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Primary Thesis: Déjà Vu All Over Again 
The Role of Fundamentals and Financials in Crude 

Oil and Natural Gas Price Determination 

Â From a qualitative and quantitative standpoint, both  fundamental 
and financial factors have played significant roles in NYMEX crude 
oil price determination over the last few years, but neither group of 
factors is perfectly consistent  and continuous  in its ñexplanatory 
powerò. 
 

Â Rather, it is the interplay  of both sides of the equation over time 
with varying degrees of influence, either independently or together, 
during discrete  time periods that link to form a continuous 
chain , ultimately yielding the actual path of NYMEX crude oil prices.  
 

Â In contrast, our research has shown that NYMEX natural gas prices 
respond primarily to the underlying changes in the U.S. natural gas 
balance.  



Fundamentals 
2013 

Â The Oil Bottom Line: 

  Saudi crude oil deliveries expected to average roughly 9.7 MMB/D this  year, 
 modestly below our estimated average for 2012.  However, sales remain 
 within range of contractual tolerances, hence no effective ñswing supplierò role 
 or confrontation with Iraq.  

 

  We expect world oil demand to be stronger than current consensus 
 expectations, but non-OPEC supply will witness a healthy gain while select 
 OPEC members will increase production, notably Iraq. 

 

  Iran will probably be a geopolitical ñfactorò once again, but still  
 unable/unwilling to ñcloseò the Strait of Hormuz.  Although relatively ñquietò 
 last year, we still believe Iraq can be a major supply wildcard in 2013 with the 
 risk that Prime Minister al-Malaki becomes a ñbenevolent dictatorò. 

 

Â The Natural Gas Bottom Line: 

  Assuming ñnormalò first quarter weather, working storage will move into a 
 significant deficit to last year, but end -March marks the most 
 favorable comparison to 2012.  U.S. manufacturing activity continues on 
 course.  

 

 



As We Begin The New Yearé. 

Â Fund allocations to oil have been relatively ñrestrainedò. 
 

Â Ever-present pain of Washington dysfunction encourages 
first quarter caution.  

 
Â Funds now contemplating impact on oil prices of possible 

end to Fed QE if unemployment rate drops to 6.5%.  
 
Â Our primary thesis: U.S. and global economy will 

continue to muddle along at a moderate rate of growth 
irrespective of what the Beltway ends up with; QE has 
had little or impact on oil market fundamentals. 


