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Price Overview 

 

The petroleum complex traded on 

both sides of unchanged and 

settled with modest losses. 

Weakness emanated from rising 

infection levels and a slowing US 

economy due to the pandemic.  A 

pullback in equity values 

following strong recent gains and 

dollar strength also encouraged 

profit taking. Underlying support 

continued to be traced to the Saudi 

announcement last week that they 

would undertake a voluntary cut in production of 1 mb/d to avoid an unwanted build in global 

inventories. Forecasts by Goldman Sachs that a small deficit will ensue over the next few months 

also helped raise uncertainty and limit losses.  

 

Remaining in the background as potential negatives are ongoing concerns over demand trends,  

strengthening  margins, a moderately high stock overhang and concerns over output expansion 

by producers such as the US, Canada and Brazil. With OPEC still expecting members that had 

previously overproduced to compensate with future decreases, some members might see their 

lack of compliance with their prior pledges as a sign of weakening support for the agreement.  

 

In the days ahead the market will anxiously await the Monthly Oil Reports from OPEC and the 

IEA scheduled for release on January 14th to see how the supply/demand situation is shaping up. 

A balanced scenario in the first quarter and a strong demand revival in the second half have been 

baked into values. How quickly and by how much it recovers will be the final arbiter of pricing.   
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The OPEC action for now has forestalled additional price weakness.  Nevertheless the threat 

from production increases by non-OPEC+ members remains, particularly given current price 

levels. With OPEC production plans longer term profoundly diminished and under threat from 

carbon neutral legislation, the underlying change to the forward curve has been profoundly 

impacted and will need to be watched closely for longer term changes in price expectations amid 

uncertain supply and demand prospects.  

 

Natural Gas 

 

The weekend again brought forecast 

revisions that lead to a sharp price 

change on the Sunday night reopen.  

The February contract gapped lower by 

10 cents and near the lows of the day at 

2.60.  Most of the initial concern 

emanated from warmer revisions in the 

back half of the two week forecasts, 

and as the day wore on the market 

clawed back most of those losses 

before rallying late in the session to 

end nearly 5 cents higher.  Production 

levels continue to offer underlying support as weekend output hovered near 91 bcf/d, and cold 

temperatures in China are keeping faith in LNG flows remaining strong for the foreseeable 

future.  The weather will continue to be the price driver, but with the late strenght today, a test of 

the double top on the charts near 2.77 is likely near term, with more substantial cooling possibly 

leading to a test of 3.00 and the November gap.  The 2.58-2.60 area should offer support if 

forecasts continue to warm.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


