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Preface

The Energy Information Administration (EIA) presents future cases of quarterly short-term energy supply, demand,
and prices for publication in February, May, August, and November in the Short-Term Energy Outlook (Outlook). An
annual supplement analyzes the performance of previous forecasts, compares recent cases with those of other
forecasting services, and discusses current topics related to the short-term energy markets. (See Short-Term Energy
Outlook: Annual Supplement, DOE/EIA-0202.) The principal users of the Outlook are managers and energy analysts
in private industry and government.

The forecast period for this issue of the Outlook extends from the third quarter of 1991 through the fourth quarter
of 1992. Some data for the second quarter of 1991 are preliminary EIA estimates (for example, some petroleum
estimates are based on statistics from the Weekly Petroleum Status Report) or are derived from internal model
simulations using the latest exogenous information available (for example, some electricity demand estimates are
based on recent weather data).

The cases are produced using the Short-Term Integrated Forecasting System (STIFS). The STIFS model is driven
principally by the following sets of assumptions or inputs: estimates of key macroeconomic variables, world oil price
assumptions, and assumptions about the severity of weather. Macroeconomic estimates are produced by
DRI/McGraw-Hill, but are adjusted by EIA to reflect EIA assumptions about the world price of crude oil, energy
product prices, and other assumptions which may affect the macroeconomic outlook. (The EIA model is available
on computer tape from the National Technical Information Service.)

The cases and historical data are based on EIA data published in the Monthly Energy Review, Petroleum Supply
Monthly, and other EIA publications. Minor discrepancies between the data in those publications and the historical
data in this Outlook are due to independent rounding. All percentage changes are calculated from the values in the
tables rather than from any rounded numbers cited in the text.
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Gradual Improvement
in the Economy Expected

U.S. Petroleum Demand
to Pick Up by 1992

U.S. Petroleum Output
Looks Strong Now, but
Decline Resumes in 1992

Natural Gas Demand
Sluggish in 1991, but
Improves in 1992

Electricity Demand Growth
Expected this Year, Despite
Economic Recession

Coal Production Retreats
from Record Levels

Highlights

In the underlying economic forecast, only gradual growth in the economy
is expected through 1992 for several reasons. First, housing sales and
residential construction, sectors that usually grow quickly after recessions,
still suffer from overcapacity. Second, consumption is not likely to rebound
as fast because debt levels remain high. Third, fiscal policy is not likely to
provide further stimulus since both the Federal and State governments are
under pressure to cut spending. Finally, recent losses and increased capital
requirements in the financial sector will slow the expansion of credit over
the next several quarters.

The combination of economic recession, milder-than-normal weather, and
some efficiency gains is expected to depress U.S. petroleum demand in
1991. By 1992, however, an assumed return to normal weather and
progress toward economic recovery are expected to induce an increase of
1.6 to 2.8 percent in petroleum consumption, depending on the oil price
path.

This year is expected to provide a brief respite from the annual decline in
U.S. crude oil production that has occurred since 1985, with the 1991 level
expected to remain about even with the 1990 output of 7.4 million barrels
per day. Next year, production is expected to resume declining to between
6.9 and 7.3 million barrels per day depending on the level of world oil
prices and other factors.

Total natural gas demand in 1991 is expected to be about even with the
1990 total, mainly because of the recession, but also because industrial gas
use rose sharply during the Persian Gulf crisis with its attendant oil price
spike. Industrial sector use during the first quarter of 1991 was at especially
high levels due to favorable supply conditions. By 1992, all major sectors
are expected to show growth. Natural gas prices are expected to remain
low compared to historical levels as gas availability remains high relative
to current demand.

Electricity sales are expected to increase slightly in 1991, despite the
economic recession. Total sales are expected to rise by 1.5 percent in 1991,
even though gross national product is expected to decline slightly.
Continued growth in the residential sector should offset a decline expected
for industrial sales in 1991. By next year, an improved economic climate
should boost demand in all sectors and result in total growth of 3.6 percent
in the mid-price case.

U.S. coal production is expected to retreat to just over 1 billion tons in 1991,
following a year in which domestic output surged by nearly 5 percent, or
48 million tons. Coal stocks, which were generally reduced between 1987
and 1989, were replenished in 1990 and are currently at quite adequate
levels, particularly with weak demand this year. A recovery in coal
consumption is expected to lead to increases in coal output that would yield
a 1992 total close to the 1990 record of 1.029 billion short tons.

Note: The data referenced may be found in Table 1 or in the tables located in the back of this report.
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Table 1. U. S. Energy Supply and Demand Summary

Price Year Annual Percentage Change
Range* 1989 | 1900 | 1991 | 1902 1989-1990 | 1990-1991 | 1991-1992
Real Gross National Product
(billion 1882 dollars) ........... ..o i, Mid 4120 4157 4154 4264 0.9 -0.1 26
imported Crude Oll Price Low 17.29 16.00 -20.6 -7.5
(nominal dollars perbarrel) .................... Mid 18.09 21.78 19.12 20.25 20.4 -12.2 5.9
High 20.39 22.25 -6.4 9.1
Petroleum Supply
Crude Oil Production® Low 7.29 6.87 -1.0 -5.8
(million barrels perday) ..................... Mid 7.61 7.36 7.37 7.08 33 0.1 3.8
High 7.44 7.27 1.1 2.3
Net Patroleum Imports, including SPR Low 6.78 7.67 5.3 13.1
(million barrsls perday) ..................... Mid 7.20 7.16 6.64 7.28 0.6 -7.3 9.6
High 6.52 6.97 8.9 6.9
Energy Demand
Total Petroleum Product Supplied Low 16.63 17.09 2.1 2.8
(million barrels perday) ..................... Mid 17.33 16.99 16.58 16.92 2.0 2.4 2.1
High 16.54 16.80 -2.6 1.6
Natural Gas Consumption Low 18.58 18.89 -1.2 1.7
(trillion cubicfeet) ............... ...l Mid 16.80 18.80 18.78 19.36 0.0 -0.1 3.1
High 18.89 19.61 0.5 3.8
Coal Consumption
(million shorttons) ............. ...t Mid 891 895 897 928 0.4 0.2 3.5
Electricity Sales*
(billion kilowatthours) ....................... Mid 2647 2705 2746 2845 22 1.5 3.6
Gross Energy Consumption®
(quadrilion Btu) ........... ... ... i Mid 81.3 §1.6 81.2 83.5 04 -0.5 2.8
Thousand Btw/1882 Dollar of GNP . ............ Mid 19.73 19.63 19.54 19.58 0.5 0.5 0.2

*Price Range" refers to the imported refiners' acquisition cost of crude oil assumed for the scenarioc depicted. In ali cases for this table, the mid-case macroeconomic
outlook is assumed, and weather is assumed to be normal.

*Includes lease condsensate.

“Total annual electricity sales for historical periods are derived from the sum of monthly sales figures based on submissions by electric utilities of Form EIA-826,
"Monthly Electric Utility Sales and Revenue Report with State Distributions.” These historical values differ from annual sales totals based on Form EIA-881, reported
in several EIA publications, but match alternate annual totals reported in ElA's Electric Powsr Monthly, DOE/EIA-0226.

“The conversion from physical units to Btu is calculated using a subset of Monthly Energy Review (MER) conversion factors. Consequently, the historical data may
not precisely match that published in the MER.

SPR: Strategic Petroleum Reserve

Notes: Minor discrepancies with other published EIA historica! data are due to independent rounding. Historical values are printed in boldface, forecasts in /talics.
The forecasts were generated by the following simulations of the demand and supply subsystems of the Short-Term Integrated Forecasting System: D070191BBB17:53
and S071891BBB17:05 for the middle oil price cass; D0701918SB20:01 and $071991BSB17:12 for the low oil price case; and D070191BGB18:14 and
S071991BGB17:21 for the high oil price case.

Sources: Historical data: Energy Information Administration, Monthly Energy Review, DOE/EIA-0035(81/07); Petroleum Supply Monthly, DOE/EIA-0180(91/07);
Petroleum Supply Annual 1989, DOE/EIA-0340(89)/1; Natural Gas Monthly, DOE/EIA-0130(91/07); Electric Power Monthly, DOE/EIA-0226(81/07); and Quarterly Coal
Report, DOE/EIA-0121(91/1Q). Macroeconomic projections are based on DRI/McGraw-Hill Forecast CONTROL0691.
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Assumptions

World Oil Prices

Although there are many factors that affect the world
oil price, at least three are subject to substantial
uncertainty. These three factors are the amount of
excess OPEC oil production capacity, the amount of
excess petroleum stocks relative to petroleum demand
(as measured in days of forward consumption), and the
level of oil exports from the Union of Soviet Socialist
Republics (U.S.S.R.). The amount of excess OPEC oil
production capacity will be affected by the speed with
which Iraq and Kuwait are able to restore their oil
production and exports. In general, a lower level of
excess OPEC oil production capacity will place more
upward pressure on prices, but this pressure may be
offset, at least partially, by an abnormally high level of
petroleum stocks. Oil exports from the U.S.S.R. will be
determined by the relative decline rates of both Soviet
oil production and consumption, both of which are
highly uncertain at this time. In addition to these three
factors, another uncertain factor that will strongly affect
the world oil price is world economic growth, through
its effect on petroleum demand.

Because of this uncertainty, three different world oil
price cases are employed (Figure 1 and Table 4). These
cases are used to develop a mid-price case projection
and alternative projections for domestic petroleum
supply and demand.

In the mid-price case, the world oil price increases from
an estimated $18.13 per barrel in the second quarter of
1991 to $19 in the third quarter and then increases to
$20 in the fourth quarter of 1991, and to $21 in the
fourth quarter of 1992. This case is based on the
assumptions that excess OPEC production capacity will
remain limited and that OPEC member nations will
exert enough production restraint throughout the
forecast period to bring petroleum stocks back down
into a normal relationship with petroleum demand (as
measured by days of forward consumption) by the end
of 1992. It also assumes that the United Nations’
embargo on Iraqi oil exports will remain in force or that
lower production by other OPEC countries will offset
any increase in Iraqi oil exports. It is also assumed that
there will be a gradual restoration of Kuwaiti crude oil
exports beginning in the third quarter of 1991 and that
the rate of decline in oil exports from the U.S.S.R. will

Current Dollars per Barrel

History Cases
35
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Figure 1. Crude Oil Prices

Note: Imported prices are defined as the cost of imported crude oil to U.S.
refiners.

Sources: History: Energy Information Administration, Monthly Energy Review
(July 1991); and Oif and Gas Journal Energy Database. Cases: Table 4.

not accelerate. (The international petroleum forecast for
the mid-price case is discussed in detail on page 4.)

In the low oil price case, the world oil price decreases
to $16 per barrel in the third quarter of 1991 and
remains at this level throughout the forecast period. In
this case, it is assumed that production restraint by
OPEC member countries is weak and is only sufficient
to prevent a complete price collapse. Also, it is
assumed that the embargo on Iraqi oil exports is
removed and that production declines by other OPEC
member countries do not fully offset restored exports
from Iraq and Kuwait.

In the high oil price case, the world oil price increases
to $22 per barrel in the third quarter of 1991 and then
increases to $23 in the fourth quarter of 1992. In this
case, it is assumed that OPEC production behavior will
be at least as restrictive as in the mid-price case. At the
same time, other factors are assumed to contribute to
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greater upward pressure on the world oil price. These
could include larger declines in oil exports from the
U.S.S.R. or stronger economic and oil demand growth
by the Organization for Economic Cooperation and
Development (OECD) countries than assumed in the
mid-price case.

Macroeconomic Activity

The energy demand forecasts in this Outlook are
influenced by the assumption that economic recovery
began in the second quarter of 1991." This situation is
similar to the one presented in the last Outlook,
although the rate of recovery is now slower (Table 2).
The emphasis here is on a mid-economic scenario,
although high and low growth paths are considered in
deriving reasonable sensitivity ranges for petroleum
demand (Tables 2 and 8). Additionally, the projected
recovery is expected to be modest when compared to
historical experience. In the post World War II period,
the average growth rate in real gross national product
(GNP) during the first year of recovery was
approximately 6.0 percent. Growth in 1992 is forecasted
at 2.6 percent, less than half the first-year average for
the six recoveries in the postwar period.?

The economy is not expected to recover very rapidly for
several reasons. First, housing sales and residential
construction, sectors that usually grow quickly after
recessions, still suffer from overcapacity. Second,
consumption is not likely to rebound as fast because
debt levels remain high. Third, fiscal policy is not
likely to provide further stimulus since both the Federal
and State governments are under pressure to cut
spending. Finally, recent losses and increased capital
requirements in the financial sector will slow the
expansion of credit over the next several quarters.

Average annual growth in real GNP is expected to be
-0.1 percent between 1990 and 1991, despite positive
quarter-to-quarter growth starting in the second quarter
of this year (Figure 2). The annualized rate of growth,
quarter-to-quarter, in real GNP ranges from 2.8 to 3.0
percent through the rest of 1991 and the early part of
1992. Consumption leads the recovery in the second
quarter of 1991, followed by investment which begins
to recover in the third quarter because interest rates
fall? For all of 1991, however, an improved trade
situation is the only sizable offset to otherwise weak
economic activity (Figure 3). The trade balance is also
expected to improve in 1991, primarily due to a
decrease in imports rather than an increase in exports.

Seasonally Adjusted, Annualized Percent

Figure 2. Quarterly Change in Real Gross National
Product

Sources: History: U.S. Department of Commaerce, Bureau of Economic
Analysis, Survey of Current Business (June 1991). Projections: Table 2.

In 1992, projected investment levels off during the latter
part of the year and the trade balance deteriorates
slightly. The deterioration in the trade balance reflects
higher growth in imports relative to exports.
Nonetheless, in the mid-economic growth case,
increases in exports and investment boost
manufacturing production growth to 4.9 percent in
1992, compared with a decline of 2.5 percent in 1991.
Real disposable income also increases in 1992 by 1.8
percent after the 1991 decline of 1.0 percent (Table 2).
The rate of inflation is favorable in 1992 as well,
slowing because of smaller increases in wages.

It should be noted that forecasting macroeconomic
growth involves uncertainty about the magnitude of
changes in crucial economic variables. The impact of
typical changes in the macroeconomic assumptions on
the petroleum demand forecast is provided in Table 8.

International Petroleum

The international petroleum forecast uses supply and
demand patterns that reflect the mid-price case. This
issue of the Outlook incorporates a fundamental change
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Figure 3. Annual Change In Components of Real
Gross National Product

Sources: History: U.S. Department of Commerce, Bureau of Economic
Analysis, Survey of Current Business (June 1991). Projections: Table 2.

to the format of the international petroleum balance
which is now presented on a truly global basis (Table
3). Demand (previously labelled product supplied) and
supply have been expanded to include the former
Centrally Planned Economies (CPE) and, at the same
time, additional breakdowns of demand and supply
have been provided.

Previously, the international petroleum balance
presented the supply/demand balance for the Market
Economies and included a supply-side element, "Net
Centrally Planned Economies Exports.” Coverage of
demand and supply is now global, with subtotals for
the OECD and non-OECD countries. The OECD data
have been revised to include East Germany. The non-
OECD countries include the other former CPE and the
category previously labelled "Other Market Economies."
In order to allow for comparisons with other forecasts,
"Market Economies Demand" and "Net Exports from
Former CPE" have also been provided.

In order to provide a transition to the new global
balance, a brief discussion of some of the important
aggregates for 1989 and 1990 will precede the
discussion of the forecasts for 1991 and 1992.* In 1990,

world oil demand averaged about 66.1 million barrels
per day, up 330,000 barrels per day from the 1989 rate.
OECD demand increased by 60,000 barrels per day to
about 38.0 million barrels per day, while non-OECD
demand increased by 270,000 barrels per day to 28.1
million barrels per day. Declines in demand from the
U.S.S.R. and non-OECD Europe were offset by increases
in other non-OECD countries, especially in Asia.

In 1990, world oil production averaged almost 66.5
million barrels per day, up 650,000 barrels per day from
the 1989 rate. Supply from the OECD countries
decreased by a marginal 50,000 barrels per day to about
16.9 million barrels per day, as declines in production
from the United States and Canada offset increases
from other OECD regions. Non-OECD supply
increased by 700,000 barrels per day to about 49.5
million barrels per day. Production from the U.S.S.R
decreased by more than 700,000 barrels per day, but
this was more than offset by an increase in OPEC
production of almost 1.1 million barrels per day, along
with smaller increases from other non-OECD regions.

The demand for petroleum products by the world is
expected to decrease to an average of 65.9 million
barrels per day in 1991, down 150,000 barrels per day,
or 0.2 percent, from the 1990 rate (Table 3). In 1992,
demand is expected to increase by more than 1.0
million barrels per day, or 1.6 percent.

Petroleum demand by the OECD countries is expected
to average 37.8 million barrels per day in 1991, down
140,000 barrels per day, or 0.4 percent from the 1990
rate. This level of demand is based on the assumption
that the OECD economies will grow at a rate of only 1.1
percent in 1991 (Table 2). The United States is expected
to account for most of the decline in petroleum demand
in 1991, while significant growth will occur in OECD
Europe and Japan. In 1992, a sharp rebound in the
economies of all OECD regions, except Japan, is
expected to result in OECD economic growth of 2.7
percent. This, in turn, will contribute to an increase in
OECD petroleum demand of 760,000 barrels per day, or
20 percent. The United States is expected to account
for more than two-fifths of this increase, while Japan
will account for more than one-fourth.

Petroleum demand in the non-OECD countries is
expected to average 28.1 million barrels per day in 1991,
unchanged from the 1990 rate. Declines in demand
from the U.S.S.R. and non-OECD Europe, will be just
offset by increases from China and the other non-OECD
countries. In 1992, petroleum demand by the non-
OECD countries is expected to increase by 270,000
barrels per day, or 1.0 percent.
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In 1991, world oil production is expected to average
almost 66.2 million barrels per day, a decrease of
300,000 barrels per day from the 1990 rate. A sharp
decline in production from the U.S.S.R is expected to
more than offset modest increases from the OECD
countries, Mexico, and other non-OPEC producing
countries. In 1992, non-OPEC oil production is
expected to decline by 440,000 barrels per day, driven
down by a further decrease of 770,000 barrels per day
from the U.S.S.R. This decline in non-OPEC production
results in the OPEC increasing its aggregate production
by 500,000 barrels per day, even while petroleum stocks
are being drawn down by the end of 1992 to a normal
relationship with oil demand in terms of days of
forward consumption.

Energy Product Prices

Current Situation

World crude oil prices remained in the range of $17.60
to $18.75 per barrel from mid-February through June of
this year (Figure 1). Relatively low U.S. product
demand caused by moderate weather and weak
economic conditions, as well as high world oil
production have kept prices soft. In this report, the
term "demand," in the context of petroleum products,
refers to product shipments from primary supply
sources, and is otherise referred to as "product
supplied.” Spot prices for motor gasoline, on the other
hand, remained fairly high through May in anticipation
of the driving season and in response to unusually low
inventories. No shortages appeared, but spot prices for
unleaded regular motor gasoline in New York Harbor
reached $33.10 per barrel in March, then fell, reaching
$25.97 per barrel by the middle of June’ Subsequent
stock buildup and continued low demand caused these
prices to fall. Spot prices for both distillate and
residual fuel oil have been on a downward path since
the beginning of the year as the heating season turned
out to be very mild, resulting in low demand and
adequate or excess stocks. Weakness in the fuel oil
markets has been exacerbated by a glut of natural gas
which has pushed gas prices to historic lows.®

Average U.S. retail motor gasoline prices reached $1.21
per gallon in May, increasing b?r 5 cents in one month,
in response to low inventories’. In March and April
1991, these primary inventories were at their lowest
levels in many years, close to the minimum operating
inventory of 205 million barrels.® Prices fell in the last
week of June as crude oil prices dropped and as stock

levels increased from below average to within the
"average range.” Gasoline demand through the first
half of the year was 2 percent lower than in the
previous year, partially offsetting the price effects of
low stock levels.”

Retail margins (the pump price minus the refiner price)
have increased by about 8 to 9 cents per gallon in the
first half of the year compared with the same period
last year. Most of the increase was due to higher
Federal, State, and local taxes. It also appears that
retailers have recouped at least some of the increased
costs that they were forced to absorb following the
rapid wholesale price increase related to the conflict in
the Persian Gulf as well as the Federal tax increase of
5 cents per gallon of December 1990.

Refiner margins (the difference between the refiner
gasoline price and the refiner acquisition cost for crude
oil) have dropped from record high levels of 1 year ago.
These high margins were the result of very high
refinery utilization rates, high demand and rapidly
falling crude oil prices. With stable crude oil prices,
lower demand, and slightly lower refinery utilization
rates, refiner margins are down a few cents per gallon.
Refiner margins for the period April through July
averaged 17 cents per gallon in 1987, 23 cents in 1988,
29 cents in 1989, and a record 33 cents in 1990. Margins
are expected to average 28 cents per gallon in 1991."°

Unlike motor gasoline prices, residual fuel oil prices
have been falling steadily since the beginning of the
year, including the period of uncertainty during the
war in the Persian Gulf." High inventories
worldwide, as well as falling crude oil prices, weak
domestic natural gas prices, and a sluggish economy,
have contributed to the low prices. From March
through June of this year, retail residual fuel oil prices
have averaged about $5.00 per barrel less than the
refiner acquisition cost for crude oil. This sustained
and large price difference parallels the situation that
occurred from August through December 1990 when
high stock levels kept residual fuel prices depressed.'

Spot prices for wellhead natural gas since February
1991 have been the lowest since the establishment of the
gas spot market, reaching $1.04 per million Btu for the
first week of July." This appears to be a continuation
of a downward price trend that began in March 1990,
and is largely due to very mild winter temperatures
since January 1990. The warm temperatures dampened
residential and commercial heating demand and
swelled storage levels (see Natural Gas section on page
13). To a lesser extent, the weak economy, which
lowered industrial demand for electricity and total
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fossil fuels, has tended to hold back prices. Second
quarter prices of residual fuel oil to electric utilities
have fallen to levels close to and, in some regions,
below the price of natural gas on a cents-per-Btu basis.
These low residual fuel oil prices, because of
substitution possibilities in the electric utility and
industrial sectors, have put further downward pressure
on gas prices. The gas price situation is so depressed
that one Southwest utility reports that gas has displaced
some coal in its power generating operations.'

Price Outlook

The following discussion provides projections for
energy product prices, given the three assumed crude
oil price cases (Table 4). The variation among cases in
the petroleum product prices comes essentially from the
pass-through of the differences in crude oil prices and,
to a lesser extent, from differences in supply and
demand conditions for particular products.

Mid-Price Case. Based on crude oil prices of $19.12
per barrel in 1991 and $20.25 in 1992, most petroleum
product prices would decline in 1991, then rise slightly
in 1992. Motor gasoline prices, in contrast to the sharp
fluctuations in 1990, are expected to exhibit comparative
stability this year, although normal seasonal variation
is expected to occur. Annual average pump prices for
gasoline should be about even with 1990 levels, with
decreases in the relatively high refiner margins of 1990
offsetting increases in retail margins including Federal,
State, and local taxes. In 1992, higher crude oil costs
and inflation are expected to add an additional 3 cents
per gallon to the pump price (Table 4 and Figure 4).
Heating oil and diesel fuel prices should follow
gasoline prices, with prices increasing moderately in
1992. However, severe winter weather could increase
distillate prices by considerably more. Residual fuel oil
prices are expected to average about $3.50 per barrel
less than crude oil prices in 1991, as the supply of this
fuel is projected to be more than adequate. This price
difference is expected to decrease by $1 to just over
$2.40 per barrel in 1992, as the economy picks up and
as supply returns to the normal range.

Natural gas wellhead prices in the mid-price case are
expected to dip slightly in 1991, because of favorable
supply conditions. Moreover, the economy is expected
to remain sluggish until the latter part of 1991, easing
upward pressure on prices. In 1992, after years of
stagnation and decline, wellhead prices are projected to
increase by about 9.5 percent due to a strengthened
economy, slightly higher world oil prices, and an
assumption of normal weather. However, if the winter
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Figure 4. Crude Oil and Product Prices

Sources: History: Energy Information Administration, Monthly Energy Review
(July 1991). Projections: Table 4.

weather once again is moderate, the expected price rise
could be much smaller.

In 1992, higher prices for both crude oil and for natural
gas at the wellhead will lead to higher fuel costs to
electric utilities for both residual fuel oil and natural
gas (Figure 5). On a national average cost-per-Btu
basis, it is estimated that the prices paid for these two
fuels were nearly equal in the second quarter of 1991,
with gas being about 5 percent cheaper than oil. The
price difference should begin to widen in the third
quarter of 1991, as residual fuel oil prices begin
increasing at a faster rate than natural gas wellhead
prices. For 1992, natural gas prices should average
about 14 percent less than oil on an annual basis.

Coal prices to electric utilities are expected to rise only
slightly in 1991 and 1992, assuming continuing high
levels of productivity and more than sufficient stock
levels. The slight increase in labor and fuel (diesel)
costs of mining and transportation add marginally to
the average price of coal.

Residential electricity prices are projected to increase at
rates below the rate of inflation in 1991 and in 1992.
This outlook is based on expectations of relatively low
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Sources: History: Energy Information Administration, Monthly Energy Review
(July 1991). Projections: Table 4.

fossil fuel prices (mainly coal), small increases in
operation and maintenance costs, and low interest rates.

Low Price Case. If crude oil prices were to fall to $16
per barrel throughout the forecast, most retail
petroleum product prices in 1991 would fall by from 4
to 7 cents per gallon from 1990 levels. Although
average crude oil prices would be dropping more than
$4 per barrel in 1991 compared to the 1990 average, or
nearly 10 cents per gallon, product prices (except
residual fuel oil) are not expected to fall by the full 10
cents. Inflation (in labor and non-oil material and
operating costs) and increased State taxes should offset
some of the tendency toward lower product prices due
to the lower crude oil prices. In 1992, crude oil prices
drop to about $1.30 per barrel less than the 1991
average. This would move product prices further
downward. Coal prices to electric utilities would be
expected to drop slightly through 1992, as the cost of
diesel fuel used in the mining and transporting of coal
declines.

High Price Case. Crude oil prices for this case average
only $2 per barrel higher than the mid-price case in
1992. Thus, most petroleum product prices would be
projected to be higher than the mid-price case by
approximately 4 to 6 cents per gallon, depending on the
magnitude of any State gasoline tax increases. Natural
gas prices at the wellhead and for all sectors would also
rise as competitive pressure from oil prices eases. The
price of coal to electric utilities, in this scenario, would
increase at about the rate of inflation, particularly if
there was a prolonged hot summer, and as the prices of
oil and gas also rise.
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U.S. Petroleum Outlook

Petroleum Demand

Domestic petroleum demand averaged 17.0 million
barrels per day in 1990 and is expected to average 16.6
million barrels per day in 1991 in the mid-price case,
the lowest annual average level in 5 years. In 1992,
however, mid-case petroleum demand is projected to
increase to 16.9 million barrels per day (Table 6).

The 1990 average demand of 17.0 million barrels per
day represents a 1.9-percent decline from that of the
previous year. The slowdown in economic activity,
price hikes during the second half of the year resulting
from the Persian Gulf crisis, and milder fourth-quarter
weather in 1990 accounted for much of that decline.
Despite the return of prices to pre-Gulf crisis levels, the
decline in petroleum demand in 1991 is expected to be
even greater than that of the previous year. Product
demand is projected to fall by a further 2.4 percent to
16.6 million barrels per day, assuming that the mid-
price case holds. The combination of economic
recession and milder-than-normal weather is expected
to depress demand. The assumption of normal weather
and economic recovery are expected to induce an
increase of 2.1 percent in demand in 1992 in the mid-
price case.

Changes in economic, oil price, and weather
assumptions greatly affect demand projections (Figure
6). The range of expected product supplied associated
with the different assumptions for oil prices alone is
90,000 barrels per day in 1991 (between 16.5 and 16.6
million barrels per day) and 290,000 barrels per day in
1992 (between 16.8 and 17.1 million barrels per day)
(Tables 5 and 7). In the low price scenario, oil prices
average $17.29 per barrel in 1991 and $16.00 per barrel
in 1992. Corresponding figures for the high price case
are $20.39 and $22.25.

Incorporating alternative economic and weather
assumptions greatly widens the band of possible
outcomes. In 1992, the average range of product
supplied is 16.4 to 17.6 million barrels per day.”” The
upper demand bound in Figure 6 reflects an assumed
combination of lower oil prices, higher economic
growth, and more severe weather than those of the base
case. In this scenario, real gross national product is
expected to increase by 0.7 and 4.1 percent in 1991 and
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Figure 6. Total Petroleum Demand

Sources: History: Energy Information Administration, Petroleum Supply
Annual 1988, and Petroleum Supply Monthly (July 1981). Projections: Tables
5, 8, and 7 and internal model calculations from the Short-Term Integrated
Forecasting System.

1992, respectively; weather (in terms of heating degree-
days) is assumed to be about 10 percent colder than the
base case in 1991 and 1992, respectively. (The 1991
product supplied range includes variations from only
the third and fourth quarters.) The lower product
supplied bound assumes that real gross national
product declines by 0.6 percent in 1991 before
recovering by 1.1 percent in 1992, while weather is
assumed to be substantially milder than in the base
case. A summary of the petroleum product supplied
sensitivities discussed here is given below.

Petroleum Product Supplied and Production
Sensitivities

The petroleum demand and supply outlook for the
mid-price case is based on normal temperatures and a
particular set of macroeconomic assumptions. In order
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to widen the usefulness of the basic projections
provided in the Outlook, Table 8 provides a range of
possible outcomes and sensitivities when alternative
macroeconomic, price, and weather assumptions are
used.

The petroleum price sensitivity assumes that non-
petroleum prices remain constant. Weather sensitivities
are based on assumed deviations from normal
temperatures which correspond to one-half the greatest
quarterly variances in weather observed during the past
15 years.

Average petroleum sensitivity factors for 1992 for this
Outlook are summarized below:'®

e A 1-percent increase in real GNP raises petroleum
product supplied by about 129,000 barrels per day;

* A $1 increase in crude oil prices, assuming no price
response from non-oil energy sources, reduces
product supplied by about 46,000 barrels per day.

e A $1 increase in crude oil prices, increases
domestic oil supply (crude oil and natural gas
liquids production) by 33,000 barrels per day;

e A l-percent increase in cooling degree-days
increases product supplied by about 34,000 barrels
per day; a 1-percent increase in heating degree-
days increases petroleum product supplied by
about 12,000 barrels per day.

Petroleum Supply

This year is expected to provide a brief respite from the
annual crude oil production decline that the United
States has experienced since 1985. The expected level
of production for 1991 is 7.37 million barrels per day in
the mid-price case, slightly above the 1990 level (Table
6 and Figure 7). The levels of production in both
Alaska and the Lower-48 States are expected to remain
essentially the same, with a small increase in Alaska
more than offsetting an almost imperceptible decline in
the Lower-48. The controversial Point Arguello field
started production in the second quarter of this year,
although it is limited to 20,000 barrels per day. Alaskan
production increased in late 1990 and early 1991 due
predominantly to installation of expanded gas handling
facilities in the Prudhoe Bay field. The strength of
Lower-48 production in 1991 is attributed largely to
increases in the Federal offshore and horizontal drilling
in the Austin Chalk trend of South Texas. In 1992, the
overall production decline is expected to resume, with
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Figure 7. U.S. Crude OIll Production

Sources: History: Energy Information Administration, Petroleum Supply
Annual 1989, Petroleum Supply Monthly (July 1991), and Weekly Petroleum
Status Report (91-24,25,29). Projections: Tables 5, 6, and 7.

total domestic crude oil production expected to fall by
280,000 barrels per day in the mid-price case, with
about one-third of that decline attributable to Alaska.

Domestic crude oil production could fall as low as 6.87
million barrels per day in 1992 if the world oil price
falls to $16 per barrel in 1992 (Table 5), or could
average 7.27 million barrels per day in 1992 if the world
oil price rises to $22 per barrel in 1992 (Table 7). These
estimates contain an uncertainty component as well as
a price component. This uncertainty, associated with
both the current production level and with the timing
of expected events, accounts for approximately 30
percent of the range of production between the low and
the high oil price cases. Of the difference between low
and high price projections of 460,000 barrels per day for
the fourth quarter of 1992, 320,000 barrels per day are
attributable to the price impact (Table 9).

For the past 12 months, refineries have been used in a
rather unusual seasonal pattern. During the third
quarter of 1990, refinery inputs of crude oil exceeded 14
million barrels per day for the first time since the first
quarter of 1980. In the fourth quarter of 1990, crude
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runs were less than 13 million barrels per day; the
quarterly average fell by over 1.3 million barrels per
day. After remaining about constant in the first quarter
of 1991, refinery runs recovered in the second quarter
of 1991, averaging over 13.4 million barrels per day,
although the total petroleum product supplied fell off
~ slightly. Throughout this period, product stocks have
followed along, increasing when runs were high,
decreasing when runs were low. During this period,
crude refinery runs have varied more than total product
supplied. The forecast calls for a more sedate approach
to refining, with production patterns resulting in a
more traditional seasonal stock pattern being exhibited
for the major products. As a result, the projected level
of crude inputs to refineries will decrease in 1991 by
approximately 210,000 barrels per day (not quite half
the decline in demand), and increase in 1992.

With domestic refining accounting for a greater
percentage of domestic petroleum product supply and
with requirements for inventory enhancement reduced,
net imports of petroleum products are expected to be
below historical levels.”” After averaging only 440,000
barrels per day in the first quarter of 1991, net product
imports are expected to rise sufficiently to raise the
1991 average to approximately 1 million barrels per
day, or a 28 percent decline from 1990. These net
imports are expected to rise to 1.15 million barrels per
day in 1992. Total domestic petroleum net import
dependence (including crude oil and petroleum
products) is expected to drop in 1991 due to level crude
oil production coupled with a lower expected demand
level. Total net imports should recover in 1992 to a
level greater than that reported for 1990 (Figure 8).

Motor Gasoline

Following a 1.3-percent decline in 1990, demand for
motor gasoline in the mid-price case is projected to
decline by a further 1.0 percent in 1991, and remain flat
in 1992 (Table 6). Last years decline reflects the
impacts of both the price hikes brought about by the
Persian Gulf conflict and the slowing economy. In
1990, highway travel activity grew by 2.0 percent, less
than half of the growth rate in 1989 and the smallest
increase since the early 1980’s. In addition, fuel
efficiency increased by a substantial 3.3 percent, more
than offsetting the impact of the moderate increase in
highway travel on gasoline demand (Figure 9).
Shipments, however, were apparently depressed by a
sizable drawdown in secondary stocks. As a result,
data on product supplied for 1990 may have
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Sources: History: Energy Information Administration, Petrofeum Supply
Annual 1989, Petroleumn Supply Monthly (July 1981), Weekly Petroleum Status
Report (91-24,25,29). Projections: Tables 5, 6, and 7.

understated actual consumption, thereby overstating
underlying fuel efficiency gains.

For 1991, the decline in economic activity as well as
continued fuel economy gains are expected to bring
about a third consecutive annual decline in gasoline
demand. For the mid-price case, vehicle-miles traveled,
which declined by 0.1 percent for the first 5 months of
1991, are projected to rise by only 0.9 percent for the
year as a whole (Figure 9). Fuel efficiency increases are
expected to be a more modest 2.0 percent. Secondary
stocks, having experienced substantial drawdowns
during the previous 2 years, have undergone
replenishment during the first 4 months of the year,'*
indicating that the decline in actual consumption may
be even greater than that implied by the deliveries data.
As a result, the slowing in fuel economy growth may
be more moderate than that indicated by primary
shipments. In 1992, however, motor gasoline shipments
are projected to remain flat. Fuel efficiency is expected
to rise by 2.2 percent, more than offsetting the projected
2.2-percent increase in travel (Figure 9).
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Sources: History: Energy Information Administration, Petroleum Supply
Monthly (July 1891); and Federal Highway Administration, Traffic Volume Trends.
Projections: Table 6 and internal calculations from the Short-Term Integrated
Forecasting System,

Fuel shares by gasoline grade continue to respond
sluggishly to the recent declines in prices to pre-Gulf
crisis levels (Figure 10). As a result, regular unleaded
gasoline’s share of the market, which reached a record
71 percent of the market last October, continued to hold
a 69-percent share in April, well above the pre-Gulf
crisis level of 63 percent. Premium gasoline’s market
share, which had fallen from 23 percent before the
Persian Gulf conflict to 17 percent in January, has
recovered slowly to only 18 percent. Mid-grade
gasoline’s share has continued to remain stable at
slightly less than 10 percent of the market. Regular
leaded gasoline’s share, whose rate of decline has
slowed markedly since the beginning of 1990, has fallen
to just over 3 percent of the market.

Jet Fuel

In 1990, jet fuel demand rose by 2.0 percent from the
previous year. However, the combination of economic
recession, cessation of Persian Gulf hostilities, and
increasing fuel efficiency is projected to bring about a
4.6-percent decline in consumption in 1991, the first
such decline since 1981. The economic recovery is
projected to lift demand in 1992 somewhat, but

continued increases in average fuel efficiency and load
factor (a measure of aircraft capacity utilization) are
expected to constrain demand. The net effect is a limit
on growth in jet fuel demand of 2.1 percent next year
(Figure 11 and Table 6).

In 1990, non-military growth in jet fuel demand
apparently lagged behind that of total demand as a
result of both the slowdown in revenue ton-mile
growth resulting from the weakening economy and an
increase in ticket prices in the wake of additional
Persian Gulf-related fuel costs. In fact, total jet fuel
consumption for the fourth quarter of 1990 was slightly
below that of the previous year despite the Persian
Gulf-related fuel demand. In addition, travel posted
year-to-year declines for the first quarter of 1991. By
spring, the airlines responded by discounting air fares.
Lower average ticket prices may offset some of the
downward pressure on air travel demand.

The decline in economic activity this year is expected to
account for much of the first year-to-year decline in jet
fuel demand in almost a decade (Table 6). Revenue
ton-miles (a measure of air travel demand, including
cargo) and available ton-miles (a measure of airline
capacity for passengers and cargo) are projected to
decline by 3.7 percent and 4.5 percent, respectively
(Figure 11). Moreover, continued increases in efficiency
and the absence of a military surge component to jet
fuel demand are also expected to contribute to the
decline.
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Figure 10. Motor Gasoline Market Shares

Sources: History: Energy information Administration, Petroleum Marketing
Monthly (July 1891).
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Sources: History: Energy Information Administration, Petroleum Supply
Monthly (July 1991); and Federal Aviation Administration, Form 41. Projections:
Table 6 and internal calculations from the Short-Term (ntegrated Forecasting
System.

In 1992, the economic recovery is expected to boost
airline activity by more than 5 percent, but the increase
in jet fuel demand is projected to lag behind the
anticipated increases in travel (Figure 11). Increases in
load factor and fuel efficiency are projected to absorb
much of the impact of robust growth in travel on fuel
demand. In addition, the year-to-year increase is
smaller because of the temporary boost to jet fuel
demand during the first few months of 1991 resulting
from the Persian Gulf conflict.

Distillate Fuel Qil

Distillate fuel oil demand has been down sharply so far
this year and is expected to average about 2.3 percent
below 1990 levels for all of 1991 in the mid-price case
(Table 6). Warm winter weather, the effects of the
recession, and highly available, low-priced natural gas
have all combined to push distillate shipments below
last year’s levels. A recovery in the economy and a
return to normal winter temperatures next year should

result in higher distillate demand in 1992, with an
increase of 6.1 percent expected in the mid-price case.

While weather conditions in the early part of 1991 were
mild compared to normal, national heating degree-days
actually increased in the first quarter, compared to the
same period in 1990 (Table 2). This was true even in
the heating oil-dependent Northeast, although increases
in New England were relatively mild compared to other
regions.”” An increase in heating degree-days would
normally lead to year-over-year increases in heating oil
demand, but such a development is not apparent from
the data. Energy Information Administration data on
residential heating oil sales in early 1991 indicate level
sales from the first quarter 1990 to the same period this

Several factors may have contributed to this weakness
in heating oil demand. In the first place, excess
shipments of heating oil probably occurred in early
1990 in response to the frigid conditions of the
preceding December. Residential heating oil stock
replenishment was probably excessive as the warmest
first quarter in many years ensued. The warm weather
ending 1990 exacerbated the situation of excess heating
oil stocks at residences and may have obviated the
necessity for as much in early 1991 purchases as might
otherwise have been expected. As far as primary
inventories are concerned, at this time distillate stocks
are comfortably above the average range.”!

Beyond the abnormal inventory behavior as an
explanation for the current heating oil situation, it is
possible that some significant net reductions in heating
oil customers due to conversions to natural gas for
home heating following the 1989 cold snap have
already made themselves felt. If so, the outlook for
heating oil (and distillate generally) may not be as
strong as is indicated in this Outlook.

Even with the possibility of some excess heating oil
inventories being generated last year, 1990 was not a
good year for distillate sales. Total product supplied
slipped 140,000 barrels per day in 1990. This year,
shipments are expected to fall an additional 70,000
barrels per day under the mid-price case, mostly
because of fuel demand weakness in the industrial and
transportation sectors.  All nonutility sectors are
expected to recover in 1992, as industrial growth
resumes and weather returns to normal. In 1992,
distillate fuel oil demand should recover by about
180,000 barrels per day to near the 1989 level of
demand.
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Residual Fuel Oil

Total demand for residual fuel oil is projected to
continue to decline throughout 1991 and 1992. During
the first quarter of this year, utility demand was down
34 percent from the same period last year.? Although
part of that decline was weather-related, utilities also
drew down their stocks at a much higher rate than that
normally observed during the first quarter. On the
other hand, first-quarter demand in the nonutility sector
increased slightly from the same quarter last year
despite continued economic weakness. Industrial fuel
prices fell somewhat faster than natural gas prices,
possibly leading to higher nonutility demand or to a
replenishment of secondary stocks by nonutility
customers, accounting for part of the sizable decline in
primary stocks. In addition, Persian Gulf-related
activity during the first quarter may have also boosted
bunker fuel demand.

Total residual fuel 0il demand in 1992 in the mid-price
and high price cases will continue to decrease because
of efficiency trends and because of the continuing
substitution of natural gas, especially in the nonutility
sector (Tables 6 and 7). For the low price case, demand
is expected to rise in 1992 (Table 5). Driving this
increase in demand is the lower, and therefore more
competitive, residual fuel oil price against natural gas
and coal.

Other Petroleum Products

Demand for minor petroleum products held about
steady at the 1989 rate in 1990. The impact of increases
in industrial and petrochemical activity was offset by

the milder-than-normal weather during the first quarter
of the year. Substantial increases in oil-based feedstock
demand were offset by declines in consumption of
liquefied petroleum gas (LPG) in response to relative
price shifts during the first half of the year when oil
prices declined.

In 1991, demand for other petroleum products is
projected to decline by 2.0 percent in the mid-price case
(Table 6). Demand for LPG, however, is projected to
rise despite the milder-than-normal temperatures
during the first half of the year and declines in
petrochemical activity. Transfers from primary to
secondary stocks of propane and increases in ethane
production resulted in an unusual increase in first-
quarter LPG deliveries.® The year-to-year declines in
oil prices are expected to enable oil-based feedstocks
demand to rise slightly during the year. A large
decline in miscellaneous products demand projected for
1991 stems from several factors that have reduced year-
to-date demand. These factors are precipitous declines
in still gas output resulting from reduced refinery runs,
reduced asphalt and road oil demand stemming from
budgetary constraints and a weak housing market, mild
weather that reduced kerosene demand by more than
one-third.

The assumption of normal weather as well as a
recovery in both manufacturing and chemical output
are expected to result in increased demand for the three
product groups in 1992. Total demand is projected to
climb by 3.6 percent in the mid-price scenario. Boosted
by weather-related increases in propane demand, LPG
consumption is projected to rise marginally. Demand
for petrochemical feedstocks and miscellaneous
products are projected to rise rapidly as a result of the
robust recovery in industrial production next year.
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Outlook for Other Major Energy Sources

Natural Gas

Natural gas consumption is expected to be about 18.8
trillion cubic feet in all of 1991 in the mid-price case,
the same level reported for 1990 (Table 10). Generally
weak demand in the industrial and electric utility
sectors is expected to offset some growth in residential
and commercial use due to increases in the number of
heating degree-days in the first quarter and (more
importantly) in the last quarter of 1991. All sectors are
expected to exhibit growth in 1992 as higher heating
degree-days (assuming normal weather) pushes
demand for gas for heating up (particularly in the first
quarter which includes a leap day) and as continued
economic expansion increases industrial fuel demand.
Total consumption in 1992 is expected to reach 19.4
trillion cubic feet under the mid-price case, which
would be the highest annual level for gas use since
1981.%

Gas consumption was up in the first quarter of 1991
compared to the same quarter of 1990, partly because of
higher residential and commercial demand, but also
because of strong industrial gas use. The latter
development occurred despite low activity levels in
many industries and is indicative of fuel switching
during the high prices and uncertainty of oil supply
during the Gulf crisis. With significant recovery in the
industrial sector not expected until late this year, and
with stable prices and plentiful supplies of fuel oil
expected for the rest of 1991, industrial gas demand
should not show year-over-year improvement again
until early to mid-1992.

The continuing weakness in natural gas prices is due to
a combination of a weak economy, relatively abundant
supplies, abnormally mild winter weather since late
1989, and resulting high gas inventories. Natural gas
wellhead prices (and some end-use gas prices) are
expected to remain below 1990 levels in 1991, as gas in
storage is at a 6-year high (Table 4 and Figure 12). The
abnormally mild weather in the first quarter of 1991
served to reinforce this situation by restricting
inventory drawdown. Gas prices are expected to
rebound in 1992, however, as the assumptions of
normal weather and higher industrial and electric
utility activity lead to increased demand.

Trillion Cubic Feet

Figure 12. Natural Gas Stocks

Source: Energy Information Administration, Natural Gas Monthly (July 1991).

Coal

Coal production is expected to decrease from last year’s
record level by 2.6 percent (Table 11), but still remain
above 1 billion tons. Lower nonutility consumption,
reduced exports, and a significant build-up in
secondary stocks in 1990 contribute to the decline in
production in 1991. Consumption should increase in all
sectors, and an expected 3.9-percent increase in coal
exports should cause production to increase by 2.5
percent in 1992. Coal prices have been affected by a
mild winter, the recession, and a utility stock build-up
in 19902 Coal prices are expected to be basically flat
in 1991 and increase slightly in 1992 (Table 4).

Even though nonutility coal demand is shown to
decrease, total coal consumption is expected to increase
by 0.2 percent in 1991 (Table 11). Growth in utility coal
demand is the reason for this situation. The economic
growth forecasted for 1992 should foster growth in the
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utility and nonutility sectors. As a result, total coal
consumption is expected to increase by 3.5 percent in
1992.

Coal consumption at electric utilities is projected to
grow by 1.2 percent for the year 1991 (Figure 13), a rate
somewhat higher than the overall rate of growth in
electricity generation, partly reflecting expected
increases in available coal-based generating potential (in
megawatthours) of about 0.9 percent® In 1992, a
stronger economy and lack of growth in nuclear
generation will cause electric utility coal demand to
increase by 3.6 percent.

The decline in economic activity in 1991 is expected to
cause a substantial reduction in the production of raw
steel and result in lower demand for coking coal.”
The expected decrease in coking coal consumption is
15.0 percent in 1991. A stronger economy will cause
coal consumption at coke plants to increase by about 9
percent in 1992.

Consumption of coal in the retail and general industry
sector is also expected to decline slightly as a result of
the sluggish economy in 1991. Demand for coal in this
sector should rebound slightly in 1992, to about the
annual level reported for 1990.

5 Million Short Tons

Electric Utifity
B8 cokePlants
254 ] Ret. & Gen. Industry

30 A

20 -

15

. =

-10

1989-90 1990-91 1991-92

Figure 13. Annual Change in Coal Consumption

Sources: History: Energy information Administration, Quartsrly Coal Report
(First Quarter 1991). Projections: Table 11.

Electricity

Demand

Total electricity sales are expected to increase by 1.5
percent in 1991, despite the economic recession (Table
12). This pace of growth is lower than in 1990 because
of negative growth in the economy this year (Table 2).
Temperatures have been both mild (first quarter) and
hot (second quarter), resulting in a near normal effect
on electricity demand for the entire year. Temperatures
in 1990 were mild in both winter and summer months;
hence, electricity demand was lower than anticipated.
If weather had been normal, electricity sales growth
would have been 2.6 percent in 1990 and would be 0.7
percent this year?® Sales to residential customers are
expected to grow steadily and be less affected by the
economic recession. Commercial sales growth should
slow in 1991 after fairly healthy growth in 1990. The
greatest impact of the recession has been, and is
expected to continue to be, on the industrial sector. All
growth in 1990 in industrial sales is expected to be
canceled by a decline this year (Table 12).

Sales of electricity to all end-use sectors are expected to
increase at a much faster pace in 1992 than in 1991, or
by 3.6 percent (Figure 14). This is caused by an
anticipated recovery in the economy, continuing growth
in the intensity of electricity use in the residential and
commercial sectors, and, to a much lesser extent, a
higher number of heating degree-days assumed for the
first quarter of 1992 (largely the result of the addition
of 1 day in February 1992 caused by the leap year).
Industrial sales are expected to turn around and show
3.4-percent growth next year. This growth is tied to an
increase in manufacturing output of 4.9 percent (Table
2). Residential and commercial sales are expected to
increase by 3.5 and 4.0 percent, respectively.

Supply

Growth in total generation differs from total sales by
patterns in nonutility supply and net imports. These
two sources are expected to continue increasing
through 1992 (Table 12). Nonutility supply growth
should maintain a steady pace, while net imports
should rebound substantially from the low 1990 level.
Increases in nonutility sales are based on recent growth
trends and announced orders from nonutility
generators. Projections for 1991 net imports are more
conservative than in the previous Outlook because of
low water conditions, recent low demand in New
England, and limited transmission access to the
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Figure 14. Electricity Sales by Sector

Sources: History: Energy Information Administration, Electric Power Monthly
{July 1891). Projections: Table 12.

California market. The 1992 import level is based on
new contracts becoming effective and continuing
improvements in water conditions in Canada.

Increases in generation in 1991 are expected to come
primarily from coal; additional capacity is expected to

come on line” The assumed continued recovery in
hydroelectric power is expected to result in the next
greatest amount of additional electricity demand, and
nuclear power should pick up remaining demand
growth. Increases in nuclear power are based on
higher historical utilization of existing units in the first
part of 1991, as no new units are expected to become
operable during the forecast period. Hydroelectric
power projections are based on assumptions of normal
precipitation. In 1992, the share of coal use should rise
further, as little or no additional net supply may be
expected from hydroelectric and nuclear power sources.
Hydroelectric output should improve somewhat as dry
regions continue to recover. Nuclear generation is
expected to remain essentially flat, as utilization rates at
nuclear power plants are assumed to be constant and
no new capacity will come on line during the forecast
period.

Combined use of oil and natural gas at electric utilities
is expected to decrease in 1991 because of reduced
growth in the demand for electricity, some increases in
coal generating capacity, higher net import availability,
and larger nonutility supply of electricity. By 1992,
higher demand for electricity, a decline in nuclear
power, and low growth in hydroelectric power should
increase the use of oil and gas somewhat. Despite
currently low gas prices, electric utility gas use is not
expected to increase for 1991, on average. Significant
switching from oil to gas which occurred in late 1990 is
not expected to recur this year in the mid-price case,
since oil prices are assumed to remain flat and
relatively low compared to the situation during the
Persian Gulf crisis.
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Table 2. Macroeconomic and Weather Assumptions

1990 1991 Case 1991 1992 Year
Assumption 1st | 2nd | 3rd | 4th | 1st | 2nd ard [ 4th | 1st [ 2nd [ 3rd [ ath 19001991 [ 1902
U.S. Macroeconomic*
Real Gross National Product l[b?é ,_”/ 7 (30 (//7$ High 4197 4268 4315 4345 4367 4385 4181 4353
(billion 1982 dollars) ....... .. 0. .. 4151 4155 4170 4153 4126 4133 Mid 4163 4193 4226 4256 4278 4295 4157 4154 4264
Low 4130 4117 4138 4166 4188 4205 4127 4174,
High 06 28 46 51 41 27 06 4.1
Percentage Change from Prior Year ... .. 14 10 10 05 06 05 Md 02 10 24 30 28 24 08 01 26
low -10 09 03 08 14 21 07 11
GNP Implicit Price Deflator High 1.367 1.373 1.384 1.395 1.406 1.418 1.362 1.401
(index, 1982=1.000) ................. 1.295 1.310 1.322 1.331 1.348 1.358 Mid 1.370 1.381 1.393 1.404 1.415 1.428 1.315 1.364 1.410
Llow 1.373 1.389 1.402 1.413 1.424 1437 1.367 1.419
High 34 32 27 27 29 33 37 29
Percentage Change from Prior Year ..... 39 41 42 40 41 37 Md 36 38 33 34 33 34 41 38 34
low 39 44 40 41 37 35 40 38
Real Disposable High 2891 2931 2964 2979 2988 3000 2686 2983
Personal Income® . ................. 2001 2903 2898 2872 2860 2861 Mid 2867 2877 2900 2914 2924 2935 2894 2866 2918
{billion 1982 dollars) Low 2843 2822 2836 2850 2859 2870 2847 2854
High 02 21 36 41 34 24 03 34
Percentage Change from Prior Year ..... 13 17 08 04 14 -14 Md -1.1 02 14 19 20 20 08 -10 1.8
low -1.9 -1.7 08 04 06 17 -1.6 02
Index of industrial High 1.093 1.139 1.162 1.175 1.183 1.189 1.087 1.177
Production (Mfg)) ................... 1.092 1.102 1.111 1,090 1.060 1.056 Mid 1.074 1.094 1.110 1.122 1.130 1.135 1.089 1.071 1.124
{index, 1987=1.000) Low 1.055 1.050 1.057 1.069 1.077 1.081 1.055 1.071
High -1.6 45 986 114 82 44 -1.1 83
Percentage Change from Prior Year ..... 05 08 20 03 [0 42 Md 33 04 47 64 52 37 09 -25 49
low -50 237 -03 1.3 2.1 3.0 4.0 1.5
OECD Economic Growth . ............ 25 11 27
Woeather
Heating Degree Days ................ 1970 5§53 75 1501 2132 430 88 1669 2425 536 88 1669 4088 4319 4719
Cooling Degree Days ................ 47 335 760 84 586 421 755 63 28 327 755 63 1226 1295 1172

*Macroeconomic projections from the Data Resources, inc., model forecasts are seasonally adjusted at annual rates and modified as appropriate to the mid world
oil price case. The mid macroeconomic projections are then modified by the $16 and $22 world price cases and by various explicit economic assumptions, with $16
world oil prices applied to the high macroeconomic case, and $22 world oil prices applied to the low macroeconomic case.

Seasgonally adjusted at annual rates.

*Population-weighted average degree days. A degree day indicates the temperature variation from 65 degrees Farenheit (calculated as the simple average of the
daily minimum and maximum temperatures) weighted by 1980 population.

Note: Historical values are printed in boldface, forecasts in ftalics. The forecasts were generated by the following simulations of the demand and supply subsystsms
of the Short-Term Integrated Forecasting System: D070191BBB17:53 and S070991BBB8:26 for the middle ol price case; D070191HLL20:01 and S070591HLL18:12
for the low oil price case; and D070191LHS18:14 and S070591LHS18:18 for the high oil price case.

Source: Historical data: Energy Information Administration, Monthly Energy Review, DOE/EIA-0035(91/07); U.S. Department of Commerce, Bureau of Economic
Analysis, Survey of Current Business, June 1991; U.S. Department of Commerce, National Oceanic and Atmospheric Administration, Monthly State, Reglonal, and
National Heating/Cooling Degree Days Weighted by Population; Federal Reserve System, Statistical Release G.17(418) June 1991. Macroeconomic projections are
based on DRI/McGraw-Hill Forecast CONTROL0691.
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Table 3. International Petroleum Balance: Mid World Qil Price Case
(Million Barrels per Day, Except Closing Stocks)

1990 1991 1992 Year
1st | 2nd | 3rd | 4th | 1st | 2nd | 3rd | 4th | 1t | 2nd | 3rd | 4th 1990 | 1991 | 1992

Demand

OECD .
US.(50States) .........covuvn.n. 37,07 16.95 17.22 16.71 16.43 16.31 16.48 17.10 17.20 16.48 16.73 17.26 16.99 16.58 16.92
US. Territories  ................... 020 017 020 024 020 022 o021 019 020 023 021 020 020 020 0.21
Canada .......... .ot neassnn 1786 168 179 17 1.60 1.63 181 1.90 180 178 18 195 173 174 164
Europe® ......... i 13.23 12.70 13.05 12.98 13.59 13.06 1253 13.42 13.50 12.68 12.97 13.77 1299 13.15 13.23
Japan ... 571 464 516 843 596 501 480 561 6.15 492 511 605 523 534 556
Australia and New Zealand .......... 080 082 083 078 079 080 079 080 079 082 082 084 081 080 082
TotalOECD .........cvvvivnnnn 38.76 36.96 38.26 37.84 38.57 37.04 36.62 39.03 39.64 36.91 37.69 40.05 37.95 37.81 38.57

Non-OECD
USSR ... ittt B9 820 795 890 874 792 777 795 8.10 768 753 770 BS50 809 775
China ......cciiiiiiniiinennnnns 239 239 229 219 228 234 239 239 233 239 244 244 231 235 240
Europe ..........ccciiiiiiiiienn 176 167 150 1588 155 148 142 149 152 145 140 147 162 148 146
Other Non-OECD  ................. 15.71 15.31 1565 16.00 16.25 1588 1595 16.56 16.63 16.53 16.57 17.27 15.67 16.16 16.75
Total Non-OECD ................. 28.81 27,56 27.39 28.66 2883 2762 27.52 28.39 28.58 28.04 27.94 28.88 2B.10 28.09 28.36

TotalWorld ....................... 67.57 64.52 65.64 66.50 57.39 64.65 64.14 67.41 6822 64.95 6562 68.93 66.05 6590 66.93

Supply”

OECD
US.(508tates) .................. 981 951 953 087 99 974 964 971 964 950 941 950 968 975 951
Canada ..........ccovvtivnnrnrnns 200 19 194 201 204 183 185 188 180 190 19 190 188 190 19
NorthSea® ............cccivvvnnn 381 380 351 393 406 366 399 438 447 4.01 427 447 381 4.02 431
OtherOECD ..................... 142 145 151 149 146 146 146 146 144 144 144 144 147 146 1.44
Total OECD ... ..vvv i 17.14 16.81 1648 17.29 1745 16.70 1694 17.43 1745 16.85 17.02 17.31 1693 17.13 17.16

Non-OECD
OPEC ..., ittt iiinianens 25.28 2548 23.89 25.02 24.91 24.43 2500 2525 25.10 2530 25.50 25.70 24.91 24.90 25.40
USSR, ... it 11.90 11.65 11.29 10.90 10.77 10.56 10.52 1044 999 979 9.75 9.67 1143 1057 9.80
China ....ciiiiiiiiiiiiiiinnean 278 275 276 278 276 280 280 280 280 280 280 280 277 279 280
Mexico ........ .ot 295 292 299 314 315 312 312 812 316 316 316 316 300 313 316
Other Non-OECD ................. 736 740 740 750 758 761 767 771 782 788 783 799 742 764 790
Total Non-OECD ................. 50.26 50.20 48.34 49.34 49.17 48.51 459.11 49.32 48.87 4892 49.13 49.31 49.53 49.03 49.06

TotalWorld ....................... 67.40 67.00 64.82 86.63 66.62 65.21 66.05 66.75 66.32 65.76 66.15 66.62 66.46 66.16 66.22

Stock Changes and Statistical Discrepancy
Net Stock Withdrawals or Additions (-)

U.S. (50 States including SPR) ........ -0.67 -047 -0.14 084 069 -082 -017 031 039 -051 -030 033 -0.11 -002 -0.02
Other ......covviiiiiiiiniunnns 025 -090 052 -1.24 -008 -0.17 -201 008 121 -0.61 -051 1.68 -046 -055 044
Total Stock Withdrawals ........... 092 -137 038 039 067 -1.09 -218 037 1.60 -1.11 -0.81 201 -057 -058 0.42
Statistical Discrepancy ............... 108 111 044 0286 076 054 028 029 030 030 029 029 0.6 032 0.29
Closlng Stocks (billion barrels)® ......... 542 554 551 554 549 559 579 575 561 571 578 560 554 575 560
. Pt
Market Economies Demand® ............ 54,15 51.95 353.59 B83.51 54.5¢ 52.64 52.28 5530 56.01 53.17 5399 57.06 83.30 53.69 55.06
Net Exports from Former CPE .......... 169 227 243 112 111 177 190 156 100 124 135 105 188 159 116

*OECD Europs includes eastern Germany.
®Includes production of crude oil (including lease condensates), natural gas plant liquids, other hydrogen and hydrocarbons for refinery feedstocks, refinery gains,
alcohol, and liguids produced from coal and other sources.
°Includes offshore supply from Denmark, Germany, the Netherlands, Norway, and the United Kingdom.
‘Excludes stocks held in the Former CPE (defined below).
*Excludes demand from the Former CPE (defined below).
Former CPE: Albania, Bulgaria, Cambodia, China, Cuba, Czechoslovakia, Hungary, Lacs, Mongolia, North Korea, Poland, Romania, the Union of Soviet Socialist
Republics, Vietnam, and Yugoslavia.
OECD: Organization for Economic Cooperation and Development
OPEC: Organization of Petroleum Exporting Countries
SPR: Strategic Petroleum Reserve
Notes: Minor discrepancies with other published EIA historical data are due to rounding. Historical values are printed in boldface, forecasts in jtalics. The forecasts
were gensrated by the following simulations of the demand and supply subsystems of the Short-Term Integrated Forscasting System: D070191BBB17:53 and
S071991BBB17:05 for the middle oil price case.
Sources: Energy Information Administration, Intemational Petroleum Statistics Report, DOE/EIA-0529(91/08); and International Energy Annual 1989, DOE/EIA-
0218(88); Crganization for Economic Cooperation and Development, Annual and Monthly Oil Statistics Database through December 1980,
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Table 4. Energy Prices
(Nominal Dollars)
1980 1991 | Price | 1901 1992 Year
Product ist [ 2nd | 3rd | 4th | 1st | 2nd |Range| 3rd | 4th | 1st | 2nd | ard | 4th | 19901991 1082

Imported Crude Oil Price*
(dollars per barrel)

Natural Gas Wellhead Price
(dollars per thousand cubic feat}

Petroleum Products

Gasoline®
(dollars per gallon)

No. 2 Diesel Oil, Retail
(dollars per gallon)

No, 2 Heating Oil, Wholesale
(doflars per gallon)

No. 2 Heating Oil, Retail
(dollars per gallon)

No. 6 Residual Fusel Oil°
(dollars per barrel)

Electric Utility Fuels

Coal
{dollars per million Btu)

Heavy OIl*
(dollars per million Btu)

Natural Gas
(dollars per million Btu)

Other Residential

Natural Gas
{dollars per thousand cubic fest)

Electricity
(cents per kilowatthour)

19.76 15.85 23.16 29.71 19.40 18.13

188 149 153 195 168

1.08

1.10

0.63

1.03

19.27

1.46

3.49

5.53

74

112 124

1.00 1.17
0.54 0.70
1.01

0.91

14.03 17.41

147 144

238

3.12

214 218

591 6.96

79 82

1.42

139

1.22

4.4

1.44

4N

2.60

5.70

78

1.21

1.20

17.50

148

2.91

240

76

1.43

1.19

0.59

0.94

13.04

1.46

2.04

1.94

5.94

82

Low 16.00 16.00 16.00 16.00 16.00 16.00

17.29

Mid 79.00 20.00 20.00 20.00 20.00 21.00 21.78 19.12

High 22.00 22.00 22.00 22.00 22.00 23.00
Low
Mid
High

1.60
1.65
1.80

1.85
1.99
2.15

1.72
1.89
2.00

1.42
1.58
1.69

1.65
1.76
1.54

1.93
215
2.28

Low
Mid
High

1.17 113
1.21

1.27

1.09
1.17

1.16
1.25
1.30

1.17
1.27
1.27 1.32
Low
Mid
High

1.03
1.12
1.18

1.08 1.09
1.21

1.24

1.06
1.18
1.21

1.11

1.24 1.30
Low
Mid

High

0.50
0.57
0.65

0.51
0.61
0.66

0.54
0.66
0.71

0.53
0.63
0.68

0.55
0.65
0.70

Low
Mid
High

087 083
1.02

1.08

0.96
1.06
1.12

0.92
1.02
1.08

0.95
1.07
0.99 1.12
Low
Mid
High

12.18 13.84
17.17

18.45

14.78
18.00
19.31

14.00
16.96
18.29

14.15
17.03
18.36

15.17
19.02

16 47 20.46

Low
Mid
High

143 142 142
1.47

1.51

1.43
1.49
1.54

1.41
1.47
1.53

1.40
1.48
1. 47 1 49 1.55
Low
Mid
High

1.90
227
2.57

226 238
290

311

220 222
267

288

248

2 99 2 86 3 32
Low
Mid

High

2.03
2.08
223

2.40
2.50
2.67

248
2.59
276

211
221
237

2.21
2.30
246

2.58
a7
2.88

Low
Mid
High

6.96
7.10
2.31

579 566
5.64

6.08

6.10
6.30
6.59

7.27 6.08

6.29

6 17 7.87

Md 84 80 77 83 86 &1

1.72

1.22

117

0.70

1.06

18.64

1.45

3.22

2.32

5.77

7.8

20.39

1.60
1.69
1.78

1.18

123

1.01

14.25
15.65
16.41

1.44
1.46
1.47

228
2.50
263

2.16
220
231

581
5.86
5.94

8.0

16.00
20.25
22.25

1.69
1.85
1.98

1.15
1.24
1.29

1.08
1.20
1.24

0.52
0.68

0.94
1.05
1.11

14.56
17.81
19.17

1.41
1.48
1.53

232
2.84
3.05

232
243
2.59

5.98
6.17
6.45

8.2

*Cost of imported cruds oil to U.S. refiners.
®Average retail for all grades and services.

°Retail residual fus! oil-average, all sulfur contents.
‘Heavy fusl oil prices include fuel oils No. 4, No. 5, and No. 8, and topped crude fuel oil prices.
Notes: Second quartsr 1891 is estimated. Prices exclude taxes, except gasoline, residential natural gas, and diesel prices. Price ranges are derived by simulating
all energy product price modsls in STIFS under the assumptions of: $16 world oil prices (low price), $20 world oil prices (mid price), and $22 world oil prices (high price),
with macroeconomic and weather assumptions kept as in the mid case for all cases. Historical values are printed in boldface, forecasts in ftalics. The forecasts were
generated by the following simulations of the demand and supply subsystems of the Short-Term Integrated Forecasting System: D070191BBB17:53 and
$071091B88B18:26 for the middle il price case; D070181HLL20:01 and S071091HLL19:25 for the low oil price case; and D070181LHS18:14 and S5071091LHS19: 32

for the high oil price case.

Sources: Historical data: Energy Information Administration, Monthly Energy Review, DOE/EIA-0035(91/07); and Petroleum Marketing Monthly,

DOE/EIA-0380(91/07).
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Table 5.

(Million Barrels per Day, Except Closing Stocks)

Supply and Disposition of Petroleum: Low World Oil Price Case

Supply and Disposition

1990

1991

1992

Year

1st | 2nd | 3rd | 4th

1st | 2nd | 3rd | 4th

1st | 2nd | 3rd | 4th

1990 | 1991 | 1992

Supply
Crude Qil Supply

Domestic Production®
Alaska .............c...ciinnn
lower48 ............... ...

Net Imports (Including SPR)°
Gross Imports (Excluding SPR) .......

SPRImports .............c.c0uus
Exports .........cciiiiiiiiiinnn

SPR Stock Withdrawn or Added (-)

Other Stock Withdrawn or Added (-) ....

Product Supplied and Losses .........

Unaccounted-for Crude  .............

Crudse Oil Input to Refineries

Other Supply

NGL Production ...................
Other Hydrocarbon and Alcohol inputs . .
Crude Oil Product Supplied
ProcessingGain ..................
Net Product Imports® ...............

Gross Product imports® ............

Product Exports .................
Product Stock Withdrawn or Added (-)? . .

Total Product Supplied, Domestic Use

Disposition

Total Petroleum Net Imports

Motor Gasoline ...................
Jet Fuel
Distillate Fuel Oil ..................
Residual Fuel Ol ..................
Other Oils Supplied® ...............

Total Product Supplied ..............

Closing Stocks (million barrels)

Cruds Oil (Excluding SPR)'
Total Motor Gasoline

Finished Motor Gasoline ............

Blending Components ..............
Jet Fuel
Distillate Fuel Oil
Residual Fuel Oil
Other Qils®

Total Stocks (Excluding SPR)
Crude Oil in SPR
Total Stocks (Including SPR)

7.49
1.84
5.65
5.96
6.05
0.03
0.12
-0.03
-0.33
-0.03
0.22

13.28

1.55
0.08
0.03
0.68
1.76
244
0.68
-0.32

17.07
7.05
1.52
3.24
1.42
3.84

17.07

7.72

728 7.23
173 171
555 5.52
6.13 6.26
618 6.30
005 0.03
0.10 0.07
-0.05 -0.03
0.15 045
0.03 -0.02
0.19 0.27

13.38 14.15

148 155
0.08 0.07
0.03 0.02
0.65 0.68
160 1.31
225 203
065 0.72
-0.28 -0.56

16.95 17.22

733 741
150 150
295 294
123 118
393 420

16.95 17.22

7.713 757

384 343
213 229
176 188
37 4
47 50
110 138
47 49
298 302

1098 1109
587 590
1685 1698

7.42
1.82
5.60
4.81
4.94
0.00
0.13
0.04
0.22
-0.01
0.35

12.83

1.65
0.08
0.01
0.71
0.84
1.78
0.94
0.58

16.71

7.15
1.57
2.95
1.10
3.94

16.71

5.64

323
220
181
39
52
132
49
260

1035
586
1621

7.48
1.88
5.60
5.19
5.30
0.00
o.1n
0.18
-0.16
-0.02
0.18

12.86

1.66
0.08
0.02
0.67
0.44
1.52
1.07
0.65

16.40

6.83
1.50
3.11
1.19
3.79

16.43

5.63

337
211
173
39
45
98
43
257

990
568
1559

739 7.18
1.78 1.71
5.60 547
590 6.01

0.00 0.00
0.14 0.08
0.00 0.00
-0.18 0.16
-0.02 -0.02
039 0.13

13.48 13.45

1.63 159

0.02 0.02
065 067
1.20 1.09
1.84 175
0.64 0.66
-0.74 -035

16.31 16.55
730 7.33
1.39 140
283 268
1.15 1.03
364 410

16.31 16.55
710 7.10
353 339
217 229

177 184
114 127
295 303
1074 1092

568 568
1642 1660

1.62
0.11
0.02
0.67
1.36
212
0.76
0.30

17.22

7.23
1.49
3.25
1.22
4.05

339
230
188

134
272
1065

568
1634

7.08
1.73
5.34
6.09
6.21
0.00
0.12

-0.07
-0.02
0.15

13.22

1.63
0.10
0.02
0.65
1.28
1.94
0.66
0.45

17.35

346
231
188

47
105

259
1032

568
1600

6.92 676
1.68 1.62
523 5.15
646 6.77
659 685
0.00 0.00
0.13 0.08
0.00 0.00
-0.03 007
-0.02 -0.02
0.15 0.14

13.47 13.72

1.61 159
010 0.15
0.02 002
068 0.69
123 1.1
188 1.77
065 0.66
-0.47 -0.36

16.63 16.92

730 735
143 147
297 2861
1.05 1.11
389 4.18

16.63 16.92
7.69 7.88
349 343
226 234
185 188
42 45
112 127
296 305
1078 1104

568 568
1646 1673

1.62
0.20
0.02
0.68
1.25
2.01
0.76
0.28

17.44
7.24
1.54
3.33
1.24
4.09

17.44
7.74
340
233

189
136
274
1076

568
1644

7.36
1.77
5.58
5.79
5.87
0.03
0.11
-0.02
0.05
-0.02
0.26

13.41

1.56
0.08
0.02
0.68
1.38
212
0.75
-0.14

16.99

7.23
1.52
3.02
1.23
3.98

16.99

7.16

323
220
181
39
52
132
49
260

1035
586
1621

7.29
1.78
5.51
5.75
5.87
0.00
0.12
0.05
-0.05
-0.02
0.21

13.23

1.63
0.09
0.02
0.67

1.81
0.78
-0.04

16.62
717
1.45
297
1.15
3.89
16.63
6.78
339
230
188
134
272
1065

568
1634

6.87
1.67
5.21
645
6.57
0.00
0.12
0.00
0.00
-0.02
0.15

13.45

1.61
0.14
0.02
0.67
1.22
1.90
0.68
-0.03

17.08
721
1.48
3.17
1.18
4.04

17.09
7.67
340
233

189
136
274
1076

568
1644

$071991BSB17:12 for the low oll price case.
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*Includes lease condensate.

®Net imports equals gross imports plus SPR imports minus exports.
‘Inciudes finished petroleum products, unfinished oils, gasoline blending components, and natural gas plant liquids for processing.

‘Includes an estimate of minor product stock change based on monthly data.

*Includes crude oil product supplied, natural gas liquids, liquefied refinery gas, other liquids, and all finished petroleum products except motor gasoline, jet fuel,
distillate, and residual fuel oil.

‘Includes crude oil in transit to refineries.

“Iincludes stocks of all other oils such as aviation gasoline, kerosene, natural gas liquids (including ethane), aviation gasoiine blending components, naphtha and
other oils for petrochemical feedstock use, special naphthas, lubse oils, wax, coke, asphalt, road oil, and miscellaneous olls.

SPR: Strategic Petroleum Reserve
NGL: Natural Gas Liquids

Notes: Minor discrepancies with other EIA pubiished historical data are due to rounding. Historical values are printed in boldbace, forecasts in italics. The forecasts
were generated by the following simulations of the demand and supply subsystems of the Short-Term integrated Forecasting System: D070191BSB820:01 and

Sources: Historical data: Energy Information Administration, Petroleum Supply Annual 1989, DOE/EIA-0340(89)/1; Petroleum Supply Monthly, DOE/EIA-0109, Jan.
1991 to April 1881; and Weekly Petroleum Status Report, DOE/EIA-0208(81-24,25,29).
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Table 6. Supply and Disposition of Petroleum: Mid World Oil Price Case
(Million Barrels per Day, Except Closing Stocks)

1990 1991 1992 Year
Supply and Disposition ist | 2nd | 3rd | 4th | 1st [ 2nd | 3rd | 4th | 1st | 2nd | ard | 4th | 1990 [ 1991 | 1982
Supply
Crude Oil Supply
Domestic Production® ............... 749 728 723 742 748 739 730 730 726 711 698 700 136 737 7.09
Alaska ............. .00 184 173 171 182 188 178 173 177 175 171 165 169 177 1.79 170
lowerd8 ...................... 565 555 552 560 560 560 557 553 550 541 534 531 558 558 539
Net Imports (including SPR)® ......... 596 613 626 481 519 590 584 564 580 6.14 648 609 579 564 6.13
Gross Imports (Excluding SPR) ....... 605 618 630 494 530 604 592 578 592 627 656 623 587 576 625
SPRImports .................... 003 005 003 000 000 000 000 000 000 000 000 0.00 003 000 0.00
EXpOrt8 .......ciivnveernnnnennn 012 0.0 007 013 o011 0714 008 014 012 013 008 014 011 012 012
SPR Stock Withdrawn or Added (-) ..... 003 -005 -003 004 019 000 000 000 000 000 000 000 -002 005 000
Other Stock Withdrawn or Added (-} .... 033 015 045 022 -0.16 -0.18 0.177 000 -0.07 -003 007 003 005 -0.04 0.00
Product Supplied and Losses ......... .03 -0.03 -0.02 -0.01 -002 -002 -002 -002 -002 -002 -002 -0.02 -0.02 -0.02 -0.02
Unaccounted-for Crude ............. 022 019 027 035 018 039 0.13 014 0.15 015 014 014 028 021 0.14
Crude Oil Input to Refineries . ........ 13.28 13.38 14.15 1283 1286 1348 1340 13.07 13.11 13.36 13.65 13.24 13.41 1320 13.34
Other Supply
NGL Production ................... 155 148 155 165 166 163 159 162 163 162 160 163 156 163 162
Other Hydrocarbon and Alcohol Inputs . . 008 008 007 008 008 008 008 011 010 010 015 020 008 009 0.14
Crude Oil Product Supplied .......... 003 0.03 002 001 002 002 002 002 002 002 002 002 002 002 002
Processing Gain  .................. 069 065 068 071 0.67 065 067 067 065 067 068 068 068 066 067
Net Product Imports® ............... 176 160 131 084 044 120 105 129 122 119 100 119 138 100 1.15
Gross Product Imports® ............ 244 225 203 178 152 184 171 205 188 184 166 195 212 178 184
Product Exports  ................. 068 065 072 094 107 064 066 076 066 065 066 076 075 078 0.68
Product Stock Withdrawn or Added (-)* .. 032 028 056 058 065 -0.74 -033 031 047 -048 -037 030 -0.14 -0.03 -0.02
Total Product Supplied, Domestic Use .. 17.07 16.95 17.22 16.71 16.40 16.31 1648 17.10 17.20 16.48 16.73 17.26 16.99 16.57 16.92
Disposition
Motor Gasoline ................... 705 733 741 715 683 730 731 719 690 725 730 719 723 716 7.16
JetFuel ........................ 152 150 150 157 150 139 140 149 148 143 147 154 152 145 148
Digtillate Fuel Oif .................. 324 295 294 295 311 283 266 321 354 293 277 329 3.02 295 313
Residual FuelOil .................. 142 123 118 110 119 115 100 116 126 099 101 115 123 113 110
Other Oils Supplied® ............... 384 393 420 394 379 364 411 406 401 389 417 410 398 390 404
Total Product Supplied .............. 17.07 16.95 17.22 16.71 16.43 16.31 16.48 (17.10) 17.20 16.48 16.73 17.26 16.99 16.58 16.92
Total Petroloum Net Imports .......... 772 773 757 564 563 710 689 694 702 734 748 728 1716 664 728
Closing Stocks (million barrels)
Crude Oil (Excluding SPR)' ........... 371 384 343 323 337 353 338 338 344 347 341 338 323 338 338
Total Motor Gasoline ................ 227 213 229 220 211 217 228 229 230 225 233 232 220 229 232
Finished Motor Gasoline ............ 186 176 188 181 173 177 183 186 187 183 187 188 181 186 188
Blending Components  .............. 42 37 41 39 39 40 45 43 43 42 46 44 39 43 44
JetFuel ........... .. ..ot 49 47 50 52 45 48 50 47 47 48 50 48 52 47 48
Distillate Fuel Oit ................... 88 110 136 132 98 114 125 132 104 111 125 134 132 132 134
Residual Fuel Oil . .................. 46 47 43 49 43 46 44 43 42 45 45 44 49 43 44
OtherOils® ....................... 267 298 302 260 257 295 304 272 258 295 305 274 260 272 274
Total Stocks (Excluding SPR) .......... 1060 1098 1109 1035 990 71074 1089 1061 1025 1071 1099 1069 1035 1061 1069
CrudeOilinSPR ................... 582 587 590 586 568 568 568 568 568 568 568 568 586 568 568
Total Stocks (Including SPR) .......... 1642 1685 1698 1621 15589 1642 1658 1629 1594 1640 1667 1637 1621 1629 1637

*Includes lsase condensate.

®Net imports equals gross imports plus SPR imports minus exports.

“includes finished petroleum products, unfinished oils, gasoline blending components, and natural gas plant liquids for processing.

‘Includes an estimate of minor product stock change based on monthly data.

*indludes crude oil product supplied, natural gas liquids, liquefied refinery gas, other liquids, and all finished petroleum products except motor gasoline, jet fuel,
distillate, and residual fuel oil.

fincludes crude oil in transit to refineries.

includes stocks of all other oils such as aviation gasoline, kerosene, natural gas fiquids (including ethane), aviation gasociine blending components, naphtha and
other oils for petrochemical feedstock use, special naphthas, lube oils, wax, coke, asphalt, road oil, and miscellansous olls.

SPR: Strategic Petrolsum Reserve

NGL: Natural Gas Liguids ‘

Notes: Minor discrepancies with other EIA publighed historical data are due to rounding. Historical values are printed in boldbace, forecasts in itallcs. The forecasts
were generated by the following simulations of the demand and supply subsystems of the Short-Term Integrated Forecasting System: D070181BBB17:53 and
$071991BBB17:05 for the middle oil price case.

Sources: Historical data: Energy Information Administration, Petroleum Supply Annual 1589, DOE/EIA-0340(89)/1; Petroleum Supply Monthly, DOE/EIA-0108, Jan.
1991 to April 1981; and Weekly Petroleum Status Report, DOE/EIA-0208(91-24,25,29).
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Table 7. Supply and Disposition of Petroleum: High World Oil Price Case
(Million Barrels per Day, Except Closing Stocks)
1980 1991 1992 Year
Supply and Disposition ist | 2nd | 8rd | 4th | 1st ] 2nd | Brd | ath | dst | 2nd | 3rd | 4th | 1990 | 1991 | 1902
Supply
Crude Qil Supply
Domestic Production® ............... 749 728 723 742 748 739 743 745 742 728 717 721 738 744 727
Alaska ............ ..o 184 173 w71 182 188 178 179 184 1.8 178 172 178 177 182 178
Lowerd8 . ............... ..., 565 555 552 560 560 560 564 561 559 551 546 6544 558 561 550
Net Imports (Including SPR)® ......... 596 613 626 481 519 590 565 543 554 587 620 577 579 554 585
Gross Imports (Excluding SPR) ....... 605 618 630 484 530 604 573 557 566 600 628 591 587 566 596
SPRImports .................... 003 005 003 000 000 000 000 000 000 000 000 0.00 003 000 000
Exports ..........c.oiiiiiiinnnn 012 0106 007 013 011 0.14 008 0.14 012 0.13 008 0.14 011 012 0.12
SPR Stock Withdrawn or Added (-) ..... 003 -005 003 004 019 000 000 000 000 000 000 000 -0.02 0.05 0.00
Other Stock Withdrawn or Added (-) .... 033 015 045 022 -016 -018 018 000 -007 -003 007 003 0.05 -004 0.00
Product Supplied and Losses . ........ 0.03 -0.03 -002 -0.01 -002 -0.02 -002 -002 -0.02 -002 -0.02 -0.02 -0.02 -0.02 -0.02
Unaccounted-for Crude ............. 022 019 027 035 018 039 012 014 015 015 014 014 026 021 0.14
Crude Oif Input to Refineries ......... 13.28 13.38 14.15 12.83 12.86 1348 1337 13.00 13.02 13.25 13.56 13.13 13.41 13.18 13.24
Other Supply
NGL Production ................... 155 148 155 165 166 163 160 163 163 162 160 163 156 163 1.62
Other Hydrocarbon and Alcohol Inputs . . 008 008 007 008 008 008 008 0171 0.10 010 015 020 0.08 009 014
Crude Oil Product Supplied .......... 003 003 002 001 002 0.02 002 002 002 002 002 0.02 002 002 002
Processing Gain . ................. 069 065 068 071 067 065 067 067 065 067 068 067 068 066 0.67
Net Product Imports® ............... 176 160 131 084 044 120 100 125 119 119 097 117 138 097 113
Gross Product Imports® ............ 244 225 203 178 152 184 165 201 185 184 163 193 212 176 181
ProductExports ................. 068 065 072 094 107 0684 066 076 066 065 066 076 075 078 068
Product Stock Withdrawn or Added (-)* .. 032 -028 -056 058 065 -0.74 -031 032 048 -047 -037 0.31 -014 -0.02 -0.01
Total Product Supplied, Domestic Use 17.07 16.95 17.22 16.71 16.40 1637 1642 17.00 17.09 16.37 16.60 17.13 16.99 16.53 16.80
Disposition
Motor Gasoline ................... 705 733 741 715 683 730 729 716 688 723 728 716 123 715 714
JetFuel ........................ 152 150 150 157 150 139 140 148 148 142 146 153 152 144 148
Distillate Fuel Gil .................. 324 295 294 295 311 283 263 317 349 288 272 322 3.02 294 307
Residual Fuel Oil .................. 142 123 118 110 119 1,15 097 113 123 096 087 111 123 111 107
Other Oils Supplied® ............... 384 383 420 394 379 364 411 406 4.02 389 4.17 410 398 390 405
Total Product Supplied .............. 17.07 16.95 17.22 16.71 16.43 1631 16.42 17.00 17.09 1637 1660 17.13 16.99 1654 16.80
Total Petroleum Net Imports  .......... 772 773 757 6564 563 710 665 667 673 706 717 694 716 652 697
Closing Stocks (million barrels)
Crude Oil (Excluding SPR)' ........... 371 384 343 323 337 353 337 337 343 346 339 337 323 337 337
Total Motor Gasoline ................ 227 213 229 220 211 217 228 228 229 224 232 231 220 228 231
Finished Motor Gasoline ............ 186 176 188 181 173 177 183 186 186 183 187 187 181 186 187
Blending Components .............. 42 37 L] 39 39 40 45 43 43 42 46 44 39 43 44
JetFuel ......................... 49 47 50 52 45 48 50 47 46 48 50 47 52 47 47
Distillate Fuel Oil ................... 99 110 138 132 98 114 124 130 102 109 123 131 132 130 131
Residual Fuel Ol ................... 46 47 49 49 43 46 4 43 42 44 44 43 49 43 43
OtherQils® ...............covuuun 267 298 302 260 257 295 304 271 257 294 305 273 260 271 273
Total Stocks (Excluding SPR) .......... 1060 10898 1108 1035 990 171074 1086 1057 1020 1065 1093 1062 1035 1057 1062
CrudeQilinSPR ................... 582 587 590 586 568 568 568 568 568 568 568 568 586 568 568
Total Stocks (including SPR) .......... 1642 1685 1698 1621 1559 1642 1655 1625 1588 1634 1661 1631 1621 1625 1631

*‘Includes lease condensate.

®Net imports equals gross imports plus SPR imports minus exports,
‘Includes finished petroleum products, unfinished oils, gasoline blending components, and natural gas plant liquids for processing.

‘Includes an estimate of minor product stock change based on monthly data.

“Includes crude oil product supplied, natural gas liquids, liquefied refinery gas, other liquids, and all finished petroleum products except motor gasoline, jet fusl,

distillate, and residual fuel oil.
fincludes crude oil in transit to refineries.

YIncludes stocks of all other oils such as aviation gasoline, kerosene, natural gas liquids (including ethane), aviation gasoline blending components, naphtha and
other oils for petrochemical feedstock use, special naphthas, lube oils, wax, coke, asphalt, road oll, and miscellaneous oils.

SPR: Strategic Petroleum Reserve
NGL: Natural Gas Liquids

Notes: Minar discrepancies with other EIA published historical data are due to rounding. Historical values are printed in boldbacs, forecasts in #alics. The forecasts
were generated by the following simulations of the demand and supply subsystems of the Short-Term Integrated Forecasting System: D070191BGB18:14 and

S071891BGB17:21 for the high oil price case.

Sources: Historical data: Energy Information Administration, Petroleum Supply Annual 1989, DOE/EIA-0340(89)/1; Petroleum Supply Monthly, DOE/EIA-0109, Jan.
1891 to April 1991; and Weekly Petroleum Status Report, DOE/EIA-0208(91-24,25,29).
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Table 8. Petroleum Demand Sensitivities

Demand 1991 1892
Determinant
Two Quarters Four Quarters
Economic Activity
Level of GNP® . . . it ettt e 4,124 - 4,233 4,174 - 4,353
Resulting Petroleum Demand Difference® ..............cccoviueeeeennnennn. 0.29 0.54

Energy Prices

[0 0T - O $16 - $22 $16 - $22.25
Resulting Petroleum Demand Difference”

AllEnergy Prices Change . .......... .ottt ineeronnnanaaaans .18 26
Only Qil Prices Change ......... ...ttt it iiiiiiiiaann, .18 .29
Weather
Heating Degree Days? ... ..........uiiitiuiunneetetnnnnereeenarnneenns 1,620 - 1,964 4,388 - 5,226
Cooling Degree Days® .. ... ... i .iiee it it it e 758 - 912 1,096 - 1,306
Resulting Petroleum Demand Difference® . ...........cccveiininnenevarnnnns .26 .38

*Real gross national product, in billion 1982 dollar per year.

*Petroleum demand ranges associated with varying each demand determinant (ro set of demand determinants), holding other things equal, in million barrels per
day.

‘Refiners’ acquisition cost of import oil, in current dollars per barrei.

“Heating and cooling degree days shown are national population-weighted.

Sourca: Energy Information Administration, Office of Energy Markets and End Use, Short-Term Integrated Forecasting System.

Table 9. Crude Oil Production Forecast Components
(Million Barrels per Day)

High Low Difference
Price Case Price Case
Total Uncertainty Price Impact
United States . ....................... 7.21 6.75 46 14 .32
Lowerd4BStates ...................... 5.44 5.10 .33 11 22
Alaska .. .............. i 1.78 1.64 .13 .03 .10

Note: Components provided are for the fourth quarter 1892. (Compare tables 5 and 7 on pages 21 and 23.) Totals may not add to sum of components due to
independent rounding.
Source: EIA, Office of Oil and Gas, Reserves and Natural Gas Division.
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Table 10. Supply and Disposition of Natural Gas: Mid World Oil Price Case

(Trillion Cubic Feet)

1990 1991 1892 Year
Supply and Disposition ist | 2nd | Ord | ath | 1st | 2nd | 3rd | 4th | ist | 2nd | ord | ath | 1990 | 1991 | 1992
Supply

Total Dry Gas Production® ............ 455 429 424 454 450 431 410 452 460 438 4.15 456 1761 1743 17.69
Netimports ....................... 036 032 033 041 038 037 034 039 045 039 037 041 141 148 162
Supplemental Gaseous Fuels .......... 003 002 003 003 003 002 002 003 003 002 002 003 011 010 0.10
Total New Supply ................. 493 463 459 497 492 471 446 493 508 480 454 499 1913 19.02 19.41

Underground Working Gas Storage
Opening ....ovvriiiiiriniiaanann 251 188 245 327 301 190 258 342 303 193 252 337 251 301 303
Closing ......covvuneennn. e 188 245 327 301 190 258 342 303 193 252 337 298 301 303 298
Net Withdrawals® ................. 063 -057 -0.83 025 1.04 -063 -084 039 110 -060 -084 039 -052 -005 005
Total Supply* ...coiii e 557 406 376 522 596 4.07 362 532 618 421 370 538 1861 1897 19.46
Balancing Item® .................... 018 024 0.1t -034 017 o0.11 -009 -038 002 025 -003 -035 0.19 -020 -0.11
Total Primary Supply* ............... 575 430 387 488 6.13 418 353 493 620 445 367 503 18.80 1878 1936

Consumption

Lease and PlantFuel ................ 032 030 029 031 031 028 027 031 030 032 028 032 121 117 121
PipaelineUse ...................... 015 014 0.15 014 016 01715 013 015 014 0.15 013 015 057 059 058
Residential ....................... 198 081 038 121 209 080 037 129 229 086 038 131 437 456 485
Commercial ............ccoiivinnnn 104 052 036 071 110 052 033 073 119 056 034 075 262 268 283
Industrial ............... .. . 0. 181 180 173 190 196 174 157 18 174 187 165 187 728 709 713
Electric Utilities . ................... 046 0.74 097 062 051 069 087 063 054 069 089 064 279 270 276
Subtotal ............. ... ... . 575 430 387 488 6.13 4.18 353 493 620 445 367 503 18.80 18.78 19.36

*Excludes nonhydrocarbon gases removed.

*Net withdrawals may vary from the difference between opening and closing stocks of gas in working gas storage due to book transfers between base and working

gas categories, and other storage operator revisions of working gas inventories.

“The balancing item represents the difference between the sum of the components of natural gas supply and the sum of components of natural gas disposition.
Notes: Minor discrepancies with other EIA published historical data are due to rounding. Historical values are printed in boldface, forecasts in italics. The forecasts
were generated by the following simulations of the demand and supply subsystems of the Short-Term Integrated Forecasting System: D070191BBB17:53 and

S071991BBB17:05 for the middle oil price case.

Sources: Historical data: Energy information Administration, Monthly Energy Review, DOE/EIA-0035(81/07); Natural Gas Monthly, DOE/EIA-0130(21/07); and Electric

Power Monthly, DOE/EIA-0226(91/07).
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Table 11. Supply and Disposition of Coal: Mid World Oil Price Case

(Million Short Tons)

1880

19891

1892

Year

Supply and Disposition

1st |2nd| 3rd | 4th

1st]2nd|3rd[4th

ist | 2nd | 3rd | 4th

1990 | 1991 | 1992

Supply
Production .................. ...t 264
Primary Stock Levels*
Opening .........ccviiiiiineinnnn 29
Closing ..........ccoiiiiiivaenn. 35
NetWithdrawals ................. -
Imports . .........c.oviiiiniiinnnn. 1
EXpOrts ........cciiiiuiiinnininnnnn
Total Net Domestic Supply ........... 236
Secondary Stock Levels®
Opening .........coveeueernneaenn 146
Closing ........vvmiiiiinnannnn. 160
Net Withdrawals ................. -14
Total Indicated Consumption .......... 222
Consumption
CokePlants ...................... 10
Electric Utilittes .................... 185
Retail and General Industry® ........... 2
Subtotal ............. .00, 216
Total Disposition .................. 222
Discrepancy’ .............c....unn 6

254 255
35 37
7 34

-2 3
1 1
28 29

225 229

160 172

172 161

-12 n

213 240
10 10

182 211
19 20

212 241

213 240

2 0

254

167
167

224

189

219

224

242 248
42 40
40 37

2 3
1 1
25 27

220 225

167 176

176 160
-9 16

211 241

8 8

184 213
19 19

211 241

211 241

0 0

258

255

8

-

24
229

168
166

231

200

231

231

258 253
36 33
33 31

3 2
1 1
29 26

233 230

166 180

180 162
-14 18

218 248

9 9

190 220
19 19

218 248

218 248

0 0

260

31
31

235

162
166

231

199
22
231

231

1029

146
167
-21

900

40

83

900

1002

33

102
903

167
168
-1

902
34
781

82
897

902

1027

33
31
2

3
106
926

168
166
2

928
37
809

83
928

928

*Primary stocks are held at the mines, preparation plants, and distribution points.
*Secondary stocks are held by users. Most of the secondary stocks are held by electric utilites.
°Synfuels plant consumption in 1990 was 1.7 million tons per quarter, and is assumed to remain at that level in 1991 and 1992.

“Historical period discrepancy refiects an unaccounted for shipper and receiver reporting difference.

Notes: Rows and columns may not add due to independent rounding. Zeros indicate amounts of Jess than 500,000 tons. Historical values are printed in boldface,
forecasts in italics. The forecasts were generated by the following simulations of the demand and supply subsystems of the Short-Term integrated Forecasting System:

D070191BBB17:53 and S071991BBB17:05 for the middle oil price case.

Sources: Historical data: Energy Information Administration, Monthly Energy Review, DOE/EIA-0035(91/07); and Quarterly Coal Report, DOE/EIA-0221(91/1Q).
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Table 12. Supply and Disposition of Electricity:

(Billion Kilowatthours)

Mid World Qil Price Case

1990 1991 1992 Year
Supply and Disposition ist | 2nd [ 3rd [ 4th | 1st [ 2nd [ 3rd [ 4th | 1st [ 2nd [ 3rd | 4th | 1990 ] 1891 | 1992
Net Utility Generation
e 3715 3605 4267 3907 377.3 371.9 429.5 394.7 4057 384.9 441.9 402.81558.5 1573.3 16354
PeIOIEUM . ... .ot 311 329 318 213 267 233 278 284 323 231 201 290 1172 1062 1135
Natural Gas ....................... 438 701 918 584 483 657 825 595 509 655 846 60.1 2641 2561 261.0
T 1512 127.8 157.9 1400 1514 1386 154.5 138.2 147.9 1351 156.0 141.9 5769 582.7 560.9
Hydroelectric . ..................... 756 80.0 617 625 734 808 681 687 796 824 682 69.1 27198 291.0 299.3
Geothermal and Other* .............. 27 25 27 27 25 28 31 31 32 32 33 33 107 116 129
Total Utity Generation ............. 675.9 682.9 7726 675.6 679.6 683.2 7655 692.6 719.5 694.1 783.0 706.32807.1 2820.9 2902.9
NetImports ....................... 26 17 28 32 22 40 60 59 52 64 90 89 18 181 295
Purchase from Nonutilities® ........... 277 280 317 277 316 319 361 316 371 374 424 371 1152 1311 1539
Total SUPPlY ..o 701.0 709.3 807.1 706.6 7134 719.1 807.6 730.1 761.8 737.9 8344 752.22924.0 2970.1 3086.3
Losses and Unaccounted For ......... 343 715 612 524 394 637 618 590 464 710 636 603 2193 2240 241.3
Sales
Residential ....................... 2412 2013 2645 214.0 247.6 219.9 269.1 2251 267.5 216.5 278.5 233.1 921.1 961.7 995.6
Commercial ....................... 177.9 180.3 211.6 182.7 179.9 1862 213.0 187.2 191.0 191.5 220.3 194.1 752.6 766.3 796.8
Industrial ...............0oo.... 224.6 2333 2447 2349 2235 2268 2394 2355 2328 2359 2474 241.0 9315 9252 957.1
o 231 229 251 225 229 225 243 233 241 231 247 236 935 929 955
TOWI e 666.7 637.8 7459 654.2 673.9 6553 7458 671.1 7154 666.9 770.8

691.9 2704.7 2746.1 2845.1

*Other includes generation from wind, wood, waste, and solar sources.

°Electricity received from nonutility sources, including cogenerators and small power producers.

“Balancing item, mainly transmission and distribution losses.

Notes: Values for purchases from nonutilities and iosses and unaccounted for are estimated for 1390, Minor discrepancies with other EIA published historical data
are due to rounding. Historical values are printed in boldfacs, forecasts in italics. The forecasts were generated by the following simulations of the demand and supply
subsystems of the Short-Term Integrated Forecasting System: D070191BBB17:53 and S071991BBB17:05 for the middle oil price case.

Sources: Historical data: Energy Information Administration, Monthly Energy Review, DOE/EIA-0035(91/07); and Electric Power Monthly, DOE/EIA-0226(81/07).
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THE PRESIDENT
DOESNT TAKE AN OATH
TO DEFEND THE
AMERICAN FLAG OR
THE STATUE OF LIBERTY.

'The President takes an oath to defend something even more important
than a majestic symbol of our country.

L3

M

The President takes an oath to defend the Constitution of the United
States. A document that has been described as the greatest leap forward for
freedom in human history. A document that is the foundation of our country.
And the means by which we achieve the rule of law and protect our freedom.

As we commemorate the Bicentennial of the Constitution, there is
no better way for you as an American to reaffirm the principles for which our
country stands than to leam more about the Constitution.

"The words we live by.

THE CONSTITUTION

"The words we live by

"!0!
To learn more about the Constitution write: Constitution, Washington, D.C. 20569. The Commission on the Bicentennial of The U.S. Constiuution. Couxi
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Information from
the Federal Govern-
ment on subjects
ranging from agricul-
ture to zoology is
available at Depository
Libraries across the
nation.

You can visit these
libraries and use the
Depository collections
without charge.

To find one in your
area, contact your
local library or write:
Federal Depository
Library Program,
Office of the Public
Printer, Washington,
DC 20401.
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