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 National Overview 
 

Canadian Retail Gasoline Prices Vary 
Significantly Across the Country this Week 

Figure 1: Crude Oil and Regular Gasoline 
Price Comparison (National Average) 

 
Figure 2: Weekly Regular Gasoline Prices 

In the face of conflicting pressures from crude oil 
markets and wholesale gasoline markets, local 
market conditions appear to have won out as the 
overriding influence on retail prices this week in 
Canada.  Crude oil prices have continued to rise since 
our last report, pushing close to $80 U.S. per barrel, 
while wholesale prices began to recede across most of 
North America on the news that two major U.S. 
refineries came back on stream last week.   
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The average Canadian retail gasoline price is virtually 
unchanged from two weeks ago, at 106 cents per litre 
for the week ending July 17th. This represents a 
decline of 4.1 cents per litre from the same period last 
year.  However, this relative stability at the national 
level masks the range of volatility experienced across 
the country.  While many markets in Ontario 
dropped below a dollar a litre, the regulated markets 
in eastern Canada were stable or increased by a cent 
or two.  Meanwhile, the continuing tight supply 
situation in land-locked western centres led to 
increases of as much as 6-8 cents per litre. 

The price of diesel fuel  is unchanged from last week 
and is more than 4 cents per litre lower than at this 
time last year.  

Recent Developments 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• Gasoline sales in May rose 6.4% from May 2006 
while diesel jumped 6.1%.  Sales rose in two of the 
three grades of motor gasoline.  The largest 
increase was in premium grades, where sales rose 
8.8% from May 2006, followed by regular 
unleaded (+6.7%). Mid-grade sales declined 14.6%. 
In the first 5 months of 2007, Canadians 
consumed 16.7 billion litres of gasoline, an 
increase of 3.2% over the same period last year.  
Diesel sales were 11 billion litres, up 6.2%, while 
light fuel oil sales increased to 2.5 billion litres, a 
jump of more than 13%.   (Source: Statistics 
Canada, The Daily) 

 

• On July 5, 2007, Prime Minister Harper  
announced a substantial investment to boost 
Canada’s production of biofuels.  Under 
ecoENERGY for Biofuels, the government will 
provide up to $1.5 billion, over nine years, in the 
form of incentives to producers of renewable 
alternatives to gasoline and diesel fuel. More 
information is available on the ecoAction 
website: ecoaction.gc.ca 
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Week of: Change from: 
 

¢/L 
 
2007-07-17 

Previous  
Week 

Last 
Year 

Gasoline 106.5 -2.9 -4.1 
Diesel 97.8 -0.1 -4.1 
Furnace Oil 84.5 0.0 -0.3 

Source: NRCan 
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  Retail Gasoline Overview 
 

The four-week average Canadian price for the period 
ending July 17th was 107 cents per litre, an increase of   
1 cent per litre from the last report on July 3rd. This 
represents a decrease of about 2 cent per litre from the 
same period in 2006.  
 
The four-week average crude oil price increased by    
2.5 cents per litre compared to two weeks ago.  In spite 
of the 7th consecutive week of oil price increases, crude 
oil prices are 4 cents per litre lower than at the same 
time last year.  
 
Higher crude costs were partially offset by declines in 
refining and marketing  costs  and margins  as  some  of 
 

the upward pressure on wholesale prices eased in 
recent weeks.  Two large U.S. refineries began 
production again last week after extended shutdowns 
for repairs and U.S. gasoline inventories continue to 
creep up toward the five-year average.  These signals 
that gasoline supply may be adequate to see drivers 
through the rest of the peak summer months have led 
to lower wholesale prices across North America. 

However, local pressures in the Canadian prairie 
markets continue to keep prices up as refineries 
operate at full capacity with few options for alternate 
sources of supply. 

Retail Gasoline Prices Are Influenced by Inventory Replacement Costs 
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Figure 3: Regular Gasoline Pump Prices in Selected Cities 
4-Week Average (June 26 to July 17, 2007) 

 
When consumers observe retail prices changing at a retail outlet even though the station has not received a 
new shipment of gasoline, the store may be responding to a notice from its supplier about the cost of the next 
shipment.  However, even these pricing decisions to respond to anticipated wholesale price changes are 
strongly influenced by local market conditions. Often, a retailer is unable to adjust prices to match the change 
in wholesale costs. 
 
Source: Excerpts from the National Association of Convenience Stores 2007 Gas Price Kit 

 
Gasoline retailers will seek to establish a retail price based on the cost of replacing the gasoline held in the 
storage tanks, not the cost of that product itself. Using replacement costs in retail pricing is especially 
important when wholesale price fluctuate frequently.  A retailer must generate enough cash from current 
retail sales to purchase the next delivery of gasoline.  Otherwise, the retailer would be constantly relying on 
debt to finance wholesale gasoline purchases. When wholesale prices are in the 70 cents per litre range, a 
delivery of 27,000 litres can cost a retailer $20,000.   
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Wholesale gasoline prices increased in all markets 
surveyed over the last two weeks, reflecting the 
continuing upward pressure of crude oil prices and 
tight gasoline supplies.  Rack prices rose by as much as 
9 cents per litre is some markets. 
 
Markets in the east and on the west coast, where 
imports provide alternate sources of product when 
supplies are tight, experienced increases of one to two 
cents per litre, in both Canada and the United States, 
since our last report.  Across the Canadian prairie 
market imports are not an option and higher demand 
manifests itself in higher prices more quickly.   
 
Wholesale prices in Edmonton spiked 9 cents per litre 
earlier last week before dropping back about 3 cents 
per litre by the end of week. 
 

In the U.S. mid-west the product distribution system is 
able to transport imported product by pipeline from the 
Gulf coast, thereby easing some of the upward pressure 
on rack prices. 
 
Comparing trends in Canadian and American wholesale 
prices has been difficult this year because of the impact 
on the strengthening Canadian dollar on exchange 
rates.  For example, the U.S. prices would be 5-6 cents 
litre higher in Canadian dollars if converted at last 
year’s exchange rate.    If that were the case, several of 
the U.S. prices would be significantly higher than the 
corresponding Canadian market.  The strengthening of 
the Canadian dollar has served to dampen the impacts 
of rising crude cost (usually priced in US dollars) on 
both wholesale and retail prices in Canadian dollars. 

 Wholesale Gasoline Prices 

Figure 4: Wholesale Gasoline Prices 
Rack Terminals Prices for Selected Canadian and American Cities on Thursday, July 12, 2007 
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  Sources: NRCan, Bloomberg Oil Buyers Guide 

Are You A ‘Smart’ Driver? 
 
Your driving habits – when and where you drive, 
how often, the speed you travel, your 
aggressiveness on the road and other factors – 
have a lot to do with your vehicle’s fuel 
consumption and costs.  Want to be a more fuel-
efficient driver? Whether it’s for personal or 
business use, NRCan’s Office of Energy 
Efficiency can help you.  Check out their tips, 
video series and SmartDriver Training and drive 
the Auto$mart way!  
http://oee.nrcan.gc.ca/english/index.cfm?attr=1
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  Refining and Marketing Margins 
 

Four-week rolling averages are used for the refining 
and marketing margins for gasoline shown in Figure 5 
for the period ending July 17th. After rising in the first 
five months of the year to a high of 29 cents per litre, 
refining margins continue their seasonal decline, 
dropping on average 2.5 cents per litre since the last 
report. 

It is important to remember that the refining margins 
shown here are derived numbers based on the 
difference between the estimated crude oil price and 
the wholesale price of gasoline at a point in time.  While 
the analysis presented here is useful to track the trends 
in gasoline  margins and  to estimate  how  much  of the  

price at the pump is going to the refiner, it does not 
represent overall refining margins.  
 
Gasoline is only one of many products produced from a 
barrel of crude oil and generally accounts for about 30-
35% of a refinery’s output.  As one of the higher-valued 
products, gasoline generates a disproportionate share 
of the revenues.  Gasoline margins are offset by much 
lower margins on other products such as heavy fuel oil 
and asphalt, products that can often sell for less than 
the cost of the crude oil used to make them.   

 
 
 
 
 
 
 
 

 
The margin must also cover all operating costs.  Over 
the last 10 years, refiners have earned an after-tax 
profit of about 1.5 cent per litre on total product sales. 

 
 
 

 
Figure 5:  Refining and Marketing Margins  

Four-Week Rolling Average Ending July 17, 2007 
------- Refining Margin    _______ Marketing Margin 
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National Average
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Crude oil prices ended the week of July 13th in the $481 
to $514/m3 range ($US 73 to $US 78/bbl).  All prices 
increased over the last week.  All crude benchmarks are 
down from the same period last year, when measures in 
Canadian currency.  However, Brent is actually trading 
higher than last year in $US/bbl.  
 
Recently, the Secretary General of the Organization of 
Petroleum Exporting Countries stated that “Current 
high oil prices are not in any way related to crude 
supplies”.  Instead he believes that speculation, 
inadequate refining capacity, ongoing glitches in U.S. 
refinery operations and geopolitical tensions have led 
to the increase in prices.   

 Crude Oil Overview 
  Crude Oil Prices Continue to Rise 

While this is partially true, most analysts believe that 
any increase in crude oil production would help to 
soften prices.   
 
On July 10th, a pipeline explosion near the town of 
Coroneo in central Mexico forced an evacuation of 
several homes.  This, along with a number of other 
isolated incidents, has sparked concern among traders 
as Mexico is the second largest supplier of crude oil to 
the United States behind Canada. 
 
The possibility of an active U.S. hurricane season, 
geopolitical concerns in oil-producing countries and 
increasing world demand for crude oil all continue to 
put upward pressure on prices.   
 
 

 Figure 6:  Crude Oil Price Comparisons 

CAPP’s Crude Oil Production 
 and Supply Outlook 

 
The Canadian Association of Petroleum 
producers (CAPP) has released its annual 
long-term forecast of Canadian crude oil 
production and supply.  This year CAPP 
also looks at the potential demand in 
various markets, and the proposed 
pipelines to these markets.  
 
 CAPP has prepared two production and 
supply cases – the Pipeline Planning 
Case and the Moderate Growth Case.    
In both cases oil sands growth is 
significant.  In the Moderate Growth 
Case, Canadian crude oil supply is 
projected to increase from 2.65 million 
b/d in 2006 to over 4.7 million b/d in 
2020, while in the Pipeline Planning 
Case, supply rises to over 5.3 million b/d.   
 
CAPP’s refinery survey indicates that 
demand for western Canadian crude oil 
by Canadian refineries is expected to rise 
from 765,000 b/d in 2006 to almost    
1.1 million b/d in 2015, a 44 percent 
increase while United States total 
refinery demand for western Canadian 
crude oil is projected to increase from 
about 1.6 million b/d to almost    
3.1 million b/d, a 100 percent growth.  
 
Source:   CAPP’s  Crude Oil Forecast, Markets 
and Pipeline Expansions, June 2007.  
http://www.capp.ca/raw.asp?x=1&e=PDF&dt
=NTV&dn=123361  
 

Changes in Crude Oil Prices 
 

Change from: Crude Oil 
 Prices 

Week ending: 
2007-07-13 Previous Week Last Year 

 $Can/ 
m3 

$US/ 
bbl 

$Can/ 
m3 

$US/ 
bbl 

$Can/ 
m3 

$US/ 
bbl 

Edmonton Par 497.85 75.38 +3.90 +1.07 -50.77 -1.77 
WTI 480.83 72.80 +4.20 +1.10 -54.64 -2.50 

Brent 513.57 77.76 +13.71 +2.56 -13.52 +3.64 
 

 Source: NRCan 
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