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OutlineOutline
 The Global Fundamentals Context
 Attention shifted to the demand side
 Strong regional drift to the East
 Call slowly builds on Opec/Saudi supply

 New Market Realities
 Financial factors are here to stay
 Volatility: fundamental and financial faces 

 Conclusions: What Does Market Stabil-
ization Mean? Report From Workshop
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Near Term Oil Market:Near Term Oil Market:
Oil Demand RecoveryOil Demand Recovery
Supply ManagementSupply Management

and Financial Factorsand Financial Factors

IEEJ: March 2010



Short Term Global Balances    Short Term Global Balances    
 Too little demandToo little demand

 especially in the OECD

 Too much supplyToo much supply
 Opec crude and NGLs, temporary non-Opec recovery

 Too much onland inventoryToo much onland inventory
 Too many barrels of floating storageToo many barrels of floating storage

 mostly product, but declining

 Too many dollars chasing paper oilToo many dollars chasing paper oil
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Opec Chases Demand Down, Then Up Opec Chases Demand Down, Then Up 

Source: EIG, Oil Market Intelligence, February 2010.
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Current Supply DemandCurrent Supply Demand
 It’s all about demand, demand mostly about the 

economy, but

 Obama energy policy takes on (takes out?) oil

 Opec keeps leaking in oil as long as prices hold

 Compliance: Opec’s dirty, not so little not so secret

 Volatility continues in Nigeria, is Iraq now stable?

 Non-Opec supply geology/politics sets direction

 Contango breeds floating storage -- until it doesn’t
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Oil Demand Roller CoasterOil Demand Roller Coaster

Source: EIG, Oil Market Intelligence,  February 2010.
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Opec/NonOpec/Non--Opec Counter PatternsOpec Counter Patterns

Source: EIG, Oil Market Intelligence,  February 2010.
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2010 Balancing Problems2010 Balancing Problems

Source: EIG, Oil Market Intelligence, February 2010. 
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NearNear--Term Balances Still SloppyTerm Balances Still Sloppy

Source: Source: Oil Market IntelligenceOil Market Intelligence, February 2010., February 2010.
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20082008--10 Oil Futures Prices10 Oil Futures Prices

Source: Source: Energy Intelligence ResearchEnergy Intelligence Research estimates, February 2010.estimates, February 2010.
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NearNear--Term Oil Price OutlookTerm Oil Price Outlook

Source: Energy Intelligence Research estimates, September 2009.
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Oil Market Center of GravityOil Market Center of Gravity
Shifts EastShifts East
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Atlantic Basin was traditional center for 
supply, demand, and companies.
Conventional North Sea, North America 

crude supply is petering out.
OECD product demand is flattening.
 International Oil Companies are losing 

share to NOCs, but won’t disappear.
East of Suez demand, supply, trade all  

on the way up.

Shifting GeographyShifting Geography
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Major Crude Oil MarketsMajor Crude Oil Markets
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NonNon--Opec Supply TransitionOpec Supply Transition
 Declining areas beginning to dominate
 North Sea, NorAm conventional, Asia vs.

So. America and FSU 
 Financial crunch retarded investment
 Now beginning to improve
 NorAm gas became a financial drag

 Government policy is an increasing threat
 Restricted access, environmental constraints

 Nonconventional becoming conventional
 Oil sands replace WCSB
 Deepwater GOM replacing L48, ANS
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NonNon--Opec Supply Plateau Opec Supply Plateau 
IEEJ: March 2010



What Drives LongWhat Drives Long--Term Prices?Term Prices?

Source: Energy Intelligence Research estimates, February 2010.

The Oil Market Bottom Line
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$200 Oil? Not For Awhile$200 Oil? Not For Awhile

Source: Energy Intelligence Research estimates, February 2010.

Long-Term Nominal Price Outlook 
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My Main Take Away My Main Take Away 
from thefrom the
IEAIEA--IEEJ IEEJ 

Tokyo WorkshopTokyo Workshop
on on 

Oil Price VolatilityOil Price Volatility

IEEJ: March 2010



Oil Price Volatility    Oil Price Volatility    
 Causes?Causes?

 Physical market anomalies
 Financial market “failures”

 Impacts?Impacts?
 On the global economy
 On consumers and producers
 On corporate and government policies

 Remedies?Remedies?
 Is greater stability attainable?
 Is $75 a fair and reasonable price, for how long?
 What policies are needed/feasible/plausible?
 What is the appropriate role of regulators and policy makers?
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Thank You Very MuchThank You Very Much
For  Your For  Your 

Kind AttentionKind Attention
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SUPPLEMENTAL DETAILSUPPLEMENTAL DETAIL
ON 2010ON 2010

NONNON--OPEC OIL SUPPLYOPEC OIL SUPPLY
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2010 Oil Supply By Region2010 Oil Supply By Region
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2010 FSU Oil Supply2010 FSU Oil Supply
IEEJ: March 2010



2010 So. & C. America Oil Supply2010 So. & C. America Oil Supply
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2010 Non2010 Non--Opec Africa Oil SupplyOpec Africa Oil Supply
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2010 Non2010 Non--Opec Asia Oil SupplyOpec Asia Oil Supply
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2010 North Sea Oil Supply2010 North Sea Oil Supply
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2010 North American Supply2010 North American Supply
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2010 Non2010 Non--Opec Mideast SupplyOpec Mideast Supply
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2010 Other Europe Oil Supply2010 Other Europe Oil Supply
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