TALKING POINTS
There has been an unusual amount of movement in the price of oilheat today, what are some possible explanations for it.

1)
The Secretary of State made a very strong case to the international community describing Iraq’s non-compliance with Resolution 1441.  This is a major step towards taking action in the middle-east.

2)
Additionally, the American Petroleum Institute released inventory figures for the previous week (ending January 31, 2002) which showed significant decreases in distillate inventories.  However, it should be noted that during that week, the weather was extremely cold, and many interruptible customers turned to oilheat.  While supply is flowing to fill that gap, it does take a short period of time, and until it is restored, inventories will appear low compared to previous years.  API estimates that there is approximately 30 million barrels of distillate in working inventory, and available for distribution.  On average, during the winter four major months of winter (December – March), 1.4million barrels of distillate are used per day for heating.  

3)
As a result, uncertainty in worldwide oil markets is very high, as the timing for steps by the United States is uncertain, and what type of response Iraq will put forward is also uncertain.  This uncertainty is very difficult for markets to accommodate, and the first rule of uncertainty is to lock down supply.  Thus, for this short period, many people are buying the unaccounted for product, and demand is exceeding supply.  In the short term, this will feed on itself as buyers try to get ahead of the next price increase by buying early.

4)
These price changes do not appear to be fully supported by market fundamentals.  The crude oil problem stemming from Venezuela is abating and that source of crude will be returning to full capacity in the coming months.   Additionally, refinery production of distillate for the week ending January 31st was nearly 10 percent higher than the previous week.

5)
Additionally, the transportation infrastructure is functioning normally, as the rivers, harbors and pipelines are all functioning well.  Thus, the system will be able to respond to the normal demands of the market.

6)
While, actions in the middle-east will have a dramatic impact on the world’s energy climate, the United States has taken significant steps to ensure that world oil production and refining is not disrupted in the event of a war.  The President’s plan to rebuild Iraq requires these fields to be operational and thus they are a key goal of the United States, which has been planned for since the beginning of the operation.  
