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Oil issues and Supply
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Supply entails the amount of goods available for the consumers.  One of the most common issues that impact the supply of oil is the price change. Prices affect the supply of oil, whereby if the cost is too low, the supply for the current demand is too much. However, when the prices rise, it signals that more supply is required. Also, most of the crude oil reserves in the U.S are located in areas that have had geopolitical issues. This has caused disruptions in its extraction hence affecting the oil supply to other regions. Several oil price shocks are due to political events in the areas. In addition, the severe weather experienced in the areas also impacts the supply of oil. The weather creates uncertainties of the future production of oil in the U.S. for instance, the hurricanes experienced in Mexico affect the oil refinery operations in the region (Krane, 2018). Other factors such as pipeline problems disrupt the flow of oil to the market, restricting its supply. 
Crude oil is traded for future markets whereby future contracts are made to the oil producers. The buyers purchase and lock the oil to be sold in the future. Locking helps to avoid price fluctuations, but at the same time, it reduces the oil supply to many regions. When the oil inventories and spare capacities are low, there is a significant supply disruption which may also affect the oil prices. Also, seasonal changes affect the supply of oil in the U.S. there is a substantial supply of oil during summer as it is when people tend to travel more than in other seasons. In winter, there is less gasoline supply since the cars use a blend that permits them to start during the cold weather. (Ewing, et.al, 2018).
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