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Energy Weekly

A Weekly Report on World Energy Market

Crude oill

Review:

e Oil prices rose above $75 on the opening day in the previous week after Equity markets rose on
signs that Ben S Bernanke will retain his position as Federal Reserve chairman.

e However the market fell later on account of a stronger dollar and leading index indicator data for
china released during the week showing a slowdown in the Chinese economy.

e DOE inventory report showed crude oil inventories declining by 3.888 million barrels while gasoline
and distillate inventories rose by 1.985 barrels and 358,000 barrels.

e The high decline in oil inventories can be attributed to lower imports of oil during the reporting
period which may have influenced the huge decline in oil inventories.

e Product demand continued to remain low with demand in the last four weeks down by 2 percent
compared to last year.

e The dollar continued to appreciate and weaken oil prices while new home sales data also weighed
on US economy and oil market. In the second half of the week data from Euro zone came as per
estimates while Economic confidence in the region rose higher than estimates and had a positive
impact on oil prices.

e Overall US economic data in the form of durable goods orders, jobless claims and continuing claims
came above estimates and below prior levels. The impact of the data was negative when compared
with market estimates and positive when compared to prior levels.

e Chicago fed national activity index came worse than estimates and prior levels thereby coming
negative for oil economy and oil market. Overall impact of the US economic data in the form of GDP
4Q (Annualized), personal consumption and university of Michigan confidence showed the US
economy to be moving in the right direction and helped prices to recover temporarily.

e Equities in US, Japan, Europe and China declined during the previous week. While the dollar index
rose substantially, prices reached a high and low of $75.42 and $72.43 and closed the week at
$72.89 with a weekly decline of 2.2 percent.

Exchange  Contract Open High Low Last % Change Volume % Change Open Interest % Change

NYMEX Mar 742| 754 724| 729 -2.2111487800 11.77 341430 -4.67
($/bbl) Apr 74.6] 758] 729| 734 -2.10| 369299 11.77 129217 -1.25
MCX (Rs/bbl) Feb 3455| 3495| 3372| 3379 -1.92| 427643 214 23127 1441

Mar 3488| 3523] 3406| 3409 -1.90 14749 23.62 1945 44.50
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Outlook

Oil prices have declined in the past few weeks on account of low product demand and a tightening of
monetary policy in US and China the top two oil consuming nations in the world. As cold weather moves
out from the eastern half of US the demand for heating oil as a winter heating fuel falls. The above two
factors may result in high inventories of petroleum products in the coming weeks and result in lower oil
prices. As per the data releases during the week the outlook on the economy looks slightly positive.
Overall the above factors may result in oil prices trading lower in the coming week.
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$74.54, initially traded higher posting a high of $75.42, later fell posting a low of $72.43 and closed at
$72.66. Market is witnessing a crucial support at $71.70 levels and break below the same may push
prices lower in the short term. However, if prices settle above last week high of $75.42 levels we may see
prices trading higher to test $78 then $80 in the near term. Market is trading below 10 & 20 week EMA
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rendering lower side price movement in the short term. The momentum indicator RSI (14) in weekly
charts is treading at 0.49 levels showing lower potential.

Technical Outlook

We expect prices to trade sideways to lower in the range $71.70-$75.42 levels and pick up lower side

&\ momentum on breach of $71.70 levels.
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Commodity Exchange| Contract S2 S1 Weeks close R1 R2
Crude oil NYMEX March | $68.50 $71.70 $72.89 $75.42 | $78.0
Crude ail (Rs) MCX February | 3290 3350 3379 3430 3510
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Natural Gas
Review
e During the week EIA reports an inventory decline of 86 Bcf.

e Baker Hughes Gas rig (Machines used for drilling) count in U.S. stood at 861 up by 28 from the figure
for earlier week.

e Prices declined during the week after weather agencies forecast mild weather for US in the next
month there by lowering the demand outlook for the fuel in the winter.

e Winter weather is crucial in the fuels price movement as the consumption during the winter mainly
comes from residents for space heating needs.EIA report showed inventories declining by 86 Bcf
while the 5 year average decline (2005-2009) for the week stands at 179 Bcf.

e Overall inventories of gas currently stand at 2.521 Tcf which is 3.6 percent higher than 5 year
average. Prices reached a high and low of $5.786 and $ 5.06 before closing the week at $ 5.131 with
a weekly decline of 11 percent.

Exchange Contract Open High Last % Change Volume % Change Open Interest % Change
NYMEX Mar 5749| 5.79| 5.06] 5.13 -10.77| 454832| 63.27152 219191 -1.96
($/MMBtu) Apr 5.706| 5.72| 5.06] 5.12 -9.99| 129584 30.37 95397 8.39
MCX Feb 267 268| 236| 240 -10.29| 119053 309.68 6441 115.49
(Rs/MMBtu) Mar 2659| 266| 237| 240 -9.67 6525 55250 566 121.09

Natural gas Rig count

Commaodity Latest week [Previous week | Change
Natural gas 861 833 28

Outlook:

The market may move lower as cold weather is replaced with warmer temperatures in the US Midwest.
Rising rig count in US is expected to show increased domestic production in the coming weeks. However
since the market had very well taken both these factors into consideration the downside for prices could
be limited unless there is a further cut in fuel demand due to mild weather or due to a weak economy.
Any indications for a recovery in industrial demand may help the prices go up.
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Calendar spread
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Technical analysis: NYMEX Natural gas z March

Natural Gas March futures after a brief consolidation for last3 weeks fell sharply posting a low of $5.060
AT A Al T OAA AO Auvsptmnm EI 1 AO0OO0 xAREGO OOAAET ¢8 -
the 50 week EMA ($5.820) as close above the same would push the prices on higher note in the medium
term. However, during last week trading action prices closed below 10 & 20 week EMA suggesting lower

side price movement in this week. Next key support on the lower side is seen at $4.816 levels and a
break below the same may push prices to contract lows. The momentum indicator RSI (14) in weekly
charts is treading at 0.41 levels showing lower potential.

Technical Outlook

We expect prices to trade lower for the week and expect prices to pick up lower side momentum after
the breach of $4.816 levels.
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Commaodity Exchange| Contract S2 S1 Weeks close R1 R2
Natural gas NYMEX March | $4.550 $4.816 $5.131 $5.327 | $5.5740
Natural gas (Rs) MCX February 226 232 239.7 252 264
Recommendation

DOE Warehouse Stocks ('000 barrels)

Commodity Latest week | Previous week | Change
Crude Oil 326677 330565 -3888
Gasoline 229427 227442 1985
Distillate 157496 157138 358
Refinery utilization (% 78.45 78.38 0.07

EIA Working gas storage (Bcf)
Natural gas 2521 2607 -86

Crude oil - Natural gas ratio
(MCX February contracts)
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Review

0.8 percent from the same time last year.

Gasoline production increased last week, averaging 8.6 million barrels per day. Overall motor gasoline
imports last week averaged 823,000 barrels per day. Gasoline inventories rose last week by 1.985
million barrels. Gasoline demand averaged 8.7 million barrels over the last four week period down by

ange ontra Ope g 0 a 0 ange 0 e % ange Ope ere % ange
NYMEX Mar 1969 201| 190 191.34 -3.04| 224459 33.85 88917 -2.85
(Cents/gallon) Apr 206.9] 210|] 201 202.12 -2.11| 86046 60.54 39759 -1.27
MCX Feb 92.8] 92.8] 928 92.8 0.00fN/AN/A| #VALUE! 1 0.00
(Rs/gallon) Mar 94.95 95| 925 92.65 -2.42 2| #VALUE! #N/AN/A|  #VALUE!

Calendar spread
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Heating oll
Exchange Contract Open High Low Last % Change Volume % Change Open Interest % Change
NYMEX Mar 194.7] 198| 190 191 -2.05| 229812 36.06 96530 10.28
(Cents/gallo Apr 194.8| 198| 191| 192 -2.05| 63359 15.95 39012 10.28
MCX Feb 99.65| 99.7] 91.9| 919 -7.83N/AN/A| #VALUE! #N/AN/A|  #VALUE!
(Rs/gallon) Mar 99.95| 100| 100f 100 0.00N/AN/A| #VALUE! #N/AN/A| #VALUE!
Calendar spread
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Current Contracts on NYMEX and MCX

NYMEX |Expiration MCX | Expiration
Crude oil March 22-Feb February 19-Feb
Natural gas March 24-Feb February 23-Feb
Gasoline March 26-Feb February 25-Feb
Heating oll March 26-Feb February 25-Feb
Coal February 26-Feb February 26-Feb
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To unsubscribe please mail us at commodity@karvy.com
Disclaimer

The report contains the opinions of the author, which are not to be construed as investment advice. The
author, directors and other employees of Karvy and its affiliates cannot be held responsible for the
accuracy of the information presented herein or for the results of the positions taken based on the
opinions expressed above. The above mentioned opinions are based on the information which is
believed to be accurate and no assurance can be given for the accuracy of this information. There is risk
of loss in trading in derivatives. The author, directors and other employees of Karvy and its affiliates
cannot be held responsible for any losses in trading.

Commodity derivatives trading involve substantial risk. The valuation of underlying may fluctuate, and
as a result, clients may lose entire of their original investment. In no event should the content of this
research report be construed as an express or an implied promise, guarantee or implication by or from
Karvy Comtrade that you will profit or that losses can or will be limited in any manner whatsoever. Past
results are no indication of future performance. Information provided on this report is intended solely
for informative purposes and is obtained from sources believed to be reliable. Information is in ho way
guaranteed. No guarantee of any kind is implied or possible where projections of future conditions are
attempted.

We do not offer any sort of portfolio advisory, portfolio management or investment advisory services.
The reports are only for information purpose and not to be construed as investment advices.

For Detailed disclaimer please go to following URL's:

http://www.karvycomtrade.com/disclaimer.asp

http://www .karvycomtrade.com/riskDisclaimer.asp
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