
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Many Biofuel analysts are predicting US ethanol capacity to 
reach 8 billion gallons per year by as early as 2008 which is a 
doubling of capacity since early 2005.  To absorb this large 
volume increase, E10 blending will need to penetrate over 
50% of the US gasoline market.  Since the new ethanol supply 
will greatly exceed regulatory drivers such as RFS, expanding 
the demand for ethanol will likely need to be driven by price 
incentives.  But what might be the marginal market value of 
ethanol blending in gasoline be as ethanol blending volumes 
grow?  How might this impact the Corn Crush Margin for 
ethanol?  Can you afford to risk not having a rigorous 
demand and value analysis for expanding ethanol markets? 
The benefits of having such an analysis can be substantial for 
ethanol producers, financial institutions and investors. 
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 The forecasted 8 billion gallons per year of ethanol capacity by 
2008 represents a doubling of capacity since early 2005.  This 
capacity increase far exceeds the 2 billion gallons per year of 
MTBE removed from US gasoline in 2006.  Combined with the 
growing ethanol imports and expansions of biodiesel capacity, 
the total renewable fuel capacity can greatly exceed the 5.4 
billion gallons per year RFS (Renewable Fuels Standard) 
requirement for 2008 as well as the 2012 RFS requirement of 7.5 
billion gallons per year as established by Congress in the 2005 
Energy Policy Act. 
  
In the past, higher octane demands (created by lead phaseouts), 
Winter Oxy Fuel programs, RFG Clean Gasoline programs 
(Reformulate Gasoline) and other clean fuel regulatory actions 
had expanded earlier demand for ethanol. Without regulatory 
drivers such as the RFS, how will the gasoline market handle this 
additional ethanol supply?  To absorb the expanded ethanol 
supply, E10 blending will need to penetrate into over 50% of the 
US gasoline market.  What might the market price of ethanol 
have to be to create the additional blending demand in gasoline 
for the growing ethanol supply? Which market mechanisms 
might set the incremental ethanol value in this expanding 
market?  What might be the potential Corn Crush Margin for 
ethanol under various crude oil price markets? Other factors in 
play such as State Biofuel mandates, EPA’s proposed revision of 
MSAT regulations, expanding RFS markets, California’s 
revision of their gasoline emissions model can also affect the use 
and value of ethanol.  How might these affect the incremental 
market value for ethanol and demand? This focused ethanol 
demand study takes market barriers and benefits for ethanol 
blending into consideration in developing a national “ market 
value versus demand”  relationship for ethanol relative to 
forecasted gasoline prices. 

 

TEIR Associates stands for  Transpor tation Energy Information Resources which has been providing 
competitive market analyses and insights for  transpor tation fuels and fuel alternatives since 1999.  
TEIR will be working in conjunction with Hart and Informa Economics to provide this valuable 

service for  the investment community and ethanol industry. 
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Analysis Outline 
 
I .  Executive Summary         
I I .      Background on Ethanol Use and Value in Gasolines 
I I I .     Identification of Traditional Ethanol Blending Benefits 

·  RFS Compliance 
·  Octane Enhancement 
·  Air  Toxics Reduction 

IV. Histor ical Ethanol Pr ice Relationships to Gasoline 
V. Gasoline Formulations In United States   
VI . Gasoline Market Constraints Affecting Ethanol Values 

·  Renewable Fuel Standard (RFS) Regulations 
·  MSAT Constraints on Ethanol Blending 
·  California’s Revision to Predictive Model 
·  Potential RFG Opt-Ins 
·  State Biofuel Programs 
·  Others Factors (RVP Waivers, etc) 

VI I . Potential E85 Demands and Values 
·  Projected Pr ice Equilibr ium Relative to Gasoline 
·  Potential E85 Demand Scenar ios 

VI I I . Potential Market Values for  Expanding Ethanol Demand 
·  Crude at $55 Per  Bar rel 
·  Crude at $75 Per  Bar rel 

         IX.    Summary of Study Analysis and Conclusions 
 

Key Analysis Objectives 
 
·  Identify potential market volume limits for fuel ethanol in the 

United States, and their respective price points relative to gasoline 
market price forecasts in the United States 

·  Review developing issues that may benefit or limit ethanol 
blending in gasoline, and thereby change the current market 
demand profile or dynamics for ethanol use in the United States 

·  Ethanol’s value and market demand is highly dependent on the 
federal and state fuel regulations used in the various U.S. markets. 
To quantify the potential market volumes and value limits for 
ethanol use, the US gasoline market will be broken up into four 
general gasoline markets: 

o California RFG (12% of US) 
o Federal RFG (21% of US – excluding CA) 
o State Low RVP Fuel programs (17% of US) 
o Conventional Gasoline (50% of US) 

 
The use of ethanol in each market will vary 

by forecast year, region and season of utilization 



 

Subscription Information 
 

For complete analysis cost and additional information,  
complete the contact request form below and 

 return via fax to +1–972-517-7012 
Attention: Heather Reed-Burns   Director, Preferred Client Services 

 

Name: ____________________________ Title: ______________________________ 

Company Name: _______________________________________________________ 

Address:  _____________________________________________________________ 

City, State, Zip Code, Country: ____________________________________________ 

Telephone: ________________________  E-mail:  ____________________________ 
 
 

Heather Reed-Burns 
Director, Preferred Client Services 

Hart Energy Consulting 
+1-972-517-0085 

HReed@HartEnergy.com  

William J. Piel 
Business Director 
Teir Associates 

+1-610-566-1483 
William.Piel@teira.com  

 
 
 
 
 

 

More and Additional Detailed Analysis Is Available Through 
The Outlook & Impact for Renewables in North American Refining and Gasoline Markets: 2006-2015 

The expanded use of global biofuels is dramatically changing gasoline and diesel markets all over the world, and creating history's 
largest incremental increase in the worldwide demand for agricultural commodities. The ramifications in the coming years are 
enormous for the refining sector, agricultural processing, ethanol production and financial institutions.  
 
New questions abound which will change traditional thinking regarding: 

·  Crude Oil Supply and Price 
·  Refining Margins 
·  New Ethanol Capacity and Imports 
·  Related Ethanol Prices – Market Barriers 
·  Ethanol’s Impact on Corn Markets 
·  Projected Soybean Shift to Corn 
·  Changing Octane Values 
·  Grain and Feed Markets – DDG, WDG, Corn Gluten Feed and Meal 
·  Terminal Storage and Logistics 
·  Renewable Fuel Standard (RFS) Credits and Market Value 
·  Pipeline Transportation of RBOB 
·  New Storage Issues 
·  Assessment of Biodiesel Feedstock Market 
·  Outlook for ETBE: Understanding US/European Transatlantic Markets 
·  Policy Issues Such as Tax Credit Extension and Prospects for RFS Expansion 
·  And many more...  

To address all facets of this multitude of questions, Hart has teamed up with world renowned Informa Economics, experts in 
global economics, of Memphis in publishing The Outlook & Impact for Renewables in North American Refining and Gasoline 
Markets: 2006-2015. Together we will provide your organization with this unique outlook with our combined expertise. 

Frederick L. Potter 
Hart Energy Consulting 

703-891-4801 
FPotter@hartenergy.com 

Scott Richman 
Informa Economics 

901-766-4594 
Scott.Richman@informaecon.com  

 


