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A combined sigh of relief was breathed by the petroleum community this week
after the United Steelworkers Union announced that it had reached a tentative
agreement with a unit of Royal Dutch Shell (RDS.A). This averts a possible strike
at facilities that handle the bulk of the U.S."s crude oil refining capacity. But as
Gilda Radner often said: "Just goes to show ya -- it's always somethin'!"

Crude oil prices should not go below $40 a barrel for the time being without the
threat of an oil workers strike looming over the horizon. Normal flow of crude oil
from the oil wells into the refineries will restore stability for the price of crude oil
for the time being. Refiners will, however, be looking to make up for lost ground
and profits from their disastrous 4th quarter 2008.

Kinder-Morgan Inc. (KMI) came out with a report at about the same time that the
price of West Texas Intermediate (WTI) crude oil will fall to a low of $25 a barrel
in the second quarter. The KMI analyst team headed by Hussein Allidina stated
that continued bad economic data and anticipated lower driving by motorists will
keep crude oil prices depressed. Allidina's forecast will already be giving some
false hopes to the independent refiners that they will be back in the black.

At least two of them declared bankruptcy in the last six weeks and more are
teetering on the brink. The Big West refinery in Bakersfield was shut down
recently when their local crude oil supply was cut off by one of the major oil
companies controlling the pipeline into the refinery. Flying J is a privately-held
company, and the owner of the refinery, declared bankruptcy just before
Christmas last year. They had been losing money to the tune of about $1 million
dollars per day running that refinery.

This year the price of crude oil will be driven up or down by the price of gasoline
at the pump. Actually gas prices have been heading up already while the crude
oil prices have been meandering around the $40 a barrel mark. The good news
is that the petroleum trading market is back to normal.

The theory of the Invisible Hand of competition*(see definition below) is back to
the future on matching product supply with demand. The petroleum industry
should be able to refine crude oil and produce gasoline and diesel at an
affordable level for both the consumers and themselves.

On the retail level a disturbing profit warning was issued by Costco (COST) this
week. They related that that their gasoline profit margins averaged only one tenth






