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Recovery in crude prices

• Oil prices have recovered 
from less than $40/bl to 
nearly $75/bl

• Tight crude markets have 
forced refinery run cuts

• This has raised product 
prices

• The inability to sell 
incremental diesel at 
commercial prices has kept 
refinery runs down

• This has kept up the price of 
gasoline which has not 
experienced the same 
demand collapse



Strong winter

• LPG prices were at a high in 
February because of severe 
winter weather

• This was a relief to many 
sellers of LPG

• Prices then fell to below 
$350/t

• The summer price recovery 
has been on the back of 
petrochemical demand 

• High crude prices means 
high naphtha prices so LPG 
is an attractive feedstock



Petchem demand



Gasoline demand

• Gasoline demand has 
resulted in butane taking a 
premium to propane

• This reverses the winter 
situation when butane was 
at a discount



Autogas demand

• Autogas demand is dependent upon taxation policies

• Poland has raised taxes on autogas and the demand has 
declined

• Germany has guaranteed lower taxes on autogas compared 
with gasoline and demand is rising

• The UK has agreed on lower taxes on autogas and demand is 
rising from a low base

• Turkey has not applied higher taxes on autogas and demand 
remains high



Contango in market
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• Market contango indicates good availability of supply

• It provides an opportunity for traders to buy now and sell into 
the future period

• The east Asia market looks more tight than northwest Europe

• This is leading to high levels of swap trading in Asia
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Global flows

• The strength is in Europe 
and Asia

• Supply is flowing out of the 
US where storage costs are 
exceptionally cheap



Traditional winter

• A winter like fourth quarter 
2007?

• Or a winter like fourth 
quarter 2009?
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Prognosis

• Crude is fluctuating at a resistance level

• The crude contango is causing the see-saw motion in price

• The future of Chinese crude demand is uncertain 

• The gasoline season is ending

• Gasoil stocks at record levels

• This will mitigate against any winter heating oil price effect

• The LPG price contango shows the market is well supplied 

• LPG supplies will increase with natural gas output and 
especially LNG output

• US propane inventories are high

• Natural gas prices in the US are at historic lows compared with 
oil prices

• This brings down the price of US LPG 


