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A view of Argus
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• One of the world’s leading PRAs, Argus has more than 
1000 staff members and offices in the world’s principal 
commodity trading and production centers

• Publishing more than 25,000 price assessments, plus 
market intelligence for world commodities markets

• Coverage includes:
◦ Energy, including oil, refined products, natural 

gas, power, coal, biomass, emissions and more

◦ Fertilizers

◦ Petrochemicals

◦ Metals

• Services
◦ Price reporting and indexation

◦ Consulting

◦ Conferences

◦ Data science

• Markets that index to Argus:
◦ US crude oil

◦ European gasoline and biofuels

◦ International LPG

◦ International coal

◦ US and European environmental markets
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• April 20 and the response of market participants to 
negative pricing in physical markets

• US physical pricing bases and impact of negative M1 
futures

• Alternative physical price mechanisms discussed post 
April 20

Agenda
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The price crash of April 20, 2020
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Differentials strengthen

How did physical benchmarks adapt?

Outright prices plunge
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Responses to April 20, 2020
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It was a bad day on 
the markets but 
unlikely to ever 

happen again, let’s 
move on



Responses to April 20, 2020
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How can my crude 
oil be worth less 
than zero? I want 
to stop this from 
ever happening 

again!



• Nymex M1 + agreed differential

◦ Hedge by buying/selling physical barrels of WTI/DSW at 
Cushing

◦ Or use Nymex futures and Argus swaps

How is spot crude oil priced in the domestic market?
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Argus swaps enable accurate hedging



• Nymex M1 + agreed differential

• Nymex M1 + secondary benchmark (e.g. Argus WTI 
Houston/WTI Midland/Mars) + agreed differential

◦ Hedged using Nymex futures or “barrels back” plus Argus 
swap

How is spot crude oil priced in the domestic market?
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“Secondary benchmarks” for US physical crude

WTI Midland

WTI Houston

Mars

LLS Mars –

“Medium-sour    

benchmark”

30 API | 1.8% S

Basis: Clovelly, LA

Delivery: Louisiana 

refineries, exports, 

imports of medium 

sour (ASCI)

WTI Houston – “Light-sweet benchmark”

43 API | <0.2% S

Basis: Magellan East Houston (MEH)

Delivery: Houston refineries, Louisiana

(via pipe), exports

WTI diff to CMA – “Upstream 

benchmark”

40 API | 0.4% S

Basis: Cushing, OK

Delivery: All markets

WTI Midland —

“Upstream benchmark”

43 API | <0.2% S

Basis: Midland area terminals

Delivery: Houston, TX; 

Corpus Christi, TX; Cushing, OK

Cash WTI (DSW) at Cushing



US crude markets are large, liquid and transparent
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• Nymex M1 + agreed differential

• Nymex M1 + secondary benchmark (e.g. Argus WTI 
Houston/WTI Midland/Mars) + agreed differential

• Nymex Calendar Month Average (CMA) + agreed 
differential

◦ Hedge with Nymex

◦ CMA is further along forward curve, stayed in firmly positive 
territory on April 20

How is spot crude oil priced in the domestic market?
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Nymex CMA is the basket of M2, M3 futures settlements 
prices that will set the cash physical price in July

• Physical crude delivered 
rateably at Cushing all 
month

• In July, roughly 2/3 of days 
price on August futures, 
last 1/3 prices on 
September

• Nymex publishes a 
prospective July CMA 
reflecting that ratio
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• Nymex M1 + agreed differential

• Nymex M1 + secondary benchmark (e.g. Argus WTI 
Houston/WTI Midland/Mars) + agreed differential

• Nymex Calendar Month Average (CMA) + agreed 
differential

• Nymex CMA + either Argus WTI diff to CMA or “Nymex
roll” + agreed differential

◦ Hedge with Nymex, Argus swap

How is spot crude oil priced in the domestic market?
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• Argus diff to CMA 
accounts for the 
contango or 
backwardation in the 
market structure. 

• The market trades 
multiple times a day the 
difference between:
◦ the CMA futures (Aug & 

Sep) that will be the 
basis for July and 

◦ the actual physical price 
for crude to be 
delivered in July.

WTI diff to CMA converts futures to physical price
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Trades for the WTI Cushing “diff to CMA” on 13 April



Convergence: Cash WTI/DSW realigns with M1 futures
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• Circuit breakers

• Use of Nymex CMA + Argus diff to CMA

• Use of a standalone USGC marker like Argus AGS

Physical market pricing solutions discussed post-April 20
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Euan Craik
Global Head of Oil

Euan.craik@argusmedia.com

www.argusmedia.com
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Thank You!


