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Price Overview 

 

The petroleum complex recovered 

from yesterday’s sharp losses, 

attracting support on ideas the 

strong recovery expected in the US 

economy and the ongoing strength 

in China will continue to uncover 

growing demand within the 

petroleum complex and override 

concerns over recent COVID-19 

related shutdowns in Europe. 

Gasoline tended to lag as the 

recovery in refinery utilization and 

the increase in stock levels helped pause recent buying interest in advance of the summer driving 

period.  

 

Goldman Sachs continues to suggest that prices look poised to rebound and that this week’s 

break of over 8 percent is likely overdone.  The bank is expecting that the pressure on European 

demand along with the increase in Iranian supply will slow the rebalancing by up to .75 mb/d in 

the 2nd quarter.  They continue to look for OPEC+ to maintain a conservative production strategy 

despite the large gap between current output and sustainable production.  The bank is looking 

toward a significant increase in global demand and Brent rising to as high as $80.00 this summer.  

 

Despite their optimism we are not convinced.  The IEA continues to suggest that oil inventories 

are ample compared to historical levels, despite the sharp decline from a massive overhang built 

up in the second quarter of 2020.  On top of the stock cushion, OPEC+ has a large amount of 
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spare production capacity, which stood at 7.7 mb/d during February.  Although demand is set to 

rise by as much as 5.3 mb/d this year, it will only reach about 60 percent of the volume lost in 

2020.  With the OPEC meeting taking place on April 1st to discuss curbs after May, nervousness 

might develop, reflecting fear that the temptation to increase output to avoid a loss of market 

share and take advantage of dollar strength will be substantial.  Subsequently we would look for 

rallies in June crude to find resistance in the 63.00 area.  

 

Natural Gas 

 

Although most news reports 

attributed yesterday’s drop to the 

negative storage report, the washout 

had already run its course prior to 

the release.  The drop below the 

2.52 level gave the appearance of 

stop loss selling as the May quickly 

traded down to an intraday low 

2.459 prior to the report.  The 11 bcf 

draw was below expectations but 

appeared to have been priced in with 

the selloff as the market has steadily 

recovered since the release, ending today’s session back into the range seen during the first half 

of the week.  For the most part the fundamental story is unchanged.  LNG flows are clicking 

along near record levels above 11 bcf/d and production remains resilient, surpassing 91 bcf/d 

over the last four sessions.  Heating Degree Day expectations for the balance of the month 

remain unimpressive, currently forecast to be 15-20% below normal, although some support 

emanated from the 45 day model update late yesterday.  Although unreliable, it showed a 

substantial increase in HDD expectations for April.  With the quick recovery from the sub-2.50 

level and solid close today, look for the market to test the 2.60 resistance early next week and 

possibly fill the gap up through the 2.62 area. 

 

 

 

 

 

 

 

 

 

 

  

 
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. 


