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Ethanol Prices Slip as Output Rises Ahead of Energy Bill Debate
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The latest U.S. De-
partment of Energy
monthly oxygenate out-
put report for July, re-
leased October 2, re-
ported U.S. ethanol out-
put increased to a new
record 548 million gal-
lons, up 21 million from
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New U.S. Ethanol Plant Announcements

the previous month. The

daily rate of production,

up 3,000 barrels to

421,000 BPD, was also
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a new record pace for
output. However, U.S.
ethanol plant capacity
utilization dropped an-
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other 1.7% to 101.8%
during July, a similar
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U.S. Ethanol Plant Capacity

drop to June, as ethanol
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prices began an early

| seasonal decline. New
capacity totaling 152 mil-
lion gallons was added
to the Renewable Fuel
Association’s (RFA) op-
erating plant list during
that month. U.S. ethanol
stocks also rose
629,000 barrels to 9.7

remained below last October’s record 9.81

million by July 31, but
million barrel level.

Last month, two new bio-refineries came online bringing the industry’s overall plant capacity to 6.87 billion gal-
lons, up 100 million from the previous month. After August’s big jump in new plant startups (850 million gallons),
just three plants totaling 276 gallons broke ground during September. And, a major producer, VeraSun, an-
nounced it was suspending construction on its Reynolds, IN plant until sometime in 2008.

Our previous concerns about plant construction slowdowns and the recent drop in ethanol to $1.50/gal (break-
even or worse processing margins) prompted the USDA to shave its ethanol corn demands last month by 25 mil-
lion bu. and 100 million bushels for the last and current crop years, respectively. With gasoline distributors outside
the Midwest voicing operational & cost issues for not expanding ethanol, along with some logistical problems in
transporting large supplies of this product by rail, the so called “blending wall” situation has already arrived and
depressed prices to their lowest level since the spring of 2005 when Congress established the current renewable
fuel standards (RFS).

Under these circumstances, the progress and content of this year's Energy Bill (Senate version boosts RFS to
8-8.5 hillion gallons for 2008) probably will be more important to American producers’ bottom lines than the pas-
sage of the Farm Bill. Hold corn sales for post-harvest strength.

Disclaimer - The information contained in this report reflects the opinion of NARMSinc and should not be interpreted in any way to represent the thoughts of RJ O’Brien, any of its affiliates,
nor any of its employees. Futures and commodities trading involve significant risk and may not be suitable for every investor. Information contained herein is strictly the opinion of its author
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