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Retail Prices Change From Last 
01/02/12 Week Year 

Gasoline 3.299 0.041 0.229 
Diesel Fuel 3.783 -0.008 0.452 
Heating Oil 3.844 0.012 0.505 

Gasoline price moves higher for a second week while diesel price drops 
The U.S. average retail price of regular gasoline rose just over four cents last week to reach $3.30 per gallon. The average price is 
nearly $0.23 per gallon higher than last year at this time. The East Coast price increased just over five cents per gallon. The 
national average diesel price fell for the sixth straight week, dropping less than a penny to $3.78 per gallon. The diesel price is 
$0.45 per gallon higher than last year at this time. Prices on the East Coast increased a fraction of a penny to $3.84. The residential 
heating oil price increased during the week ending January 2, 2012. The average residential heating oil price rose by $0.01 per 
gallon last week to reach $3.84 per gallon, nearly $0.51 per gallon higher than the same time last year.  

Commodity Corner  

Crude oil futures prices slumped below $102 a barrel Thursday as worries over near-term weak U.S. oil demand eclipsed concerns 

over the potential disruption to Iran's oil supplies. The Energy Information Administration said inventories of crude oil and key refined 

petroleum products in the U.S., the world's biggest oil consumer, rose far more than expected last week.  At just over 18 million 

barrels a day, U.S. oil use was 1 million barrels a day below the year-earlier level with total demand for the week ending Dec. 30 

slumping to a 14-year low. Crude oil stocks rose 2.2 million barrels against an expected drop of 900,000 barrels, while increases in 

inventories of gasoline and distillate fuel (heating oil and diesel) were up by even greater amounts.  Gasoline demand in particular 

remains horrible; particularly when one realizes that one year ago, perhaps 30% of motorists couldn't travel on roads that were 

covered by 25-35 inches of snow. Gasoline demand dropped 367,000 b/d on the week, and the four-week average number is 4.9% 

behind 2010 

Prices tried to rebound after the data, but a reversal in gains in equities prices spurred a late bout of selling. Light, sweet crude oil 
for February delivery on the New York Mercantile Exchange settled $1.41, or 1.4%, lower at $101.81 a barrel. ICE North Sea Brent 
crude oil fell 96 cents to $112.74 a barrel. Prices had surged 4.4% in the previous two days on rising tensions as the U.S. and 
Europe have moved to tighten sanctions on Iran over its nuclear intentions. Iran has said it could shut down the vital Strait of 
Hormuz waterway. Reformulated gasoline futures for February delivery settled 4.87 cents lower and. February heating oil futures 
settled 5.11 cents lower. Both drops were the biggest one-day declines since Dec. 14. Prior to Thursday’s decline the gasoline and 
heating oil contracts had risen .11 and .15 cents per gallon since the start of the New Year. 

Traders and analysts estimated that oil prices currently include a $5 to $10 premium on uncertainty over the Iran issue. The 
“demand picture is dismal" said one analyst. "But from a trading standpoint, it is very difficult to be short," or take a market position 
that assumes a decline in prices. 

Meantime, the Organization of Petroleum Exporting Countries produced just over 31 million barrels of oil a day in December a Dow 
Jones Newswires survey shows. That's 1 million barrels a day above the 30 million-barrel-a-day production ceiling agreed to in mid-
December. Analysts said it remains to be seen how much OPEC may reduce output given current high prices. 

In other energy related news…. Europe’s Petroplus continues to shut down refineries due to lack of bank credit. French refinery 

workers are now saying they will hold a nationwide strike unless government officials or banks work to install credit lines.  

On Wednesday reports surfaced that EU members had agreed “in principle” to move forward with an oil embargo against Iran.  The 

EU imports approx. 600,000 bpd from Iran with much of that going to Greece, Italy, and Spain.  However, there still remain a 

number of significant differences over details of the plan such as the timing of the start of the embargo and what to do regarding 

existing contracts.  

Top 10 Stories of 2011 that Impacted Energy 1. Libya and the Arab spring.  2. Diversity in crude oil supply. 3. Consumer motor 
fuel expenses skyrocket.  4. U.S. becomes a net products’ exporter. 5. Vanishing domestic gasoline demand.  6. The rise of shale 
oil. 7. The end of biofuels’ tax advantage.  8. Northeastern refinery closures. 9.  Fukushima Earthquake 10. Eurozone Debt Crisis 
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The year 2011 was eventful for oil markets, as reflected both in price trends and developments that may presage broader structural shifts 
over the coming years.  

The spot price of North Sea Brent crude averaged over $111 per barrel in 2011, marking the first time the global benchmark averaged more than $100 
per barrel for a year. U.S. benchmark West Texas Intermediate (WTI), plagued by transportation bottlenecks, fell short of eclipsing its record annual 
average of $99.67 per barrel set in 2008, but its 2011 average of $94.86 still represented a $15 increase over 2010. Bookended by the departure of 
Tunisian President Zine El Abidine Ben Ali in January and by the withdrawal of U.S. troops from Iraq in December, the year saw many developments in 
countries seen as critical for global oil supply. Yet, however dramatic the short-term oil market impact of these events, their full transformative effect on 
the oil industry can be assessed only in the context of broader structural changes. The multiple factors driving these shifts may not individually be seen 
as game-changing, but collectively they may prove sufficient to make 2011 something of a turning point. 

The disruption in Libyan crude exports during that country's civil war, one of the top supply stories of 2011, is a case in point. Ultimately, compounded 
by other politically-driven production cuts in Syria and Yemen, this disruption triggered a release of oil from strategic storage in International Energy 
Agency (IEA) member countries, only the third such release in IEA history. Total estimated production losses from Libya, Syria, and Yemen for 2011, 
which reached 450 million barrels (bbls), were only partly offset by a release of IEA stocks and increased output from Saudi Arabia, and were clearly a 
leading factor behind last year's record rise in Brent crude oil prices. By year's end, however, Libyan crude had begun to return to oil markets, as field 
production resumed faster many analysts had expected.  

The full significance of the Libyan crude disruption may best be seen as part of a broader story. The shortfall's impact, though considerable, could have 
been even larger if it had not been partly cushioned by exceptionally weak demand in Europe, the main outlet for Libyan crude. Beyond Libya itself, will 
increased social spending by other regional oil producers in an apparent bid to preempt the spread of unrest, become permanent, as some analysts 
have suggested, creating a new revenue requirement that could lead key producers to favor higher crude oil prices to help balance their national 
budgets? If so, the recent events in Libya may best be seen as only one among a series of factors that evoke higher price expectations of OPEC 
producers and restrict the long-term availability of North African and Middle East oil supply, whether due to internal competition for barrels from 
domestic end-users, increased revenue requirements, or political and social pressures.  

Extreme weather and economic woes proved as disruptive for demand in 2011 as Middle East unrest did for supply. In Japan, the Fukushima nuclear 
disaster following the earthquake and tsunami disrupted both nuclear power generation and the broader economy, temporarily trimming energy 
demand as a whole but encouraging fuel switching to oil (as well as other fossil fuels) for power generation. In Europe, Greece's sovereign debt crisis 
raised concerns about financial contagion, the future of the euro and the region's economic recovery. Here too, headline events must be seen in 
perspective. While Japan recovered rapidly from the Fukushima disaster, the tragedy raised worldwide concerns about nuclear safety, bringing to the 
fore long-simmering questions about the industrialized world's aging nuclear fleet and the future of global electric power generation. Much of Japan's 
nuclear capacity remains idle, lifting utility demand for liquefied natural gas and, at the margin, oil. On the other hand, Europe's renewed economic 
woes served only to further reduce the liquid fuels share of demand of Organization for Economic Cooperation and Development (OECD) member 
countries relative to that of non-OECD economies. While the latter group has not yet overtaken the former as the largest liquid fuels consumer, the two 
came closer in 2011 than ever before and a crossover is likely to occur in the near future.  

Whether supply- or demand- focused, the headline events of 2011¸ however momentous they were, should not overshadow other shifts, which may 
prove no less significant for U.S. and global oil markets. Last year's unusual patterns in benchmark crude pricing offer a powerful illustration of those 
shifts. Early in 2011, amid fast-rising crude oil production from the U.S. and Canadian midcontinent, prices for U.S. inland crude benchmark West 
Texas Intermediate (WTI) started to weaken significantly relative to those for broadly traded coastal or imported crude oil grades, such as Louisiana 
Light Sweet or North Sea Brent. WTI's discount had started to tighten by year's end, as pipeline and railroad companies took steps to move more 
stranded crude oil from inland U.S. markets to the Gulf Coast, yet remained unusually wide by historical standards. 

In the United States and Canada, the production gains generated by technological advances, such as the combination of hydraulic fracturing and 
horizontal drilling, can hardly be overstated. Very preliminary data indicate that U.S. crude production increased significantly in 2011. Those increases 
are expected to continue in 2012 and to spread to other countries. Meanwhile, in Brazil, production is also slated to increase as advances in deepwater 
drilling unlock the country's vast subsalt resources. All together, the Americas accounted for the majority of non-OPEC crude production growth in 
2011, and are expected to continue dominating non-OPEC supply growth over the next few years. As a consequence, oil markets in the Americas are 
becoming increasingly integrated and self-sufficient. Canadian oil sands and U.S. supplies are displacing U.S. imports from Europe, West Africa and, 
until recently, the Middle East - a trend that may gain momentum once logistical links are put in place to bypass current crude transportation 
bottlenecks in the midcontinent. At the same time, product exports from the United States to expanding markets to the south are growing rapidly, as 
discussed below.  

This quiet revolution in crude oil production is driving an even quieter one in the downstream. Seeking to leverage their access to rising volumes of 
discounted heavy Canadian crude, U.S. Midwest refiners have been investing in infrastructure to process more of those relatively low-quality barrels. 
Their counterparts on the Gulf Coast, having long enjoyed more feedstock flexibility than other refiners in the rest of the OECD, are expanding overall 
crude capacity. In contrast, East Coast refiners, which do not currently enjoy those feedstock advantages and face diminishing local product demand, 
have been trimming capacity. The result is that refined product trade flows are being redrawn. In 2011, the United States shifted to net product exporter 
status for the first time since at least 1949. The East Coast, however, appears likely to become more dependent on product imports.  

If 2011 was an eventful year for oil markets, 2012 might be even more so. At the onset of 2012, the U.S. and international markets face considerable 
uncertainty, not least from the unresolved dispute between Iran and the United Nations over Iran's nuclear program. Iran relies heavily on revenue from 
its crude oil exports, and various actions affecting Iran's oil trade are under consideration by several major countries as a way to increase the pressure 
on Iran to comply with its nuclear non-proliferation obligations. These developments are occurring against the backdrop of an oil market deeply 
transformed by technological advances in production, a redistribution of global demand growth, far-reaching shifts in crude and product trade flows and 
lingering political uncertainty in many producing countries.  
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NOAA’s 6-10 and 8-14 day forecast maps seen below. 

 

 

Information contained in this report has been taken from trade and statistical services and other sources which we believe are reliable.  
PAPCO Inc. does not guarantee that such information is accurate or complete and it should not be relied upon as such.  


