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A Hedge Solutions Petroleum Status Report

The information provided in this market update is general market commentary provided solely for educational and informational purposes. The
information was obtained from sources believed to be reliable, but we do not guarantee its accuracy. No statement within the update should be
construed as a recommendation, solicitation or offer to buy or sell any futures or options on futures or to otherwise provide investment
advice. Any use of the information provided in this update is at your own risk.
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The Weekly Petroleum Status Report released by the Energy Information Administration (EIA) this morning was largely bullish. The agency
reported larger than predicted declines in commercial crude oil and gasoline stock levels for the week ended May 23, a surprise draw from distillate
inventories and a smaller-than-expected rise in combined propane/propylene inventories. Nevertheless, the complex was seeing losses of between
0.8% (RBOB) and 1.4% (ULSD).

Crude oil inventories saw a larger-than-expected draw of 2.80mb on increased exports, despite a dip in refining activity and a rise in imports.
Crude stocks fell to 440.36mb, which is 3.2% lower than last year and 5.9% below the five-year average for the reporting week. Stock levels at the
Cushing, OK hub, on the other hand, rose by just 0.08mb to 23.51mb, and are now 32.0% lower than last year and at a sharp deficit of 39.9% against the
historical norm. US inventories tend to trend lower from early June through late-September, when refinery maintenance operations ease up the
pressure.

Exports jumped 0.79mb/d higher last week, averaging 4.30mb/d, which is only 0.08mb/d higher than last year. On the other hand, imports rose by
0.26mb/d to 6.35mb/d, but this is still 0.42mb/d lower compared to the same week last year. Moreover, refinery runs fell by 0.16mb/d to 16.33mb/d,
with a 0.5 percentage-point decline in the US refinery utilization rate to 90.2% of installed capacity. Runs are now 0.75mb/d weaker compared to last
year. Refining activity, according to the five-year average, tends to rise seasonally through the middle of August.
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Gasoline
NYH Cash Differentials to Spot NYMEX HO and D4 RIN
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Distillate stocks saw a surprise and counter-seasonal draw of 0.72mb, leaving inventories at 103.41mb. The draw was aided by stronger
implied demand, while an increase in production and weaker exports helped limit the size of the draw. Implied demand rose by 0.48mb/d to 3.89mb/d
and this is 0.10mb/d higher than last year. Exports fell by 0.22mb/d to average 1.14mb/d, which is still 0.10mb/d higher than last year. Imports were
little changed at 0.11mb/d (0.05mb/d weaker than last year). Also helping limit the withdrawal, production rose by 0.10mb/d, averaging 4.81mb/d,
which is 0.22mb/d lower than last year. US inventory levels are now 13.3% weaker than last year and 19.1% below normal. A bearish note in this
week's report was a 0.94mb build in the East Coast stocks - home to the New York Harbor delivery point for the NYMEX HO (ULSD) futures contract.
PADD 1 stockpiles rose by 0.94mb to 23.56mb. This left regional inventories at a 17.0% deficit to last year’s levels and an even sharper 32.5% deficit to
the five-year average.

Gasoline inventories saw a larger-than-estimated and counter-seasonal draw of 2.44mb. The Memorial Day weekend is the typical kick-off date
for the summer driving season but the five-year average shows slight builds through mid-June, when inventories turn southwards and fall through
early November. The draw was helped by a 0.81mb/d jump in implied demand, which averaged 9.45mb/d last week and are 0.30mb/d higher than last
year. On the other end of the equation, production rose by 0.19mb/d to 9.75mb/d, but this is still 0.26mb/d below last year’s levels. Also helping limit
the size of last week’s draw was a 0.36mb/d dip in exports, which averaged 0.63mb/d - down 0.33mb/d y/y. East Coast stocks saw a sharper decline of
2.95mb last week, falling to 55.24mb. East Coast stock levels are just 0.1% lower than last year and 6.8% weaker than normal. US inventories overall
are 2.5% lower than last year and 3.5% below normal.

Propane inventories saw a smaller-than-expected build of 2.00mb with a sharp decline in domestic demand. Implied demand, as measured by
product supplied, tumbled 42.2% or 0.36mb/d lower to average 0.49mb/d, near the 0.46mb/d we saw during the same period last year. The build
could have been even larger, but net exports increased by 29.4% (0.47mb/d) to average 2.08mb/d. Gulf Coast stocks rose 0.93mb to 35.34mb, which is
4.2% below the five-year average for the week. Midwestern inventories were up by 0.78mb at 12.72mb, which is 14.4% weaker than normal. US
inventories overall rose by 3.8% to 55.10mb and are 8.8% weaker than normal. Fractionated and ready for sale propane stocks saw a larger weekly rise
0f 9.6% to 25.40mb.
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