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Oil Prices Strongly Influenced by Excess Capacity

Oil Production Forecast Oil Price Forecast
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A CLOSER LOOK
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Issues and constraints in capacity expansion I decision

making is slow
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National heritage
Timing of investment

High prices T why
expand to reduce
prices?

Politics T Iran, Iraq,
Venezuela, Nigeria,
Kuwait

Capability and
openness

Old fields/reserves

tve

Spare capacity
competition (lran vs
Saudi Arabia)

Concern about
demand destruction
and loss of market

Concern about
value of value of
Investments in US
and Europe

(Kuwait, Qatar, UAE,
Saudi Arabia -
$1,500 billion
invested)
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Balance of main factors affecting spare capacity

and olil price

Iran i sanctions and embargoes, war
Irag i failed state
Libya i militias out of control

Leadership changes in Iran, Saudi Arabia and
Venezuela

Civil strife in Angola, Nigeria, Equatorial Guinea

Fast decline in non-OPEC conventional production

Irag i fAstabilisedo politics and production rising

Libya i fistabilised politicso and production restored

Brazil i sub salt (after 2016)

Angolai sub salt (after 2020)

Kazakhstan i Kashagan production (after 2016)
NGLs 1 rising especially with shale gas
Biofuels i rising as Brazil imports to USA
Shale oil T rising but only in USA to 2020
Canadian tar sands i Keystone XL built in 2013
China and Indiai demand growth eases

OECD 1 oil intensity falls faster than forecast under
price pressure




Oil discoveries, giant and non-giant fields,
United States
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Exploration success, giant and non-giant fields,
total world
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OPEC T Issue is not reserves but maximum sustainable
rate and pace of getting there
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Maximum production capacity
determined by maximum production from
primary and secondary recovery from

iati : : Existing
existing producing fields Belcing
EOR, development of discovered fields fields

and exploration extend plateau
(EXCEPTIONS:- Nigeria, Libya, Algeria)
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