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Recap: Oil prices jumped on Wednesday, finishing the session at their highest level in a year,
gaining support from the modest build in U.S. crude oil inventories and expectations that
economic stimulus measures will increase demand for oil. Backwardation conditions, where
the front end of the curve is more expensive than the back end, are currently at their steepest
level in a year. This signals greater near-term demand and tighter supplies. Adding strength to
the market were reports that OPEC and its allies were at 101% compliance to the origin
production cut adjustments. Since April, OPEC+ has lowered output by a cumulative 2.1 billion
barrels, according to sources close to the topic. March WTI settled at $56.06 a barrel, up $1.30,
or 2.4%. Brent for April delivery added $1.32, or 2.3%, to settle at $58.78 a barrel. March RBOB
added 2.3%, to settle at $1.6525 a gallon, while March heating oil rose 1.7%, to $1.7028 a
gallon.

Technical Analysis: With the number of coronavirus vaccines increasing, it appears oil markets
are gaining momentum to the upside. Meanwhile, OPEC+ and its compliance to production
cuts is eating away at global supplies, further supporting prices. The main trend for this market
is to the upside, with resistance set at $56.30 for WTI. We would like to see the March contract
settle above this level and even better, $56.65. From there, we could see a push toward $60.
There is a bit of resistance at $57.40. Support is set at $55 and below that at $53.55.

Fundamental News: According to the EIA’s 2021 Annual Energy Outlook, U.S. crude oil output
will surpass the 2019 record of 1.25 million bpd in 2023. U.S. crude oil production is expected
to increase to a peak of 13.88 million bpd in 2034. It expects U.S. energy consumption to
largely return to 2019 levels by 2025.

The Joint Ministerial Monitoring Committee made no mention of changing its oil output policy
at its meeting on Wednesday. A draft statement stated that the OPEC+ panel was “optimistic
for a year of recovery in 2021.” It said oil stocks in OECD countries have declined for the fifth
consecutive month in 2020. The oil cuts have so far removed 2.1 billion barrels from the
market since April 2020. OPEC+ compliance with oil cuts in December was 101%. It reported
that overproduction from OPEC members in December 2020 reached a cumulative 1.26 million
bpd, unchanged from November, while non-OPEC cumulative overproduction in December
increased to 1.42 million bpd from 1.2 million bpd in November. It said that while the gradual
rollout of the vaccines around the world is a positive factor for the rest of the year supporting
the global economy and oil demand, economic prospects and oil demand would remain
uncertain in the coming months.

Russia’s Deputy Prime Minister, Alexander Novak, said Russia is aiming to be 100% compliant
with its deal with OPEC and other leading oil producers to reduce output to support the global
oil market. He also said it was important to watch the oil output of producers that are not
members of the deal by OPEC and other producers, known as OPEC+.

Alaska’s Department of Revenue reported this week that North Slope production in January
averaged 498,176 b/d in January, down from 514,887 produced a year ago and 525,075
produced in January 2019.

1IR Energy reported that U.S. oil refiners are expected to shut in 3.7 million bpd of capacity in
the week ending February 5, cutting available refining capacity by 53,000 bpd from the
previous week. Offline capacity is expected to fall to 3.5 million bpd in the week ending
February 12,

Early Market Call - as of 8:15 AM EDT
WTI - Mar $56.06, up 37 cents

RBOB - Mar $1.6530, up 44 points
HO - Mar $1.6958, up 51 points

Distillate Stocks
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ULSD (HO)  Prior Settle Change In
Month Close Change One Week
Feb-21 1.6905 0.0159 -0.0829
Mar-21 1.6830 0.0172 -0.0794
Apr-21 1.6789 0.0177 -0.0771
May-21 1.6768 0.0177 -0.0757
Jun-21 1.6771 0.0168 -0.0735
Jul-21 1.6781 0.0159 -0.0707
Aug-21 1.6808 0.0150 -0.0683
Sep-21 1.6842 0.0144 -0.0663
Oct-21 1.6863 0.0140 -0.0649
Nov-21 1.6864 0.0139 -0.0638
Dec-21 1.6876 0.0137 -0.0624
Jan-22 1.6858 0.0136 -0.0611
Feb-22 1.6785 0.0134 -0.0604
Mar-22 1.6644 0.0135 -0.0587
Apr-22 1.6570 0.0133 -0.0567
May-22 1.6518 0.0129 -0.0547
Jun-22 1.6520 0.0125 -0.0533
Sprague HeatCurve October 2021-April 2022 $1.6832
Close Change
Crude - WTI Mar Brent- $55.5400 $0.9200
Crude - Brent SAVALRTIEEL] $58.4600 $1.0000
Natural Gas [SEr:H $2.7890 -$0.0560
Gasoline $1.6486 $0.0326
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Overall U.S. Stats

Crude Oil Stocks(excluding SPR) Down 994,000 barrels
Cushing, OK Crude Stocks Down 1.517 million barrels

Gasoline Stocks Up 4.467 million barrels

Distillate Stocks Down 9,000 barrels

Refinery % Operated 82.3%, Up 0.6%

PADD #1

Distillate Stocks Week Ending  Week Ending  Week Ending
(in million bbls) Jan 29, 2021 Jan 22, 2021 Jan 31, 2020
New England 11.5 11.3 7.3
Central Atlantic 32.2 334 23.1

Total PADD #1 57.9 58.6 43.1
Distillate Imports

(thousands b/d) 506 433 170

This market update is provided for information purposes only and is not intended as advice on any transaction nor is it a solicitation to buy or sell commodities. Sprague makes
no representations or warranties with respect to the contents of such news, including, without limitation, its accuracy and completeness, and Sprague shall not be responsible
for the consequence or reliance upon any opinions, statements, projections and analyses presented herein or for any omission or error in fact.




