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National Overview

Canadian Retail Gasoline Prices
Increased 1 Cent per Litre from Last
Week

Average Canadian retail gasoline prices for the week
ending June 10, 2014 increased for the fourth
straight week by 1 cent per litre to $1.38 per litre.
This represents a six weeks high and prices are
5 cents per litre higher than last year at this time.

Diesel fuel prices decreased by 0.2 cents per litre to
$1.36 per litre for the week of June 10, 2014. This is
almost 12 cents per litre higher compared to last year
during the same period. Furnace oil prices increased
by 0.3 cent per litre from the previous week to
$1.27 per litre.

Recent Developments

e Rising Energy Prices Squeeze Household
Budgets: According to a Special Report released
by Scotiabank Economics indicate that rising
energy prices are eroding the purchasing power of
Canadian households. Findings of the report
illustrate that a discernible long-term upward trend
in the cost of energy products is fuelling the
growing household energy bill. The retail price of
gasoline, fuel oil, electricity and water have all
notably outpaced broad inflation since the 1980s,
increasingly so since the new millennium. Gasoline
accounts for slightly more than half (56%) of
household energy expenditures. Its share of the
average household budget has steadily increased
over the past decade and a half, reversing the
declining trend from the early 1980s through the
mid-1990s. (Source: Scotiabank,
http://www.scotiabank.com/ca/en/0,,3112,00.htm

1)

Assessing Transportation Fuel Options:
Making the right fuel mix choices to achieve real
reductions in transportation GHG emissions is no
easy task. All fuels have an environmental impact
— there is no such thing as a perfectly “clean” fuel.
Life Cycle Analysis (LCA) is a tool to systematically
evaluate and compare the long and short-term
environmental impacts of various fuel options and
estimate the environmental consequences of a
product through all stages of its life cycle — from its
creation to consumption. In Canada, the most
widely used LCA model is GHGenius, developed for
Natural Resources Canada. For more information,
please visit: http://www.ghgenius.ca/ (Source:
Canadian Fuels Association)

Figure 1: Crude Oil and Regular Gasoline
Price Comparison (National Average)
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Edmonton Par prices are discontinued as of May 1,
2014, and replaced by the Canadian Light crude blend
which is traded daily on the Net Energy Index.

Figure 2: Weekly Regular Gasoline Prices

—2012

2013

—2014

Changes in Fuel Prices

Week of: Change from:
Previous Last Year
¢/L 2014-06-10 Week
Gasoline 138.1 +0.7 +5.2
Diesel 135.6 -0.2 +11.6
Furnace Oil 127.4 +0.3 +9.0

Source: NRCan

Natural Gas Prices for Vehicles

2014-06-10 | ¢/kilogram ¢é :332?ehr?te :é tg/‘:@i’t
Vancouver 114.6 75.6 78.4
Edmonton 1151 75.9 78.7
Toronto 128.3 84.6 87.8
Source: ¢/kg Kent Marketing Services Limited
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Retail Gasoline Overview

The average Canadian pump price in selected cities for
the four-week average ending June 10, 2014, was
$1.37 per litre, an increase of nearly 1 cent per litre
from the last report on May 30, 2014. This represents a
5 cent-per-litre increase compared to the same period
in 2013.

The four-week average crude oil price increased by
more than 1 cent per litre to 74 cents per litre
compared to two weeks ago.

Retail gasoline prices in most Western centres
increased by 0.3 cents per litre when compared to the
previous report, and ranged from $1.23 per litre to
$1.50 per litre. Prices in Eastern cities declined by
0.6 cents per litre, and ranged from $1.33 per litre to
$1.45 per litre.

At the national level, refining and marketing costs
and margins registered a decrease of 1 cent per litre to
23 cents per litre. This represents a decrease of
8 cents per litre compared to the same time last year.

Figure 3: Regular Gasoline Pump Prices in Selected Cities
Four-Week Average (May 20 to June 10, 2014)
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Source: NRCan * Regulated Markets

Note: Toronto crude oil cost includes pipeline tolls of $4 per barrel for light crude oil from Edmonton to Sarnia, Ontario.

Holiday Weekends and Fuel Price Increases

According to a study by MJ Ervin & Associates released May 22, 2014, week-over-week retail prices are no
more likely to increase during the week immediately before a holiday. In fact, the findings revealed that the
number of price increases during the week of a holiday was essentially the same as that of weeks not related

to holidays.

It is a commonly held perception that retail gasoline prices rise in the days leading up to a holiday weekend,
presumably as a means for fuel marketers or dealers to profit beyond what might be considered a reasonable
mark-up on gasoline, from the additional car travel incurred over such weekends. The analysis is based on
weekly retail price averages for regular gasoline in Vancouver, Calgary, Regina, Winnipeg, Toronto, Ottawa,
Montreal, Quebec City, Halifax, and all of Canada from 2006 to April 2014.

Overall, prices were more likely to generally increase in the spring and early summer, but decrease later in
the summer and into the fall. The increases (and decreases) in prices during weeks in which a holiday takes
place was more likely indicative of a general and sustained trend in price movements as opposed to a
response to the holiday itself. Changes were caused by underlying fluctuations in wholesale prices following
global seasonal patterns in retail gasoline demand.

Source: MJ Ervin & Associates, http://canadianfuels.ca/assets/upload/pdf/en/Industry%20Reports%20and
%20Presentation/Holiday%20Weekend%20Pricing%202014.pdf
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Wholesale Gasoline Prices

For the week of June 5, 2014, wholesale gasoline
prices ranged from a decrease of nearly 3 cents per

litre to an increase of 2 cents per litre.

Wholesale gasoline prices in Eastern markets in both
Canada and the United States, compared to the
previous week, registered increases ranging from less

than 1 cent per litre to decreases of almost

3 cents per litre and ended the period in the range of
84 to 90 cents per litre.

In comparison, Western wholesale gasoline price
changes ranged from a drop of less than 1 cent per
litre to an increase of 2 cents per litre and prices
ended the period in the range of 88 to 94 cents per
litre.

Figure 4: Wholesale Gasoline Prices

Rack Terminal Prices for Selected Canadian and American Cities Ending June 5, 2014
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Sources: NRCan, Bloomberg Oil Buyers Guide
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Gasoline Refining and Marketing Margins

Four-week rolling averages are used for gasoline
refining and marketing margins.

Refining margins fluctuated upward in the last few
months, and have been hovering around 19 cents per
litre in the last five weeks, mainly because of the
traditional rise in demand with the approach of the
summer driving season.

These margins represent the difference between the
cost of the crude oil and the wholesale price at which a

refiner can sell gasoline. As demand for gasoline
rises, inventories are drawn down and wholesale
gasoline prices are driven up as markets try to
rebalance.

Marketing margins represent the difference between
the wholesale and retail prices of gasoline. This
margin pays for the costs associated with operating a
service station. The local retailer generally earns, on
average, 7 cents per litre on gasoline sales and often
relies on ancillary income from convenience stores,
car washes or food outlets to help cover the site’s
operating costs.

Figure 5: Gasoline Refining and Marketing Margins
Four-Week Rolling Average Ending June 10, 2014
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Cru

de Oil Overview

Low Volatility in World Crude Oil Prices

For th
marke
(Uss$9

e week ending June 6, 2014, prices for the three
r crudes averaged between $655/m3 and $747/m3
5 to US$109 per barrel). This is a decrease in the

range of $1 to $4/m3 from the previous week.

The price differential between Brent and WTI stood at
almost $42/m3 (US$6 per barrel). The Canadian Light

Sweet

crude differential to WTI was $50/m3 (US$7 per

barrel) during the same period. The three crude oil
benchmarks have shown low volatility in the last four

High U.S. crude oil inventories remain at the upper
limit of their five-year average range. This, in
addition to a robust gasoline inventory, helps
moderate crude oil prices.

The Organization of Petroleum Exporting Countries
is scheduled to meet in Vienna on June 11, 2014.
Market observers are waiting to see if the cartel
decides to increase production quotas to meet
anticipated higher demand during this year’s
second half.

months.
Figure 6: Crude Oil Price Comparisons
Canada’s Oil and Gas
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Canada is the world's largest fifth oil
producer with an average production of 3.52
million barrels per day (mb/d).

—@— Brent . . . -
Growth in Canadian crude oil production
was led by the oil sands with bitumen
production reaching 2 mb/d in 2013, an
increase of 8% compared to 2012.

Changes in Crude Oil Prices A growing share of Canadian crude oil
. demand is being met by domestic
: Week Ending: Change From: production as Canadian crude oil imports
Crude Oil Types 2014-06-06 -
Previous Week Last Year continue to fall. Between 2012 and 2013,
Canadian crude oil imports fell from an
$Can/ | $US/ | $Can/ | $US/ | $Can/ | $US/
in 2013.
Canadian Light 654.76 | 95.30 | -3.58 | -1.08 | +81.45 | +6.68
WTI 704.82 | 102.58 | -0.68 -0.70 | +94.99 | +8.32
Brent 746.79 | 108.69 | -3.27 | -1.11 | +78.43 | +5.39
Source: NRCan
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