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FUEL PRICE TRENDS: Crude, Gasoline and Diesel Markets
Analysis by Brian L. Calkins, M.S.

Figure 1: Weekly Cushing, OK WTI Spot Price FOB (Dollars Per Barrel) January 1990
to May 2013.

160

140

120

100

| N

40

20

0

P H P P S P P P PP PP PP P LS PPN N A D A
N R N I I R I R N N R

Source: Energy Information Administration (EIA), 2013a



mailto:brian.calkins@wsdot.wa.gov
mailto:martinli@wsdot.wa.gov
mailto:smithtm@wsdot.wa.gov

A i
7- Washington State
' ’ Department of Transportation

The Fuel and Vehicle Trends Report ISSN 1948-2388
May 31, 2013

The monthly average West Texas Intermediate (WTI) crude oil price for March 2013
decreased to $92.94 per barrel from February’s $95.31 per barrel. In April, the weekly WTI crude
oil price averaged $91.86 per barrel, a 1.2% decrease from March’s monthly average price. Weekly
prices for May through May 27 averaged $94.66 per barrel. The May 2012 weekly crude oil price
was $96 per barrel so prices have only fallen slightly from a year ago. The WTI spot price for
calendar year 2012 averaged $94.05 per barrel. For calendar years 2013 and 2014, EIA projects an
average price of $93.17 and $92.25 per barrel, respectively (EIAb, 2013). This is down $0.75 per
barrel for 2013 and the same for 2014 compared to April projections.

EIA reports that by 2013 and 2014, U.S. oil production will average 7.42 and 8.17 million
barrels a day, respectively, up from 6.50 million barrels per day in 2012 and 5.65 million barrels per
day in 2011. The primary reason for this projected growth in domestic production is the continuing
development of onshore basins in the U.S. (Williston, Western Gulf, and Permian) (EIAb, 2013).

The WTI-Brent crude oil spot price differential dropped 34% from $15.61 per barrel in
March 2013 to $10.23 per barrel in April (Figure 2). Through May 29 the differential has declined
even further to an average $8.02 per barrel for May. The May price differential has not been this
low since December 2011. The projected WTI discount to Brent crude oil price is estimated at an
annual average of $12.72 per barrel in 2013 and $8.50 per barrel in 2014 (EIADb, 2013). The reason
for this decline is the lower cost of the planned new pipeline capacity for moving crude oil south to
Gulf Coast refineries.

Figure 2: WTI - Brent Crude Oil Spot Price Spreads Since 2006.
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Inventories

EIA’s recent Weekly Petroleum Status Report shows U.S. crude oil inventories, excluding
Strategic Petroleum Reserve stocks, at 384.51 million barrels in March 2013 and 390.10 million
barrels in April. May stocks are up, averaging 395.63 million barrels through May 24. Inventories
are well above what they were in prior years. As Figure 3 reveals, we are currently well above all
five of the most recent years’ inventory levels, 3.5% above the highest level in the last 5 years, and
24.4% above the lowest level in 2008.

Figure 3: Comparison of Crude Oil Inventories (000) for Months January 2008 to May
2013.
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Source: EIA 2013¢ Weekly Petroleum Status Report

Washington Retail Gasoline and Diesel Prices

Washington’s average weekly retail regular gasoline price for May 2013 was $3.91 per
gallon compared to an average $3.70 per gallon in April (Figure 4). The biggest increase occurred
from May 6 to May 13 when the price increased $0.22 per gallon. This price increase coincided
with the change to the summer blend of gasoline mandated by federal regulation date of May 15.
There was also the usual increase in gasoline prices before Memorial Day weekend. Gasoline prices
peaked at $4.01 per gallon on May 20 and declined five cents to $3.96 per gallon by May 27.
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A year ago, in May 2012, the average Washington price was $4.22 per gallon. The upward
trend in Washington retail gasoline prices over the past month was not consistent with national
gasoline prices. Nationally, the weekly average regular retail gasoline price was $3.62 per gallon in
May 2013 compared to $3.57 per gallon in April 2013. There is also significant regional variation
with the West Coast having the highest prices in May at $3.91 per gallon versus the lowest average
prices in the Gulf Coast region at $3.36 per gallon (EIA, 2012g). In May 2013, EIA forecasts a
national average retail regular gasoline price of $3.50 per gallon in calendar year 2013 and $3.39
per gallon in 2014 (EIA, 2012b).

Figure 4: Washington Retail Regular Gasoline and Diesel Prices ($ per gallon):
January 30, 2006 to May 27, 2013.
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Source: AAA Fuel Gauge Report and EIA 2013g Weekly Retail Gasoline and Diesel Prices

Washington’s average weekly retail diesel price remained unchanged at $4.07 per gallon for
May 2013 compared to April’s price (Figure 4). In May, retail diesel prices did rise by as much as
ten cents from the beginning of the month to the highest weekly price but during this same time gas
prices went up by nearly 30 cents. During the last week of May, both diesel and gas prices fell but
this explains why the monthly average for gas resulted in an overall increase but diesel average
prices remain the same as the prior monthly average. Nationally, May’s average retail diesel price
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decreased to $3.87 per gallon, compared to $3.93 per gallon in April. This year’s national diesel
price for May is lower than last year’s May average price of $3.98 per gallon. EIA is forecasting a
national average retail diesel price of $3.92 per gallon for calendar year 2013 and $3.79 per gallon
for calendar year 2014 (EIA, 2012b).

California’s regular gasoline price increased from $3.98 per gallon in April 2013 to $4.00 in
May 2013. California’s May 2013 price is 2.3% higher than Washington’s $3.91 per gallon.
California’s on-road diesel price per gallon decreased to $4.04 in May from $4.13 per gallon in
April. Washington’s May 2013 diesel price was higher at $4.07 per gallon.

SEATTLE-WASHINGTON STATE GASOLINE PRICE SPREADS

EIA publishes weekly gasoline prices for both Washington State and Seattle. EIA started
surveying Washington state gasoline station prices nearly ten years ago in May 2003. The survey
price for “Seattle” includes sampling from King, Snohomish, and Island counties. Figure 5, below,
shows the price spread for regular gasoline between Seattle and Washington. The price spread is
calculated by dividing the Seattle price by the Washington price. A negative price spread indicates a
lower Seattle price whereas a positive price spread represents a higher Seattle price compared to the
statewide price.

Figure 5: Seattle - Washington state Regular Gasoline Price Spreads Since 2004.
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From 2004 to 2011, Seattle’s gas price average was lower than Washington State’s price by
$0.014. In 2012, Seattle’s gas price averaged $0.016 higher than state prices and so far in 2013,
Seattle’s gas prices have been $0.0455 higher than state gas prices. In May 2013, the Seattle-
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Washington price spread averaged $0.0287 per gallon. This is an increase from $0.013 per gallon in
April 2013.

Biodiesel Prices, Biodiesel Futures, and Soybean Qil Futures

We’ve been investigating possible economic indicators to forecast biodiesel B100 and B99 prices.
CME Group, Future Options and Trading, reports future options for biodiesel and soybean oil, the
major feedstock used to make biodiesel. Futures prices can be used as a resource in forecasting
future biodiesel prices.

Figure 6: Futures Prices for Biodiesel
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Figure 6 shows biodiesel futures prices per metric ton listed on May 30, 2013. Percentage
price changes by month indicate a downward trend totaling 7.2% decline from May to December
this year. This futures market is not very active with zero trades on certain days like May 30.

Soybean oil, the major feedstock for making biodiesel, has futures contract prices reported
to December 2016. Figure 7 lists future soybean oil prices in cents per pound from July 2013 to
December 2016. Price differences for this 3-year period are under 1% with the greatest difference
between July 2013 and Oct 2014 at 1.03%. Trade volumes for this day for all months between July
2013 and December 2016 was an estimated 107,000 daily trades. Most active trading is for 2013

contracts. As Figure 7 reveals, there were certain months, like March and May 2016, when no
trades were present to establish future prices.

BIODIESEL PRICE PREMIUM TRENDS
Analysis by Lizbeth Martin-Mahar, Ph.D.

Figure 8: Washington Biodiesel B100 and Regular Diesel Prices ($ per gallon): July
2009 to May 2013.
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Source: B100 Data - OPIS Fuel Price Survey for various locations in Washington state and retail diesel
prices AAA retail diesel prices for Washington

For the past year, B100 biodiesel prices in Washington have been flat. These prices rose
1.5% from $6 to $6.09 per gallon between January 2012 and May 2013. Since September 2012,
B100 prices have not changed from $6.09 per gallon. In May 2013, retail diesel prices without fuel
taxes were fairly constant, month to month, at $3.69 per gallon, falling one cent. As a result, the
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B100 biodiesel price premium stayed constant at $2.40 per gallon in May which is close to the prior
month’s price premium (see Figure 8).

Following a similar trend as the flat B100 biodiesel prices in recent months, May’s average
B99 biodiesel price remained the same as the prior month at an average of $4.92 per gallon. May
2013 average B99 biodiesel price is well above the previous year’s price of $4.72 per gallon (see
Figure 9). Since retail diesel prices have also been flat over the past month, the B99 biodiesel
premium is nearly the same as last month at 33%. The B99 price premium in April and May is
significantly higher than the price premium in February and March 2013 which averaged 26%.

Figure 9: Washington OPIS B99 and B5 Biodiesel Prices in Tacoma.
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BS5 biodiesel prices this May have increased some to $3.08 from $3.01 per gallon in April.
B5 biodiesel prices have increased 2.3% from January 2013. This month’s B5 biodiesel price is
sizably above last May’s price by $0.33 per gallon. In May 2013, the B5 discount fell slightly to
$0.62 from $0.68 per gallon in April. This month’s B5 biodiesel discount is a little less than a year
ago when it was $0.64 per gallon and -15.8% from retail diesel prices (see Figure 9). With B5 diesel
prices rising month over month in May and retail diesel prices declining, the result was a falling B5
biodiesel discount by nearly 2% points to -16.7% this month.

FUEL PRICES AND CRUDE OIL PRICE TRENDS COMPARED TO RECENT
FORECASTS: US crude oil prices, Washington retail prices of gasoline and diesel
Analysis by Lizbeth Martin-Mahar, Ph. D.

Since the beginning of the year, West Texas Intermediate (WTI) crude oil prices have been
pretty stable, beginning the year at $94; rising to $96 per barrel and then declining again slightly to
$92 per barrel by April and up again slightly to $95 per barrel by May. April and May’s monthly
average WTI crude oil price of $92 and $95 per barrel respectively were 1.7% and 4.8% above the
second quarter March 2013 forecast of $90 per barrel. (see Figure 10).

Figure 10: Percent Change in March through May 2013 Average Fuel Prices Compared
to the March 2013 Price Forecast
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Source: Washington Transportation Revenue Forecast Council March 2013 Forecast, EIA and AAA
weekly fuel prices
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The past two months of retail gasoline prices in April and May, were above and then below
the March second quarter gas price forecast of $3.85 per gallon. In April, the retail gas price
averaged $3.70 per gallon which was 3.9% below the forecast and in May the retail gas price rose
more than 20 cents to an average of $3.91 per gallon. In May, the average retail gasoline price was
above the quarterly forecast by 1.6%.

In contrast to gas prices, retail diesel prices in May did not see a change in the average price
of $4.07 per gallon seen in the prior month. In both April and May, retail diesel prices have come in
below the second quarter March projection price of $4.22 per gallon by 3.6%.

WA MOTOR VEHICLE FUEL TAX COLLECTION TRENDS COMPARED TO RECENT
FORECASTS: Gasoline and Diesel Tax Collections
Analysis by Lizbeth Martin-Mahar, Ph. D.

Since the adoption of the March 2013 revenue forecast, two months of fuel tax collections
have been reported for March and April 2013. In April, overall gasoline and diesel tax collections
came in at $102.8 million, which was close to the forecast of $103 million, but was under
projections by 0.2% or $0.25 million (Figure 11). Gas tax collections came in at $83.6 million or
$0.4 million, 0.5%, above forecast. Diesel tax collections came in at $19.2 million or $0.6 million
(3%) below forecast. For the two months combined, gasoline tax collections came in under forecast
by $0.6 million and diesel tax collections came in $1.2 million below forecast for a combined fuel
tax collection decline of $1.8 million.

Figure 11: Motor Vehicle Fuel Tax Collections in March and April 2013 Compared to
the March 2013 Revenue Forecast.
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VEHICLE TRENDS
Analysis by Thomas L. R. Smith, Ph. D.

Vehicle Registrations and Revenue

April vehicle registrations exceeded expectations for both cars and trucks. Over 425,260
passenger cars registered last month, 44,400 (11.7%) more than we had expected. Trucks
registrations did not do quite as well, but were still much stronger than expected. With nearly
138,800 vehicles registered, trucks came in 10,600 vehicles more (8.3%) than expected for April
(see Figure 12).

Figure 12: Vehicle registrations Forecast vs. Actual.
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Source: Washington Transportation Revenue Forecast Council March 2013 Forecast and
Department of Licensing Report 7, March and April 2013.

As frequently happens, the revenue did not materialize in quite the same way. We forecast
that Basic License Fee vehicles would bring in $12.9 million dollars in April, but the actual revenue
was $2.2 million (17.3%) higher than forecasted at $15.2 million. This discrepancy was because all
classes of vehicles paying $30 exceeded the forecast. We missed the truck revenue forecast as well.
We forecasted $12.55 million from trucks, but the Department of Licensing collected $15.30
million. The 21% increase over forecast was due to both higher registrations over all, but also
additional registrations in higher weight categories than we predicted. This continues to indicate
that commercial trucking is doing well. Total Licenses, Permits, and Fees were $6.87 million, or
17% above forecast (see Figure 13).
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Figure 13: Vehicle revenue for March and April 2013 Forecast vs. Actual.
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Source: Washington Transportation Revenue Forecast Council March 2013 Forecast and
Department of Licensing Monthly Balance Forward Reports.

As we go into the next forecast period, vehicle registrations are looking good. Overall for
Fiscal Year 2013, revenue from Basic Fee Vehicles is 2.7% above forecast. In the March Forecast,
we expected Basic Fee Vehicles to bring in $119.6 million by the end of April. Instead, those
vehicles brought in $3.3 million more than we planned. We said trucks would bring $146.6 million
to the State. We were wrong. Trucks garnered $3.6 million more (2.5%) than we projected, or
$150.2 million. Truck activity in Washington State was better than the rest of the country, which a
Wall Street investment organization called “choppy” (Kilcarr, Fleet Owner, May 29, 2013).
However, those same analysts expected freight activity to improve through May and continue to
gain momentum over the summer. This freight activity bodes well for the upcoming truck forecast.
Most revenue streams from other Licenses, Permits, and Fees (LPF) were stronger than expected as
well. In the March Forecast, we believed that total LPF revenue would be $393.6 million by this
time in the fiscal year. Revenue to date is $8.9 million more (2.3%) than expected at $402.4 million
(numbers do not add due to rounding) (see Figure 13).
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Figure 14: Vehicle revenue for Fiscal Year 2013 Forecast vs. Actual.
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New Car and Truck Registrations from Sales

New passenger vehicle registrations for April 2013 were up 14.8% over April 2012, which
continues the trends established throughout 2012. In previous reports, we have said that the increase
in new cars appeared to be replacement vehicles and are not increasing the total size of
Washington’s fleet. It appears, now, that total registrations have risen; there is strong evidence that
a trend has been established. It appears Washington is following nationwide trends. J. D. Power
(May 23, 2013) expects these trends to continue and for vehicle sales to set records. Wards Auto
(Stoddard, May 20, 2013) also says that while the use of pickup trucks as passenger vehicles are
declining, sales of large pickups are increasing due to improved housing and construction markets.
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Figure 15: New vehicle registrations Comparisons
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SUBSCRIBING TO THE FUEL AND VEHICLE TRENDS REPORT. The Fuel and Vehicle Trends is available at
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notification service that lets you know when the next report is available. You may also click this link to
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