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Price Overview

The petroleum complex traded
sharply higher following the
OPEC+ announcement that they
would not increase supply in April
until a more sizable improvement
in demand was seen. The
appearance that Saudi Arabia S—

would maintain their voluntary cut ° RelGcLz 10, 1457045

of 1 mb/d helped exacerbate the M/\\
price increases. Although
exemptions totaling 150 tb/d were = S lozo ™ Tuar T Ty T O T
provided to both Russia and Kazakhstan, the increase to these producers were relatively minor
compared to the voluntary cut by Saudi Arabia and the 1.5 mb/d increase expected by traders
going into the meeting. The supply restraint has significantly changed the market dynamics and
taken values to levels that we did not expect. Following the decision, Goldman Sachs raised its
Brent forecast by $5 to $75 in the second quarter and $80 in the third quarter.

Key questions for the market going forward will likely be the following:

e  Will the producer group change their stance when they meet again on April 1st?

e How will key consumers react to the higher prices and will there be a distinct
retrenchment in demand trends and quicker adoption of alternative energy sources?

e What is the size and status of global inventories that had been built up at significantly
lower prices last year?

e s the US still moving toward some agreement with Iran on lifting sanctions, and how
quickly? Iran has come under increasing pressure due to tightening foreign currency
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reserves that appears to be restricting trade. Will this allow for a more conciliatory tone
on their part?

e What will be the reaction of producers outside the agreement and will it provide an
incentive for an expansion of production and capital investment?

All these considerations will likely have some bearing on continuing price strength into the 2™
half of the year.

Natural Gas
The market was caught off guard by the o s -
extremely low withdrawal number yesterday, —° AL TR 4 DALY

with the report indicating a 98 bef decrease
verses expectations in the 146 area. The i
estimate miss was one of the largest in recent JMM% w M
memory and was attributed to the chaos M l‘w c['mjl‘ M[Dﬂ
caused by the extreme weather event in the o hﬁ 'J‘I

South Central US in mid-February. Prices -

pulled back to test the 2.70 area after the T AT T — ' - rm
release, which held through yesterday’s L e
session. Today’s action saw early strength attributed to solid LNG flows, as they reached the 11
bet/d level for the first time in two months.
Warming weather revisions quickly took the
bounce out of the market as demand
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expectations currently look to be below normal : _ —fY

to finish out the withdrawal season. The i ¢ \ /

market dipped down to 2.681 before ending the : T4

session at 2.705, down 4 2 cents on the day : !

and 7 cents on the week. Prices have tested O A
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down to the 200 day l’IlOVil’lg average the last el e e e e T e s e o o
two sessions, and with recent negative news
digested we still believe that level will hold. Upside potential is limited by the lack of weather
risk as we move into the should season. Expect range bound trade near term between 2.70 and
2.90 basis the April contract.

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.



