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

Figure 1: Weekly Cushing, Oklahoma WTI Spot Price FOB (Dollars Per Barrel) January
1990 to March 2014.
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Figure 1 shows weekly nominal and real prices for West Texas Intermediate (WTI) crude
oil. Current nominal prices average $100.80 per barrel through the 3" week of March 2014. The
March 2014 average price is nearly the same as the $100.82 per barrel for February 2014 and $6.18
per barrel higher than January’s $94.62 per barrel. A year ago, the March 2013 and February 2013
WTI prices were $92.94 and $95.31 per barrel, respectively. For calendar years 2014 and 2015, EIA
now in March projects a WTI nominal price of $95.33 and $89.75 per barrel, respectively (EIAb,
2014). This is up $2.11 per barrel for 2014 and down $0.17 per barrel for 2015 compared to
February 2014 projections. IHS Global Insight’s March 2014 forecast for WTI prices are higher at
$98.15 per barrel and $89.50 per barrel for calendar years 2014 and 2015. (IHS Global Insight,
2014)

The real spot price series in Figures reflects inflation adjusted or real spot prices for weekly
WTI crude oil benchmarked in March 2014 dollars. The Consumer Price Index for all urban
consumers is used to deflate the nominal price series. This new real price series reveals how much
crude oil prices have changed using the current price level in 2014.

Crude oil production averaged 7.84 million barrels per day (bbl/d) in the 4" quarter of 2013
which pushed the United States percentage of world production to over 10 percent, up from 9
percent in the 4™ quarter of 2012. U.S. tight oil production (using fracking technologies) from
reservoirs with low permeability in the Eagle Ford basin in South Texas and the Bakken Shale basin
in North Dakota and Montana is the primary contribution to overall U.S. crude production increases
(EIA, 2014c). EIA reports that by 2014 and 2015, U.S. oil production will average 8.39 and 9.16
million bbl/d, respectively.

Brent crude oil prices average about $108 per barrel for March 2014 following eight months
of prices averaging near $100 per barrel. World crude oil prices are relatively unchanged because of
steady economic and Middle East political trends. WTI crude oil prices increased $6/bbl in
February and March following a $95/bbl in January as inventories dropped in Cushing, Oklahoma.
(EIA, 2014b)

The WTI-Brent crude oil spot price differential decreased to $7.06 per barrel in March 2014
(through March 24) from $8.08 per barrel average in February 2014 (Figure 2). The projected WTI
discount to Brent crude oil price is estimated at an annual average of $9.59 per barrel in 2014,
$1.87/bbl lower than February’s 2014’s projection, and $11.17 in 2015 (EIAb, 2014). For the first
half of 2014, the price difference is expected to be $8.68 per barrel and $10.50 per barrel in the
second half of 2014.
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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 (SPR) stocks, increasing to 382.471 million gallons for the week
ending March 21, 2014 (Figure 3). This current storage level is 21.9 million gallons or 6.1 percent
higher than the 5-year historical average of 360.572 million gallons from 2009-2013 for this week.
The historical range for this last week in March is 34.657 million gallons with a maximum of
385.917 million gallons and a minimum of 351.260 million gallons.
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Figure 3: Comparison of Crude Oil Weekly Inventories from January 2009 to March
2014.
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Figure 4 shows the weekly gasoline inventories for the West Coast (PADD5). Gasoline
inventories for PADDS for the week of March 21, 2014, totaled 29.824 million gallons, 3.3 percent
less than 30.842 million gallons for the 5-year average. U.S. inventories are tracking in similar
trends.

Figure 5 shows the weekly distillate inventories for the West Coast (PADDS5) which can be
compared to the U.S. distillate inventories. Distillate inventories for PADD5 for the week of March
21, 2014, totaled 13.112 million gallons, 2 percent more than 12.853 million gallons for the 5-year
average. Comparatively, U.S. inventories for the same week were 17 percent below average.
Evidently, West Coast inventories for distillate are not subject to the same market conditions
mentioned above for the downward trending U.S. inventories.
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Figure 4: Comparison of Gasoline Weekly Inventories (West Coast PADD5) from

January 2009 to March 2014
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Figure 5: Comparison of Distillate Weekly Inventories (West Coast PADD5) from

January 2009 to March 2014
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Alaska North Slope - Washington State’s Bench Mark Crude

This month’s Fuel and Vehicle Trends Report provides updated and revised monthly first
purchase prices for Alaska North Slope (ANS), West Texas Intermediate (WT]I) and Europe Brent
Spot Price FOB (Brent). EIA publishes both first purchase prices in the Domestic Crude Oil First
Purchase Prices for Selected Crude Streams (EIA, 2014f). Figures 6 and 7 show the monthly first
purchase crude oil prices for ANS, WTI and Brent for all 12 months of 2013. The WTI-ANS price
discount fell to S$0.40) per barrel in the 4™ quarter of 2013 from ($4.66) per barrel in the 3" quarter
of 2013. The 2™ quarter showed a similar WTI-ANS discount of ($0.22) per barrel. The 4™ quarter
average for the Brent-ANS price discount grew to ($16.51) per barrel from ($10.84) per barrel in
the 3rd quarter of 2013. The annual average for the WTI-ANS discount declined to $0.68 per barrel
in 2013 from $6.59 per barrel in 2012 and $6.07 per barrel in 2011. In comparison, the annual
average of the ANS-Brent discount remained fairly even in 2013 at ($12.79) per barrel compared to
($13.31) per barrel in 2012 and ($12.79) per barrel again in 2011.

Figure 6: First Purchase Monthly Prices for West Texas Intermediate and Alaska
North Slope and Europe Brent Spot Price FOB, January 2009 to December 2013
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Figure 7: Comparison of Quarterly Price Differences ($/barrel) for the First Purchase
Monthly Prices for WTI, Cushing, & Brent Spot Compared to Alaska North Slope

Calendar Year / Price Differential  Price Differential
Quarter ANS-WTI ANS-Brent
2009 Average ($2.88) ($6.65)
2010 Average ($4.26) ($7.34)
2011 Average $6.07 ($12.79)
2012 Average $6.59 ($13.31)
2013 Average $0.68 ($12.79)
2013:Q1 $7.79 ($14.54)
2013:Q2 ($0.22) ($9.29)
2013:Q3 ($4.46) ($10.84)
2013:Q4 ($0.40) ($16.51)

Washington Retail Gasoline and Diesel Prices

Washington’s weekly retail regular gasoline price has increased 33 cents from $3.29 per
gallon in early February to $3.62 per gallon in late March. This 10 percent rise follows a relatively
quiet 3 months from November 2013 to January 2014 when prices averaged $3.32 per gallon each
month (Figure 8). Typically, state and national prices climb this time of year as refineries undergo
maintenance and gasoline demand increases. The March 2014 price through March 24 averages
$3.55 per gallon. A year ago, in March 2013, the average Washington retail regular gas price was
24 cents higher at $3.79 per gallon. Nationally, the weekly average regular retail gasoline price
increased to $3.61 per gallon in March 2014 through March 24 following a $3.36 per gallon average
price in February 2014. There is also significant regional variation with the West Coast again
having the highest prices in March through March 24 at $3.77 per gallon versus the lowest average
prices in the Gulf Coast and Lower Atlantic regions at $3.27 and $3.41 per gallon, respectively
(EIA, 2014e). In March 2014, EIA forecasted a national average retail regular gasoline price of
$3.45 per gallon for calendar year 2014 and $3.37 per gallon in 2015 (EIA, 2014b).

Washington’s weekly retail diesel price averaged $4.02 per gallon for March 2014 through
March 24 which was 4 cents higher than $3.98 per gallon in February 2014 (Figure 8). A year ago
in March 2013, the Washington diesel price was higher at $4.18 per gallon. Nationally, March
2014’s retail diesel price averages $4.01 per gallon, compared to $3.98 per gallon in February 2014.
This year’s national diesel price for March 2014 is 6 cents lower per gallon than the March 2013
average price of $4.07 per gallon. EIA is forecasting a national average retail diesel price of $3.85
per gallon for calendar year 2014 and $3.78 per gallon for calendar year 2015 (EIA, 2014b).
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Figure 8: Washington Retail Regular Gasoline and Diesel Prices ($ per gallon):
January 2, 2006 to March 24, 2014.
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California’s regular gasoline price increases to $3.92 per gallon in March 2014 through
March 24 compared to $3.68 in February 2014. California’s regular gasoline price for March 2014
is 30 cents higher than Washington’s $3.62 per gallon for the month. California’s on-road diesel
price per gallon increased slightly to $4.10 per gallon in March 2014 through March 24 from $4.08
per gallon in February 2014. Washington’s March 2014 diesel price is 8 cents lower at $4.02 per
gallon. California’s March 2013 gasoline and diesel prices were $4.14 and $4.25 per gallon,
respectively.
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BIODIESEL PRICE PREMIUM TRENDS
Analysis by Lizbeth Martin-Mahar, Ph.D.

Biodiesel Prices, Biodiesel Futures, and Soybean Oil Futures

Futures Prices

Biodiesel prices are dependent on the cost of the feedstock used in producing biodiesel.
Since soybean oil is the predominant feedstock for biodiesel, the futures prices for soybean oil are
examined. Figure 9 reveals the latest futures prices for soybean oil at the end of May through
March 2014. The future prices have ranged from nearly 49 cents per pound in May 2013 to a little
less than 40 cents per pound recently in March 2014 for future prices beginning in October 2015.
May 2013 had the highest futures prices for soybean oil of all eight months and this was likely due
to having a bad crop year in 2012 soy inventories were low which raised the soybean oil futures

Figure 9: Futures Prices for Soybean-oil (May through March 2014)
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prices. Then with the larger 2013 soybean crop, the futures prices started to decline in months July
2013-March 2014. This month in March the future prices started slightly lower than last month but
slightly higher than in January 2014, which was the lowest month for the past eight months. In most
months, the futures prices gradually grow in price per pound for a couple months and then futures
prices start to decline. By the end of 2015, soybean oil futures prices were relatively flat and
remained flat in 2016 and 2017. For March, the futures price is nearly the same price as the
previous two months of approximately 40 cents per pound in 2016 and this price continued into
2017 as well.

Historical Prices and Comparison of Tacoma and Portland B99 Prices

Since January 2012, B100 biodiesel prices in Washington have hovered around $6 per
gallon. B100 prices rose 1.5% from $6 to $6.09 per gallon in September 2012. Since that time,
B100 prices have not changed from $6.09 per gallon. Now in the third month of 2014, the same
B100 biodiesel price holds firm. This month the retail diesel prices, without fuel taxes, were nearly
the same as in February. As a result, the B100 biodiesel price premium remained fairly constant. In
September 2013, the B100 biodiesel price premium was $2.41 per gallon and since then, it has been
slowly rising monthly to $2.51 per gallon in March 2014. This is due to a slow decline in retail
diesel prices during the end of the calendar year 2013 and continuing in the beginning of 2014.

Following a different trend from the flat B100 biodiesel prices, the average B99 biodiesel
price in Tacoma has been falling and averaged $4.72 per gallon in March. In January, the Tacoma
B99 biodiesel price hovered a little more than $5 at $5.15 per gallon. Then it fell a little beginning
at the end of January and continuing in February to slightly below $5 at $4.82 per gallon in Tacoma.
Then in March, Tacoma B99 prices rose a little in the beginning of the month and then fell during
the last two weeks of the month so the March monthly average was $0.10 per gallon lower than the
average in February.

Even though Tacoma B99 prices averaged less than $5 per gallon in March and in February
2014, B99 prices in Portland were significantly less than B99 weekly prices in Tacoma. (see Figure
10). In January 2014, Portland’s B99 weekly average price was $3.84 per gallon or $1.31 per gallon
less than the weekly average B99 price for the same month in Tacoma. In February 2014, the same
trend continued, both B99 prices in Tacoma and Portland declined that month from January but the
Portland B99 weekly average price was only $3.16 per gallon or $1.65 per gallon lower than the
Tacoma weekly average B99 biodiesel price. This month the Portland B99 biodiesel price fell a
little on average to $3.15 per gallon and this was $1.57 per gallon less than the Tacoma weekly
average B99 price. Why is the Portland B99 weekly average price consistently so much lower than
the Tacoma’s weekly average B99 price? It would appear that the Portland B99 biodiesel market is
more competitive than the Tacoma market for B99 biodiesel. Oregon state requires biodiesel to be
blended into all diesel sold in the state which increases the demand for biodiesel and hence creates a
more competitive market with lower prices for B99 biodiesel in the Portland metro area compared
to the Seattle/Tacoma metro area.

10
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Figure 10: Comparison of Weekly Washington Biodiesel B99 in Tacoma versus
Portland and Regular Diesel Prices ($ per gallon): January 2014 through March 2014.
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Source: B99 Data - OPIS Fuel Price Survey for Tacoma and Portland and wholesale diesel prices
without fuel taxes

Figure 11: Washington OPIS B99 and B5 Biodiesel Prices in Tacoma

B99 (Combined Feedstock Biodiesel) | B5 SME Biodiesel

Monthly Price |$ Diff from | % Change Price | $ Diff from | % Change
Average ($/gal) | State Avg from State Avg | ($/gal) | State Avg from State Avg
Price Diesel Price | Diesel Price Diesel Price | Diesel Price
Feb. 2013 $4.82 $1.06 28.1% $3.29 -$0.47 -12.4%
Feb. 2014 $4.82 $1.22 34.0% $3.03 -$0.57 -15.8%
March 2013 $4.82 $1.02 26.7% $3.09 -$0.72 -18.8%
March 2014 $4.70 $1.05 28.8% $3.03 -$0.62 -17.0%
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Source: B99 and B5 biodiesel price data - OPIS Fuel Price Survey for various locations in
Washington State.

The monthly average B99 price in Tacoma in March was slightly lower at $4.70 per gallon
than the same month a year ago and February 2014 average price of $4.82 per gallon. As Figure 11
reveals, at the beginning of the year, the Tacoma B99 price spiked to $5.14 per gallon and then in
the following month, the B99 average price fell by $0.32 per gallon to $4.82 per gallon. In March,
the B99 fuel prices fell again by $0.12 per gallon to $4.70 per gallon. This is a similar trend we last
year for the first three months of the year as well. The January 2013 B99 fuel price spiked to $5.11
per gallon and then in the following month, the B99 average price fell again to $4.82 per gallon. In
March 2013, the B99 average price did not fall month over month like it did this year; instead it
remained at $4.82 per gallon. The trend in the B99 price premium in 2014 is consistent with the
trends last year. In January 2014, the B99 price premium was 43% versus 42.5% in January 2013.
In February 2014, the B99 price premium dropped to 34% which was similar to last year with a
decline to 28% in February 2013. This month, there has been a further decline in the B99 price
premium in Tacoma to 28.8% which is consistent with the 2013 trend in B99 price premium with a
drop to 27%.

Since the beginning of calendar year 2014, the monthly average B5 biodiesel price in
Tacoma has hovered at $3 per gallon. In January, the average B5 biodiesel price was $2.99 per
12
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gallon and it rose a little in February to $3.03 per gallon and it remained there on average in March
as well. This month’s B5 price discount was $0.62 per gallon (17%) which was five cents higher
than the previous month at 15.8% discount and the previous January B5 price discount was right in
between February and March at $0.60 per gallon (17%). Overall, February and March 2013 B5
prices were higher than the corresponding months this year. In March 2014, the B5 price discount is
lower than it was a year ago as well.

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.

Now during the first three months of 2014, West Texas Intermediate (WTI) crude oil prices
have started to rise a little. In January, WT]I crude oil prices averaged $95 per barrel and prices rose
to $100.9 per barrel in February and now in March WTI crude oil prices are the same at $100.8 per
barrel. Since the beginning of the 2013, WTI crude oil prices have been pretty stable, beginning the
year at $94 per barrel; and rising and falling slightly so by the end of year, December’s monthly
average was $4 per barrel higher at $98 per barrel. The rise in the monthly crude oil prices since the
beginning of 2014 was not anticipated in the February 2014 price forecast so the actual WTI crude
oil prices for the first quarter of 2014 were above the February quarterly forecast for the 1% quarter
of 2014 by 2.3%. In January 2014, the crude oil price for WTI was $95 per barrel. In February, the
monthly average crude oil price was nearly the same as the previous month and was also above the
February quarterly average forecast of $94.5 per barrel by nearly 7%. The same trend continued in
March with the average WTI crude oil price being $100.8 per barrel which was 6.6% above the
quarterly forecasted price for the second straight month.

13
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Figure 12: Percent Change in February and March 2014 Average Fuel Prices
Compared to the February 2014 Price Forecast

March 2014

February 2014 |

O Crude Oil (WTI) BWA Retail Diesel BWA Retail Gas
I I
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Source: Washington Transportation Revenue Forecast Council February 2014 Forecast, EIA and
AAA weekly fuel prices

Since February 2014, retail gasoline prices have been moving up. In February Washington
retail gas prices averaged $3.33 per gallon and the average in March is now $3.55 per gallon, an
increase of $0.22 per gallon in one month. It appears that the increase in gas prices is starting to
slow down. The February retail gas price forecast for the first quarter of 2014 predicted gas prices
to average $3.35 per gallon. In February, the actual Washington gas price was very close to forecast
at $3.33 per gallon, only two cents or 0.6% below the forecast. In March, the actual retail gas prices
came in at $3.55 per gallon or 6% above the February forecast. Overall, the first quarter of 2014
actual fuel prices came in slightly above the forecast at $3.40 per gallon versus the forecast of $3.35
per gallon.

In the past several editions of the Fuel and Vehicle Trends Report, we described retail diesel
prices in one word “flat” and that single word for the most part continued in February but in March
now retail diesel prices have started to rise a little like retail gas prices. In January 2014, the average
retail diesel price was $3.96 per gallon and the average price only went up 1 cent in February to
$3.97 per gallon. In March, the average retail diesel price rose 5 cents per gallon to $4.02 per
gallon. Overall, for the first quarter of 2014, the average retail diesel price has averaged $3.99 per
gallon which is just 2 cents more than the last forecast for the first quarter of 2014 at $3.97 per

14
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gallon. The February 2014 forecast for the average Washington retail diesel price for the first
quarter of 2014 was nearly dead on with the February actual average retail diesel price. In March,
retail diesel prices rose to $4.02 per gallon, or 1.4 percent above the first quarter of 2014 forecast.
Overall, for the entire quarter, the actual retail diesel prices have been coming in very close to the
last quarterly forecast.

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 February 2014 forecast, one month of fuel tax collections have
been reported for February 2014. Overall fuel tax collections came in at $98.1 million in February,
which was slightly below the February forecast of $98.6 million by $0.50 million (Figure 13). In
February, gas tax collections came in at $79.7 million, which was $1.1 million or 1.4 percent, above
the forecast of $78.6 million. Diesel tax collections came in at $18.3 million which was below the
February forecast by $1.63 million or 8.2 percent.

So far, overall we are tracking our latest fuel tax revenue forecast well.

Figure 13: Motor Vehicle Fuel Tax Collections in February 2014 Compared to the
February 2014 Revenue Forecast.
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Source: Washington Transportation Revenue Forecast Council February2014 Forecast and State
Treasurer’s Office monthly fuel reports
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VEHICLE TRENDS
Analysis by Thomas L. R. Smith, Ph. D.

Vehicle Registrations and Revenue

For vehicle registration purposes, we only have one month of data to discuss since the
February forecast. Passenger car registrations came in lower by 3.1 percent than we had expected,
while trucks were 4.7 percent lower than expected (see Figure 14). For the last couple of months,
we have been experiencing quite a bit of fluctuations in registrations, but the bottom line is that
under forecasts in one month tend to be corrected the next.

Figure 14: Vehicle registrations Forecast vs. Actual.
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Source: Washington Transportation Revenue Forecast Council February 2014 Forecast and Department of
Licensing Report 7, February 2014.

This is illustrated in the revenue forecasts. While we had only one month of vehicle
registrations since the last forecast, we now have two months of revenue data due to not having
January revenue data when we completed the February Forecast. Therefore, we are looking at both
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months of actuals, January and February for this analysis. In January, the Department of Licensing
collected much more revenue than we expected. We collected $1.2 million more in $30 basic fee
registration revenue and $7.3 million more in truck revenue. For all Licenses, Permits, and Fees
(LPF), collections were $9.3 million over forecast. In February, we saw just the opposite. Basic fees
were $200 thousand below forecast, while trucks were $5.4 million below forecast. Total LPF
collections were $6.5 million below forecast in February. For the two months together, we are just
about on target with the latest forecast. Basic vehicles are only $1 million over forecast; trucks, $2
million over; and total LPF collections are only $2.8 million or 3.5 percent over forecast (see Figure
15).

Figure 15: Vehicle revenue for February 2014 Forecast vs. Actual.

5600
550.0 _
o 540.0 _
c
o —
= 5300
=
7]
E £20.0
©
(]
$10.0 1
50.0 V—ﬂ T_Z-ZL
$100 1 1 1 Feb Feb Feb Total
anuary anuary anuary ruary ruary ruary a )
Forecast Adtual Difierence | Forecast Adtual Difierence | Difference Percent Differance
mBasic F e Vehides (530) 5110 5122 512 108 06 502 10 47%
mVehicles Registering by Weight 15,1 $22.3 $7.3 516.3 5114 554 518 5.8%
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Source: Washington Transportation Revenue Forecast Council February 2014 Forecast and Department of
Licensing Balance Forward, January and February 2014.

New Car and Truck Registrations from Sales

New passenger vehicle registrations for December 2013 and January 2014 continue the
trend of increased sales over the same period of the previous year, while February 2014 sales were
down slightly from February 2013. See Figure 16 for details. December 2013 sales for passenger
cars exceeded December 2012 by 13 percent, while December 2013 truck sales exceeded the
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previous December by 15.6 percent. The trend continued in January, with January 2014 passenger
car sales being higher than January 2013 by 2.5 percent and truck sales by 11.5 percent. These
figures aligned nicely with the Washington State Automotive Dealers Association’s Washington
Auto Outlook for the Fourth Quarter 2013, which said that new vehicle sales should continue these
trends through 2014. February, however, did not continue the trend. Passenger car sales for
February 2014 were 3.4 percent below February 2013 and truck sales were 5.3 percent below the
previous February (see Figure 16). It is too early to know if this is just a temporary pause in the
trend or if a new trend is developing. Most media outlets are saying bad weather in February has
much to do with lower sales. Nationally, new commercial truck orders are up, Transport Topics
(Clevenger, March 10, 2014) reports and that industry newspaper expects the trend to continue.

Figure 16: New vehicle registrations Comparisons
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Source: Department of Licensing Report 14.

SUBSCRIBING TO THE FUEL AND VEHICLE TRENDS REPORT. The Fuel and Vehicle Trends is available at
this link. From there, you can download the current report in a PDF, look at back issues, or subscribe to a
notification service that lets you know when the next report is available. You may also click this link to
subscribe.
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