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	NYMEX Light Sweet Crude
	-0.25
	$48.64

	IPE Brent
	-0.51
	$44.38

	Gasoline NY Harbor
	-0.0215
	$1.2894

	Heating Oil NY Harbor
	-0.0377
	$1.4449

	NYMEX Natural Gas
	-0.353
	$6.762


                                                               
Oil Demand on the Up-rise
World oil demand is growing at its fastest pace in 16 years. U.S., European and Japanese economies are finally growing again and China is taking oil at enormous volumes.  Imports are 20 percent higher than a year ago to power its manufacturing and to make gas for its booming car market. The world consumed 79 million barrels of oil a day in the third quarter. Forecasts call for that to rise to   

  82.5 million in the fourth quarter.
Low Inventories

Stocks of oil are low by historic standards, removing a cushion between demand and supply. The unusually cold winter in the Northern Hemisphere caught oil companies shorthanded, forcing them to run down stocks. But oil companies are keeping less oil on hand than in the past to lower their cost of business. OPEC has kept its stocks low as a matter of policy.

Economic Scare

	

	OPEC's 11-member states pump 39 percent of the world's oil production and half of oil exports. The 44-year old cartel tries to manage prices by regulating output, though quotas rarely reflect true OPEC output. But while OPEC opted to raise output at its June 3 meeting in Beirut, most members are producing at full capacity already. OPEC also has internal policy divisions between pro-U.S. members such as Saudi Arabia and Kuwait and countries less favorably disposed to the Bush administration such as Iran and Venezuela.

	


	

	Although the U.S. gets only 10 percent of its oil from the Persian Gulf, the Middle East remains the world's largest oil producing region. Recent violence in Saudi Arabia, including a deadly attack by Islamic militants in Khobar, and a fear that al Qaeda-linked forces are trying to provoke civil war in the kingdom have again raised fears about supply interruptions. Continuing unrest in Iraq will delay the return of its oil to world markets in any significant volume. 

	


	

	The world's oil infrastructure has many points open to terrorist attack, but it would take simultaneous strikes to cause a significant disruption. Oil wells, pipelines and tankers are the least of the worries. Ports are a bigger potential chokepoint because most oil producing nations have only one or two terminals. But with U.S. refineries already at full capacity -- no new ones have been built for years because of environmental concerns and NIMBYism -- taking out one would send U.S. fuel prices soaring. 

	


	

	Although oil -- and natural-gas -- prices have risen sharply, they will likely have only mild effects on overall economic activity, making real U.S.gross domestic product only about 0.9 percent lower than it would otherwise be. Not enough to derail the recovery. Businesses also have more experience with energy price shocks; they understand how the shocks affect them and how other segments of the economy will respond. But many of the factors behind the recent surge in prices are likely to persist.

	


High oil prices push up inflation through higher energy and transportation costs; they can push up interest rates and trim economic growth too. A $1 gain in crude oil prices adds $280 million per year to U.S. airlines' fuel bills. If price rises are steep enough or last long enough, they can trigger recessions, as happened in 1973-1974, when OPEC tripled oil prices overnight, and in the 1980s, when oil prices stayed above today's prices in real terms for seven years.
Crude settles at $49 a barrel

Oil prices rose on Tuesday but retreated from an earlier break above $50, as dealers awaited a U.S. government report that is expected to show a small increase in thin heating oil stocks ahead of winter. U.S. light crude rose 25 cents to $48.64 a barrel after hitting as high as $50.25 in open-call trade, adding to a more-than-$3.50 rebound since last week on renewed supply jitters. London Brent rose 7 cents to $44.38.

"There is a stay of execution while the weather does not go cold, but I still think that distillates are a problem in the longer term," said Geoff Pyne, analyst for Sempra Energy. Traders who are short of heating oil futures contracts fear a repeat of the past two weeks when U.S. distillates inventories, including heating oil and diesel, failed to build as expected due in part to soaring domestic consumption and ferocious competition for imports. U.S. distillate demand has been running about 8 percent above last year on the back of strong trucking and manufacturing activity, pushing national stockpiles down for nine straight weeks to 15 percent below a year ago, according to the latest government data. The U.S. Energy Information Administration (EIA) report, due for release on Wednesday at 1030 ET for the week to Nov. 19, is expected to show a small 400,000-barrel rise in distillates, a Reuters poll found. Crude inventories are also expected to climb a bit, bolstering a year-on-year surplus.

At last, Alaska is part of the game
The U.S. Interior Department gave final approval to a plan by ConocoPhillips and partner Anadarko Petroleum Corp. to develop five tracts around the oil-rich Alpine field on Alaska’s North Slope. The department’s Bureau of Land Management authorized the first commercial development of the National Petroleum Reserve in Alaska, allowing the companies to go forward with developing the tracts, which are located in the northeastern corner of the reserve. Production from these fields, which together hold more than 330 million barrels of oil, will start by 2006, according to the BLM. They will supplement production from the Alpine fields, which hold 429 million barrels and have a daily oil output of about 100,000 barrels.

Gas prices drop as consumption goes down

A seasonal drop in consumption and lower crude oil prices contributed to a dip in prices at the gas pump over the past two weeks.  Between Nov. 5 and 24, the average national price for all grades of gasoline dropped to $1.99, down 5 cents from the previous two weeks, said Trilby Lundberg, who publishes the semimonthly Lundberg Survey of 7,000 gas stations across the country. Prices for all grades have dropped nearly 8 cents over the past four weeks.
The biggest seller, self-serve regular, had an average national price of $1.96 per gallon, down just over 5 cents. Mid-grade was $2.06 a gallon, down 5 cents, while premium was $2.16 per gallon, down 5 cents.  Of the cities surveyed, San Francisco led the nation in pump prices. The average price for a gallon of self-serve regular was $2.32. The best bargain was St. Louis, Mo., where the average price for self-serve regular was $1.67.

In California, the average price for self-serve regular dropped more than eight cents per gallon to about $2.29. The survey included an average of pump prices from Los Angeles, San Diego, San Francisco, Bakersfield, Fresno, Sacramento and Stockton. Lundberg said gas prices have been declining because of lower crude oil prices and because of a traditional dip in gasoline consumption in the winter months. “The short-term pump price prospects are for more declines,” Lundberg said, adding that she doesn’t expect the price of crude oil to increase in the near future.
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