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SUMMARY

Refining activity in September was strong, with records set for both gasoline and distillate production. For gasoline, output totaled 9.1 million barrels per day, the highest ever for the month of September and nearly 7 percent higher than the amount produced in September two years ago. Distillate production averaged nearly 4.4 million barrels per day, the highest for any month ever. Utilization of refinery capacity averaged 93.0 percent, the highest for the month in three years. 

Included in September’s record distillate output was nearly 2.6 million barrels per day of ultra-low sulfur diesel. Production of this cleaner diesel fuel, due at retail in mid-October and promising significant air-quality benefits, has risen steadily so far in 2006. Output of “clean diesel” had been minimal early in the year, but has risen steadily to account in September for more than one-fifth of all highway fuels produced.

Meanwhile, total domestic product deliveries, a measure of demand, experienced a rare year-to-year increase, if only because demand in September a year ago was diminished for some products by the impact of Hurricanes Katrina and Rita on supplies and prices. This September’s gasoline deliveries, in particular, showed an increase of over 4 percent, though we estimate that had year-ago deliveries not been affected by the hurricanes’ impact, this September’s gasoline deliveries would have shown an increase of a little over 2 percent. That would still have been relatively strong growth compared with recent past months, occurring at a time when retail gasoline prices have been falling dramatically – down by month-end by some 66 cents per gallon compared with early August.
September’s crude oil imports were the highest ever, at 10.9 million barrels per day. This contrasted sharply with crude imports in September a year ago, when refinery demand for crude oil was hobbled by the hurricanes. The result was a year-to-year increase in crude oil imports for this September of more than 19 percent. Meanwhile, strong domestic refinery output of products in the more recent period reversed last September’s then-record product imports that had helped offset the loss of domestic supply capability. As a result, this September’s product imports fell nearly 18 percent from one year earlier. However, this September’s 3.4 million barrels per day of product imports were roughly in line with year-to-date results of about 3.5 million barrels per day. 

While crude oil inventories held relatively steady during September, product inventories rose significantly. Gasoline inventories jumped 8 million barrels from the end of August to 217 million barrels at the end of September, about double the recent five-year average for the month. Distillate inventories, which in recent years have shown no clear pattern of increases or declines for September, this year rose a strong 9 million barrels from the end of August. That put them at 147 million barrels, more than 15 percent above the recent historical average for the month. Crude oil inventories ended the month at 325 million barrels, up only about 2 million barrels from the end of August, but nearly 13 percent above the five-year average for September.
September’s domestic crude oil production stayed within the 4.9 to 5.1 million-barrel-per day range of the past several months at 5.07 million barrels per day. However, because last September’s crude oil and natural gas production had been disrupted by hurricanes affecting Gulf of Mexico facilities, our figures show this September’s output some 20 percent higher than last September’s depressed level. When overall U.S. crude oil production is viewed over a slightly longer period, the continued decline of the past many years remains evident. Year-to-date results still show a decline of 4.2 percent in total domestic crude oil production over the past nine months. 
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