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In this report, we recap the Department of Energy’s weekly report on oil inventories and related factors. We 

include our euro and inventory oil model as well. Although the inventory data will be the primary focus of the 
recap, we will add other data when required.  
 

September 8, 2023 

Oil prices have clearly broken out of their trading range, with Brent crude oil moving above $90 

per barrel.  Prices are being supported by the Russian and Saudi extension of production 

restraint. 

 
(Source: Barchart.com) 

Commercial crude oil inventories fell 6.3 mb, much lower than the 1.8 mb draw forecast.  The 

SPR rose 0.8 mb which puts the net draw at 5.5 mb. 
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In the details, U.S. crude oil production was steady at 12.8 mbpd.  Exports rose 0.4 mbpd, while 

imports rose 0.2 mbpd.  Refining activity fell 0.2% to 93.1% of capacity.  
 

 
(Sources: DOE, CIM) 

 

The above chart shows the seasonal pattern for crude oil inventories.  Last week, the continued 

decline in inventories put stocks well below seasonal norms.  We are nearing the seasonal 

trough, and if stockpiles continue to decline, it would be a bullish factor for oil prices. 
 

    

Fair value, using commercial inventories and the EUR for independent variables, yields a price 

of $74.53.  Commercial inventory levels are a bearish factor for oil prices, but with the 

unprecedented withdrawal of SPR oil, we think that the total-stocks number is more relevant. 

Since the SPR is being used, to some extent, as a buffer stock, we have constructed oil inventory 

charts incorporating both the SPR and commercial inventories.   
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Total stockpiles peaked in 2017 and are now at levels last seen in late 1985.  Using total stocks 

since 2015, fair value is $95.32.  

 

Market News: 

• The Kingdom of Saudi Arabia (KSA) and Russia announced that they will keep their 

production restrictions in place until the end of the year.  This news boosted oil prices 

and the restrictions should buoy prices.  Falling KSA production is leading to a decline in 

Saudi oil exports.  As these producers constrain output, there is some evidence that Iran is 

taking market share.  The U.S. is likely facilitating Iranian oil flows. 

o Rising oil prices are a danger to the global economy.  China itself is at risk. 

• The Biden administration has rescinded some Alaskan drilling permits issued during the 

Trump administration.  However, the Willow project remains in place.  The 

administration is continually trying to weave a path between supporting the economy 

through lower oil prices and placating the environmental wing of the Democratic party.  

For the most part, Biden is managing to disappoint both goals.  Although the decision 

was welcomed by environmentalists and panned by the fossil fuel industry, in reality, the 

White House is not going full bore toward either side.  This decision details the difficulty 

of being in power.  There are costs to engaging in a policy and sometimes those costs 

make a president unpopular.   

o It should be noted that oil companies are were not rushing to expand the projects 

in Alaska.   

• A new DOE report shows the LNG market is broadening.  As this market broadens, it’s a 

supportive factor for U.S. natural gas producers.  This broadening is also helping Russian 

gas producers as well.  While EU piped gas imports have plummeted, Europe is 

importing record volumes of Russian LNG.  EU leaders have taken notice of these 

imports and argue that they should be curtailed.  

• Brazil’s oil and gas production hit a new record in July.   

• Guyana is currently producing 0.4 mbpd, but by 2028, it is expected to be producing 1.2 

mbpd, making the country an increasingly important supplier to the oil market. 

• Canada is near completion of its Trans-Mountain pipeline.  Once open, it will shift 

Canadian oil flows to the Pacific, increasing oil exports to the Far East, and reducing 

https://www.spa.gov.sa/en/3e395523d1p
http://government.ru/en/news/49434/
https://www.reuters.com/business/energy/saudi-arabia-extends-voluntary-oil-output-cut-1-mln-bpd-end-2023-2023-09-05/
https://oilprice.com/Energy/Oil-Prices/Oil-Soars-Above-90-As-Saudi-Arabia-Extends-Deep-Output-Cuts.html
https://finance.yahoo.com/news/saudi-crude-oil-exports-plummet-111523835.html
https://finance.yahoo.com/news/saudi-crude-oil-exports-plummet-111523835.html
https://www.rigzone.com/news/market_watcher_flags_rising_iranian_oil_production-04-sep-2023-173881-article/
https://www.rigzone.com/news/market_watcher_flags_rising_iranian_oil_production-04-sep-2023-173881-article/
https://amwaj.media/media-monitor/iran-us-informal-arrangement-remains-fragile-amid-tension-over-oil
https://www.wsj.com/finance/commodities-futures/global-stocks-markets-dow-news-09-05-2023-180b7599?st=ax0qd4khevi04vs&reflink=desktopwebshare_permalink
https://www.doi.gov/pressreleases/biden-harris-administration-takes-major-steps-protect-arctic-lands-and-wildlife-alaska
https://www.politico.com/news/2023/09/06/biden-to-cancel-trumps-oil-drilling-leases-in-alaskan-nature-refuge-00114243?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2023/03/13/biden-administration-approved-willow-alaska-oil-00086746
https://www.nytimes.com/2023/09/06/climate/biden-drilling-alaska-wildlife-refuge.html?smid=url-share
https://www.ft.com/content/6e538e38-9afc-4fed-a5d5-1f9be3c0c259
https://www.eia.gov/todayinenergy/detail.php?id=60262&utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosgenerate&stream=top
https://www.ft.com/content/1e70ff72-52d8-46b6-a8f4-fcc86fb88a6d?utm_source=GZERO+Daily&utm_campaign=2c899ab273-EMAIL_CAMPAIGN_2023_08_31_10_59&utm_medium=email&utm_term=0_e605619869-2c899ab273-%5BLIST_EMAIL_ID%5D
https://www.ft.com/content/1e70ff72-52d8-46b6-a8f4-fcc86fb88a6d?utm_source=GZERO+Daily&utm_campaign=2c899ab273-EMAIL_CAMPAIGN_2023_08_31_10_59&utm_medium=email&utm_term=0_e605619869-2c899ab273-%5BLIST_EMAIL_ID%5D
https://www.ft.com/content/1e70ff72-52d8-46b6-a8f4-fcc86fb88a6d?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.ft.com/content/c0e9469f-e45c-4260-91a3-e06419cea5aa?emailId=bfdbf9bf-46da-4e45-9db8-9c3dc109f80b&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://oilprice.com/Latest-Energy-News/World-News/Brazils-Oil-Gas-Production-Hits-Record-Highs.html
https://oilprice.com/Energy/Crude-Oil/Guyanas-Oil-Boom-Is-Changing-The-Global-Energy-Landscape.html
https://oilprice.com/Energy/Crude-Oil/Guyanas-Oil-Boom-Is-Changing-The-Global-Energy-Landscape.html
https://www.eastdaley.com/media-and-news/tmx-earthquake-to-send-tremors-through-us-crude?utm_campaign=The%20Daley%20Note&utm_medium=email&_hsmi=273097039&_hsenc=p2ANqtz-_Q6sQkWmNxPuPe8Y11SGJYzgLS4gUj0H3jT8xSQGTsYefREmRCHSQ61KCqX7GIk8pfhmLZ3HvcxuqC7mv78uIHamqjxQ&utm_content=273098737&utm_source=hs_email
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Canadian flows into the U.S.  We would expect the Canadian/U.S. differentials to narrow 

compared to their history. 

• For reasons that are not exactly clear, the difference in electricity consumption between 

the weekends and weekdays is steadily falling.  Most of the time, electricity consumption 

during the week had been higher than the weekends.  However, in recent years, the 

difference has been shrinking.  The most likely reason is probably coming from the 

industrial sector.  It’s possible that industrial firms are running full out and, thus, don’t 

slow down on the weekends, or industrial firms have become more energy efficient, 

narrowing the difference.  In any case, if this pattern continues, it will make it easier to 

manage the grid.  Energy firms have to maintain capacity to meet peak demand.  If that 

peak declines (essentially smoothing out demand), utilities should then need lower peak 

capacity. 

  

Geopolitical News:  

• We have documented the U.S. efforts to see the KSA and Israel normalize their relations.  

Key participants to this goal are the Palestinians.  The Palestinians are formulating their 

demands to support normalization, but what is unclear is just how concerned Riyadh is 

about meeting those demands.  Although such a deal would be a blockbuster, there are 

numerous impediments to getting a deal done. 

o Brett McGurk, a senior administration Middle East advisor, is traveling to Riyadh 

this week to meet with KSA and Palestinian representatives.   

• Beijing and Riyadh are steadily improving relations.  The Bank of China (BACHF, 

$0.35) has opened its first branch in the kingdom providing evidence of deeper financial 

cooperation.  Creating banking relationships will facilitate trade in local currencies.   

• Russia is facing internal fuel shortages that appear to be worsening.  There is concern 

that the lack of fuel could adversely affect the grain harvest.   

• The U.S Navy has indicated it intends to keep warships around the Strait of Hormuz to 

address Iranian attacks.  The IRGC has seized a ship it claims was carrying smuggled 

fuel.  

• The G-7 is quietly shelving the Russian oil price cap; as prices have increased, there is 

less incentive to curtail Russian supplies.   

• Although Iran has expanded its inventory of near-weapons grade uranium, there are 

some hints it is slowing its stockpile accumulation, perhaps as a confidence-building 

gesture.  At the same time, the U.N. watchdog IAEA is still not able to fully monitor 

Iran’s nuclear program.   

o Iran is holding an EU official from Sweden.  Johan Floderus has been in captivity 

for over a year.   

• Swedish oil executives are on trial for war crimes due to their drilling activity in South 

Sudan.  The executives are accused of aiding government and paramilitary groups who 

engaged in war crimes to secure areas for drilling activities.   

https://energyathaas.wordpress.com/2023/09/05/weekends-are-no-free-lunch-anymore/
https://energyathaas.wordpress.com/2023/09/05/weekends-are-no-free-lunch-anymore/
https://www.nytimes.com/2023/09/05/world/middleeast/saudi-arabia-israel-talks-palestinians.html?smid=url-share
https://www.axios.com/2023/08/30/saudi-israel-megadeal-palestinians-biden-list
https://www.axios.com/2023/08/30/saudi-israel-megadeal-palestinians-biden-list
https://www.cnbc.com/2023/09/01/saudi-arabia-israel-deal-could-dramatically-reshape-the-middle-east-.html
https://www.axios.com/2023/09/04/biden-official-saudi-israel-deal-palestinian-deliverable
https://www.axios.com/2023/09/04/biden-official-saudi-israel-deal-palestinian-deliverable
https://sc.mp/aafz?utm_source=copy-link&utm_campaign=3233565&utm_medium=share_widget
https://www.reuters.com/business/energy/russia-faces-domestic-fuel-crunch-braces-more-shortages-2023-08-31/
https://warriormaven.com/sea/pentagon-says-us-navy-warships-will-stay-there-in-strait-of-hormuz-to-counter-iran?utm_source=substack&utm_medium=email
https://www.timesofisrael.com/iranian-revolutionary-guards-seize-ship-they-say-is-suspected-of-smuggling-fuel/
https://www.reuters.com/business/energy/g7-shelves-regular-russian-oil-cap-reviews-prices-soar-sources-2023-09-06/
https://www.reuters.com/world/middle-east/iaea-reports-no-progress-iran-uranium-stock-enriched-60-grows-2023-09-04/
https://www.wsj.com/world/middle-east/iran-slows-buildup-of-near-weapons-grade-nuclear-fuel-6985862?st=3bdgrqna2x3h1io&reflink=desktopwebshare_permalink
https://www.wsj.com/world/middle-east/iran-slows-buildup-of-near-weapons-grade-nuclear-fuel-6985862?st=3bdgrqna2x3h1io&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2023-09-04/iran-slows-near-bomb-grade-uranium-production-in-diplomatic-nod#xj4y7vzkg
https://apnews.com/article/iran-uranium-enrichment-iaea-us-tensions-af4a183a2e97375708a494d5324c2836
https://www.cbsnews.com/news/iran-nuclear-program-iaea-un-report-uranium-enrichment-advancing/?utm_source=ActiveCampaign&utm_medium=email&utm_content=Hopeless+in+Haiti&utm_campaign=Hopeless+in+Haiti
https://www.cbsnews.com/news/iran-nuclear-program-iaea-un-report-uranium-enrichment-advancing/?utm_source=ActiveCampaign&utm_medium=email&utm_content=Hopeless+in+Haiti&utm_campaign=Hopeless+in+Haiti
https://www.nytimes.com/2023/09/04/world/europe/iran-sweden-prisoners-johan-floderus.html?smid=url-share
https://www.occrp.org/en/daily/18001-oil-execs-massive-war-crimes-trial-starts-in-sweden?utm_source=substack&utm_medium=email
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Alternative Energy/Policy News: 

• The Danish wind energy firm Ørsted (DNNGY, $21.17) warned that supply chain issues 

and complications surrounding tax credits hurt earnings.  Shares of the company fell 

sharply on the news.  Wind energy has been hitting some snags recently for a myriad of 

reasons.  

• Four metals are critical to the energy transition: lithium, nickel, copper, and cobalt.  Chile 

dominates copper and lithium reserves, the Congo holds the majority of cobalt reserves, 

and nickel resides in Australia and Indonesia. 

o The KSA is investing heavily in the U.S. lithium battery industry. 

o Due to the probable lack of supplies of these metals to meet anticipated demand, 

the importance of recycling is increasing. 

• Although controversial, nuclear power remains the most stable carbon-free electricity 

source.  China, with 21 reactors under construction, is moving to dominate this industry. 

• As EV production grows in the U.S., much of the build-out is occurring in the rural 

South, offering both opportunities and disruption to local communities.   

• China’s EV industry is rapidly expanding and is increasingly becoming a growth engine 

for the economy.  China’s EV industry is threatening European and U.S. automakers.  We 

suspect that the EU producers will accommodate China, whereas the U.S. will protect 

American automakers.   

o China’s aggressive expansion of battery production is raising fears it is creating a 

supply glut that could depress prices.   

o Chinese EV battery producers are focusing on Hungary for battery production in 

Europe. The government is considered more friendly to Beijing and has offered 

subsidies.   

• Range is one of the most important issues for the transition from internal combustion 

engines to EVs.  Since batteries take longer to charge and charging stations are not as 

readily available as gasoline stations, drivers deciding on which to buy are concerned 

about this issue.  Car makers are working to develop solid state batteries that could 

charge much faster, but perhaps more importantly, could have ranges of up to 1000 miles. 

• China has a dominant position in solar panels, but since the Chinese economy is driven 

more by government goals rather than profitability, the industry continues to invest even 

in the face of weaker prices. 

• Russia continues to benefit by exporting nuclear fuel to the world’s nuclear power 

industry.  Weaning off of Russian supplies will take years, although as we noted in recent 

reports, the U.S. is starting the process.   

• Geoengineering is a controversial method of addressing carbon reduction and 

temperature control.  The oceans remove carbon from the atmosphere, and there are 

efforts underway to enhance the ocean’s capacity to absorb carbon.  There are numerous 

other carbon capture projects underway as well.  Corporate America seems to be getting 

behind these efforts.   

https://www.axios.com/newsletters/axios-generate-917e6d89-ba33-4a13-9c4e-7e88cdd8c267.html?chunk=3&utm_term=emshare#story3
https://www.axios.com/newsletters/axios-generate-917e6d89-ba33-4a13-9c4e-7e88cdd8c267.html?chunk=3&utm_term=emshare#story3
https://www.reuters.com/business/energy/denmarks-orsted-anticipates-730-mln-impact-us-portfolio-2023-08-29/
https://www.reuters.com/business/energy/denmarks-orsted-anticipates-730-mln-impact-us-portfolio-2023-08-29/
https://www.energymonitor.ai/sectors/extractive-industries/the-top-ten-critical-minerals-powerhouses-of-the-energy-transition/?cf-view
https://oilprice.com/Latest-Energy-News/World-News/Saudis-Pour-Money-Into-American-Lithium.html
https://www.ft.com/content/73138e84-701a-4e75-9ca8-7725d0867eb5
https://www.cnbc.com/2023/08/30/how-china-became-king-of-new-nuclear-power-how-us-could-catch-up.html
https://www.wsj.com/business/autos/ev-plants-southern-states-ford-blueoval-city-2783da97?st=a7mlgb7momol4dq&reflink=desktopwebshare_permalink
https://www.wsj.com/business/autos/electric-cars-power-chinas-economic-hopes-as-internet-titans-take-a-back-seat-26c62d3b?st=am0h8yzo3yjftf0&reflink=desktopwebshare_permalink
https://www.cnbc.com/2023/09/05/chinas-electric-carmakers-byd-xpeng-ramp-up-push-overseas.html
https://www.reuters.com/business/autos-transportation/german-suppliers-welcome-chinese-ev-makers-european-plans-2023-09-05/
https://www.ft.com/content/b6038e51-7b5b-4f97-a5da-9202e71562fc?emailId=8d57f34b-7446-494f-b37d-fb3b57fac19b&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.ft.com/content/b6038e51-7b5b-4f97-a5da-9202e71562fc?emailId=8d57f34b-7446-494f-b37d-fb3b57fac19b&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://restofworld.org/2023/chinese-ev-manufacturers-hungary/
https://www.hotcars.com/honda-toyota-achieve-1000-mile-ev-range/
https://www.caixinglobal.com/2023-09-06/caixin-explains-caixin-explains-why-chinas-solar-giants-are-getting-even-bigger--102100733.html
https://www.themoscowtimes.com/2023/09/05/the-wests-reliance-on-russian-nuclear-fuel-funds-moscows-war-a82356
https://www.themoscowtimes.com/2023/09/05/the-wests-reliance-on-russian-nuclear-fuel-funds-moscows-war-a82356
https://www.axios.com/newsletters/axios-generate-fbaad3eb-3730-4313-8843-64c84382d1d9.html?chunk=3&utm_term=emshare#story3
https://oilprice.com/Energy/Energy-General/MIT-Unveils-Next-Gen-Carbon-Capture-Technology.html
https://www.wsj.com/us-news/climate-environment/microsoft-will-use-carbon-absorbing-rocks-to-meet-climate-goals-57ea802a?st=0smmsy61rylumfr&reflink=desktopwebshare_permalink
https://www.axios.com/newsletters/axios-generate-739f6e7d-d2df-49b7-9710-4a40c0036e03.html?chunk=3&utm_term=emshare#story3
https://www.axios.com/newsletters/axios-generate-739f6e7d-d2df-49b7-9710-4a40c0036e03.html?chunk=3&utm_term=emshare#story3
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• Governments are expanding their investment into fusion power.   
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