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Ethanol, Gasoline and Ethanol Prices
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But oil price began another steady rise through the
first half of 2014. This time the Saudis began to cut
their production a bit, but United States production
continued to in-
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continue to increase at the same pace, and what the
Saudis would do in either case.

By October, the answers became more evident to the
trade, leading to the price collapse. In response, not
only did the Saudis maintain output rather than re-
duce it to support the price, from early 2015 onward
they began to increase output. While this helped them
to maintain their revenues, the trade has characterized
it as an ongoing effort to lower the price in order to
drive new United States producers out of the market.

Along with the increase in United States and Canadi-
an production, and the prospect of increasing exports
from Iran, the world is awash with oil. World econo-
mies remain sluggish, with diminished demand for oil
and no prospects for any quick turnaround. It seems
that only increased turmoil or outright war in the
Middle East would bring the price up significantly in
the coming months.

What does low oil price mean for gasoline prices? Pri-
or to this year, whenever the oil price has been below
$50/barrel, average monthly United States gasoline
price has been below $2/gallon. We should expect to
see $2 gasoline at the pump soon (see Scott Irwin and
Econbrowser).

for capital. Last week, they were being offered $1.35
-1.45.

The continuing slide of gasoline price from the cur-
rent $2.35 or so toward the $2.00 point will put fur-
ther downward pressure on the ethanol prices. To
make things worse for the plants, weaker crop pro-
spects have recently sent corn prices on an upward
path. Therefore, ethanol plant operating margins
appear almost certain to go negative for many of
Nebraska’s plants over the next few months, lead-

ing perhaps to some shutdowns or production cut-
backs.
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