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illuminating the markets 

• Exporting around lower mandates 
◦ Shifting export landscape 

◦ Asian demand profile 

◦ Europe closed off 

◦ Arbitrage closures 

• Market impact of logistics 
◦ Rail congestion 

◦ Inter-commodity rail competition 

◦ Overhauling an industry 

• Outlook for LCFS in 2014 
◦ LCFS in oversupply 

◦ Biodiesel is main beneficiary 

 

Presentation overview 
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illuminating the markets 

• Argus reports on every global energy market. 

• A world leader in energy price indexation. 

• Owned by the family of the founder and by the employees. 

• Over 500 employees. 18 offices. 

• Recent acquisitions 
◦ FMB (Fertilizers) 

◦ DeWitt, JJ&A (Petrochem) 

• Recent expansions 
◦ US Natural Gas 

◦ Base Oils 

• Indexation 
◦ US Crude oil 

◦ Global NGLs 

◦ US Clean products 

 

Who is Argus? 
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illuminating the markets 

• Global crude and product prices are indexed on Argus 

• Argus indexation is used by end-users globally; 

transportation companies, airlines, utilities 

throughout North America, Europe and Asia 

• Argus indexation is used by refiners in transfer pricing 

for clean products 

• Argus is the leading index for US domestic and 

imported crude 

• Argus assessments are used in financial risk 

management instruments i.e. RINS, biofuels  

 

Argus in global energy markets  
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Daily price reports 
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illuminating the markets 

• EPA cuts proposed 2014 standards 

◦ Renewable fuel mandate drops 8% to 15.21bn USG 

◦ Corn ethanol requirement falls nearly 6% to 13.01bn USG 

◦ Higher threshold for volumetric blendwall 

• Cheap corn enhances US competitiveness abroad  

◦ US corn prices fell more than 50% from 2012 high 

◦ Crush spread as high as $4.19/bushel 

◦ US Ethanol highly competitive from Oct 2013 through Feb 

2014  

• US corn ethanol lowest priced fuel in the world 

◦ Jan 2014 US exports eclipse 64,000 b/d – most since Dec 2011 

 

Exporting around lower mandates 
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Proposed biofuels mandate 2014 
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illuminating the markets 

• Canada consistent demand – limited growth 
◦ Most of Canada E5 some provinces 7.5% & 8.5% 

◦ RFS requirement of 2bn liters  

◦ Production Capacity of 1.7bn liters 

◦ Deficit of 79mn USG / 1.9mn bl 

• New demand from The Philippines  
◦ Only 20pc of Philippines demand can be covered by production 

◦ E10 mandates in Thailand & The Philippines 

• Surging Brazilian demand 
◦ Brazil E25 blend – government capping gasoline prices to control 

inflation, boosting demand 

◦ Large debt, financing issues, recent bad crops could turn 
country net short 

 

Shifting export landscape 
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Canada hits its own blendwall 
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The Philippines soaks up US barrels 
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Asia demand profile 
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Mandate Production Imports 

India E5 1.9bn l/yr No 2014 imports 

Indonesia E3 40mn l/yr 
No 2014 imports 

Net exporter 

Thailand E3 / E10 22mn l/yr Formerly Exporter 

The Philippines E10 80mn l/yr 
2013 Imports 

250mn l/yr 



illuminating the markets 

US ethanol trade with Brazil 
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illuminating the markets 

• Reduced advanced biofuel mandates 

◦ 2013 standards saw 1.46bn USG requirement for advanced 

fuels when allowing for nesting reductions 

◦ 2014 could see just 900mn USG of requirement 

• Collapsing of the D5/D6 RIN advantage / LCFS tumbles 

• Brazil’s poor harvest will curb exports 

◦ 2014/2015 harvest forecast 570-575mn t 

◦ 2013/2014 harvest was 596mn t 

◦ Q1 2014 exports down 47pc from Q1 2013 

 

US- Brazil trade in 2014 
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Erosion of the advanced RIN incentive 
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illuminating the markets 

US 2012 export profile 
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illuminating the markets 

US 2013 export profile 
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illuminating the markets 

Jan 2014 US exports 
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Exports tighten US inventories 
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• Rail logistics drive ethanol rally 

◦ Low temps freeze switches, reduce air brake performance 

◦ Train size down as much as 20% 

◦ US train length restrictions stricter than Canadian 

◦ Dwell times double, Return times double 

• Inter-commodity rail competition 

◦ Crude by rail, Coal, Midwest propane 

◦ Cochin pipeline reversal 

• Producers turn to trucks 

◦ Trucking as far as 700 miles to market 

 

Rail rally hits 
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US market off the rails: Rule 11 premium to Argo 
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US market off the rails: Nebraska UP 
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US rally closes the door 
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illuminating the markets 

• Inventories depleted from heavy exporting 
◦ US Atlantic coast supplies at all-time low 

• Heavy backwardation & volatility discouraging resupply 
◦ Global producers hesitant to export into backwardated US 

market 

• Rail congestion leading to short squeezes 
◦ Responsible for record high prices 

• Export arbitrages slammed shut 
◦ Barrels intended for Asia blending back to US spec 

• Production down 
◦ Producers have storage for up to 10 days of output 

• Use of trucking increased sharply 
◦ Trucks economic to move volumes as far as 700 miles 

 

Current state of US ethanol market 
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illuminating the markets 

• Targets took effect in 2011, significant amendments 

pending for this fall 

• Program is currently well oversupplied, but is 

expected to become very short in later years  

• Market really kicked off in late 2012/2013 

• British Columbia, Oregon and Washington either have 

ones or are intending to get them in place 

 

The Low-Carbon Fuel Standard 

Copyright © 2014 Argus Media Ltd. All rights reserved. 
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LCFS targets 
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illuminating the markets 

• LCFS credit prices have 

fallen significantly due 

to: 

◦ Uncertainty over the 

amendments this year 

◦ The pause in targets 

through 2015 keeping the 

market in oversupply 

longer 

◦ Lack of speculative 

appetite to carry credits 

to later in the decade 

 

Oversupply weighing on credit prices 
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illuminating the markets 

Biofuel use starting to tick up 
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Ethanol Bio- and Renewable Diesel
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illuminating the markets 

Mainly on the biodiesel side given incentives 
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illuminating the markets 

Ethanol incentives generally less per gallon 

Copyright © 2014 Argus Media Ltd. All rights reserved. 

0

20

40

60

80

100

120

140

160

Oct 12 Jan 13 Apr 13 Jul 13 Oct 13 Jan 14

U
S
C
/
U

S
G

 

Ethanol RIN 90.1CI Corn 78.87 CI Sorghum 63.88CI Corn 58.4CI Sugarcane



illuminating the markets 

But enough to push high CI out of the market 
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illuminating the markets 

• At some point no 

ethanol will make E10 

gasoline compliant on 

its own 

• Likely carrying of 2013 

standard through 2015, 

ILUC changes help  

• Incentive remains to use 

lowest-carbon ethanol 

possible 

 

Gasoline blending under LCFS 
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E10 deficits/credits 

Gasoline Deficits
58.4CI sugarcane
58.4CI after ILUC change



Any questions? 



Zander Capozzola 

Biofuels Editor, Americas 

Zander.Capozzola@argusmedia.com 

713-429-6332 
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