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Price Overview

Prices traded moderately higher in crude and sharply
higher in gasoline and heating oil as the approach of
Tropical Storm Laura and Hurricane Marco raised
concerns over potential disruption of refining and
pipelines from the upper Texas coast through the
North Central Gulf Coast due to possible flooding.

The risk to key refining areas was evident as Motiva - —
in Port Arthur considered shutting their refinery with ———_~"""" \\_ I -~ =
a capacity of 607 th/d in anticipation of heavy rains — - = - s
following the landfall of Marco on Tuesday and

Laura on Thursday. The storm threat helped divert attention from other influences including demand
prospects.

The possibility for refinery shutdowns helped direct
trading interest into the crack spreads. The gasoline
crack basis October traded as much as 2.00 higher at
one point while the 2 oil crack rose over 1.00 per barrel.
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Recent Commitment of Traders reports from the
CFTC had shown a shift in managed funds from
the long side of crude to the long side of products.  mm——
The heightened speculative interest has been e NN\
attracted by low margins and fear of further cuts A NS A

in refinery runs. P o B
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Although the marked recovery in the gasoline crack remains impressive with the high at 10.50 well
above its lows of -3.00 in March, it is near the range which had prevailed for the second half of 2019
between 10.50-12.00. With stocks still 7 percent above the five year seasonal average compared to 4
percent for crude, resistance is likely near the 12.00 area provided damage is limited to pipelines and
refining facilities.

Natural Gas

With Tropical Storms Laura and
Marco churning toward the e S —
Texas/Louisiana coast and shutting in =~
a large portion of Gulf production, [g
prices jumped higher today. The front M
months had the strongest reaction as jlm*r'l' """" g
September gained 10 cents intraday B
while the October was higher byas w1 B =0 M, i

much as 8 cents before settling at
2.616. With landfall expected mid- -
week look for volatility to remain high ¢ mss- o
as upside pressure from shut-ins
competes with potential demand losses
from the power sector as heavy rains move onshore. The results are already surfacing with production
trending lower over the weekend, as early nominations this morning were at 86.2 bcf. LNG loadings
have not seen fallout as of yet with today's number at 5.1 bcf/d and in line with weekend numbers.
Weather for the rest of the US has taken a back seat for now, but forecast revisions have upped CDD
expectations to offer background support. With the October taking out the 2.60 high from early May
look for follow through volatility to pust prices to a test of 2.70 before the storms run their course.
With US temperatures cooling considerably later this week into next, look for a retrenchment that
likely doesn't find much support until the 2.50 area.
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Futures and options trading involve significant risk of loss and may not be suitable for everyone. Therefore, carefully consider
whether such trading is suitable for you in light of your financial condition. The views and opinions expressed in this letter are those
of the authors and do not reflect the views of ADM Investor Services, Inc. or its staff. The information provided is designed to assist in
your analysis and evaluation of the futures and options markets. However, any decisions you may make to buy, sell or hold a futures
or options ADMIS position on such research are entirely your own and not in any way deemed to be endorsed by or attributed to. The
authors of this piece do currently maintain positions in the commodities mentioned within this report. Charts Courtesy of DTN
Prophet X, EIA, Reuters.



