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Oil market highlights

Crude Oil Price Movements

The OPEC Reference Basket fell $1.23 in March to average $104.15/b. Global crude oil
markets were impacted by the slowing pace of economic growth in China, lower refinery
demand, and ample supply, which outweighed supply disruptions and geopolitical
tensions. The Nymex WTI front-month slipped by a marginal 17¢ to average $100.51/b,
while ICE Brent dropped $1.09 to average $107.75/b. This caused the Brent-WTI spread to
narrow further, averaging $7.25/b in March.

World Economy

World economic growth for 2014 has been revised down to 3.4%, while the 2013 growth
estimate remains at 2.9%. The OECD is forecast to grow by 2.0% in 2014, compared to
1.3% in the previous year. China’'s growth for 2014 has been revised down to 7.5%,
following growth of 7.7% in 2013. India’s 2014 forecast remains at 5.6% and the estimate
for 2013 at 4.7%.

World Oil Demand

World oil demand is forecast to grow by 1.14 mb/d in 2014, broadly unchanged from the
previous report, to average 91.2 mb/d. In 2013, world oil demand grew by 1.05 mb/d to
average 90.01 mb/d, also in line with the prior assessment. The bulk of growth came from
non-OECD, as most of the OECD is still showing a contraction.

World Oil Supply

Non-OPEC oil supply growth in 2014 was revised up to stand at 1.37 mb/d. The estimate
for 2013 growth was also increased slightly to 1.34 mb/d. Growth this year is seen coming
mainly from the US, Canada, and Brazil, while Norway, UK and Mexico are expected to
decline. OPEC NGL production is forecast to average 5.95 mb/d in 2014. In March, OPEC
crude oil production as estimated by secondary sources averaged 29.61 mb/d, down by
0.63 mb/d from a month ago.

Product Markets and Refining Operations

Product markets in the Atlantic Basin have begun to weaken since mid-March on
diminished support from heating fuel demand in the US. Product markets in Europe have
also weakened due to a decline in export opportunities. In Asia, the negative performance
at the middle and bottom of the barrel outweighed the continued recovery in light distillates.

Tanker Market

Dirty tanker spot freight rates declined in March, mainly on the back of lower tonnage
demand and refinery maintenance in the east. Tonnage availability on many key routes
continued to pressure tanker spot freight rates, which declined 5%. Clean tanker spot
freight rates improved, with east and west of Suez rates up by 7% and 10% respectively.

Stock Movements

OECD commercial oil stocks continued to fall in February, driven by a decline in products,
as crude stocks experienced a build. Compared to the five-year average, crude and
product stocks showed a deficit of 35 mb and 96 mb, respectively. In terms of days of
forward cover, OECD commercial stocks rose by 0.2 days in February to stand at
56.5 days. In March, US total commercial oil stocks rose, but remained 36.0 mb below the
five-year average, with crude around 11.1 mb above the seasonal norm.

Balance of Supply and Demand

Demand for OPEC crude in 2014 saw a downward revision of 0.1 mb/d to average
29.6 mb/d, representing a decline of 0.4 mb/d compared to last year. Demand for
OPEC crude in 2013 remains unchanged from the last MOMR at 30.0 mb/d, which is
0.5 mb/d lower than the previous year.
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Summer oil market outlook

In the summer, the oil market is generally driven by product market developments, particularly gasoline
and to some extent diesel demand. Before turning to the outlook for the product markets, it is important
to first review developments seen in recent months.

Product markets in 4Q13 showed a mixed picture across the globe, with US heating fuel demand
strengthening, supported by the severe winter. However, this was partially outweighed by reduced
demand for motor fuels, as the extended cold snap disrupted driving habits, which limited some of the
gains in refinery margins. The extreme cold weather also attracted higher imports of gasoil to the
US East Coast, thus capping a further rise in prices. With the end of winter, demand for heating fuels in
the US has declined, encouraging a restart in exports in March with several cargoes scheduled to leave
the US Gulf Coast, mainly to Latin America, West Africa and Europe.

In contrast, European margins continued to be impacted by reduced domestic demand. This was
despite the open gasoil arbitrage to the US East Coast, which lasted until mid-March. Meanwhile, Asian
refinery margins have maintained a slight recovering trend on the back of stronger demand, mainly from
the petrochemical industry.

Graph 1: OECD selected product demand, Graph 2 : Chinese selected product demand,
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Looking ahead, global product markets are expected to receive support from gasoline demand, not only
from the on-going recovery in consumption in the OECD region (Graph 1), but also increasing demand
growth in Asia. Factors driving the improvement in the OECD have been the better-than-expected
growth in the US economy, increasing US car sales, and the European economies’ return to growth. In
Asia, rising gasoline demand has been driven by demand growth in China, where refineries — which
have traditionally been geared to high diesel production — have been switching yields towards gasoline
to meet the continued increase in demand (Graph 2).

At the same time, the diesel market should see support from the on-going recovery in demand for that
product in the OECD. This would offset the reduction in growth coming from Asia, where the slowing
pace of the Chinese economy has damped demand growth for diesel. On the supply side, diesel
production is projected to increase this year, with 700 tb/d of additional refining capacity coming on line
in the Middle East and China. Meanwhile, in the Atlantic Basin, the addition of several hydrocrackers will
increase the availability of diesel in the region. Amid this improving balance in the diesel market,
gasoline is expected to assume its traditional role as the main driver of the market during the summer
season, supported by the on-going increase in demand.

Moreover, with the end of the winter season, oil markets have now entered into a period of lower
demand, which provides the opportunity to re-build tight product inventories in the OECD. Seasonal
refinery maintenance this spring will also allow OECD crude stocks to replenish. These developments,
along with the continued build in inventories in non-OECD Asia, will represent a supply buffer for the
market ahead of the summer driving season.
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Crude Oil Price Movements

The OPEC Reference Basket dipped below $105/b in March to average $104.15/b
as the global crude market slowed over the month, impacted by concerns over
China’s economic growth, lower refinery demand and ample availability,
outweighing ongoing supply outages and geopolitical tension. ICE Brent
declined by 1% m-o-m amid extremely weak market fundamentals, despite
drawing support from Libyan supply outages and the situation in Ukraine. Nymex
WTI also fell, though moderately, remaining above the $100/b mark, steadied by a
continued drawdown in oil stocks at Cushing, Oklahoma. Nymex WTI front-
month slipped by a marginal 17¢, to average $100.51/b, while ICE Brent front-
month dipped by $1.09 to an average of $107.75/b. The stronger gains for WTI
relative to Brent continued to narrow the transatlantic spread, with the Brent—-WT]
spread averaging at a six-month low.

OPEC Reference Basket

The OPEC Reference Basket (ORB) slipped below the $105/b level in March to
around $104/b, as the global crude market lost momentum over the month, impacted
by concerns over a slowdown in China’s economic growth, lower demand and ample
supply availability, despite ongoing production outages in Libya and geopolitical tension
in Ukraine. Crude prices fell in most regions, as northern hemisphere temperatures
rose and refineries entered maintenance, while the situation between Russia and the
Ukraine did not lead to any immediate energy supply losses. The Brent market reached
its lowest outright prices in almost five months, as poor refining margins weighed on
light sweet crude in Europe. Medium sour grades were also plentiful, as maintenance
at Russian refineries frees up more crude for export.

Graph 1.1: Crude oil price movement, 2013-14
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In Asia-Pacific demand was thin, weighing on Middle East crude values and causing
many to lower their official selling price formulae. In the US Gulf Coast (USGC), the
sale of sour crude from the US Strategic Petroleum Reserve (SPR) weighed
temporarily on sour grades, while the inland sour crude differential to WTI at Cushing
widened significantly in the face of limited storage in Midland for rising crude output.
Meanwhile, Libya's exports have been well below the country’s capacity of around
1.25 mb/d since July 2013.
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On a monthly basis, the ORB dropped to an average of $104.15/b in March, down
$1.23, or 1.17%, from the previous month. On a year-to-date basis, the ORB was also
lower compared with the same period a year ago. The ORB year-to-date value stood at
$104.73/b compared with an average of $109.48/b the previous year at the same
period. On a quarterly basis, the ORB was $1.69 or 1.6% lower than in the previous
quarter.

Table 1.1: OPEC Reference Basket and selected crudes, US$/b

Change Year-to-date
Feb 14 Mar 14 Mar/Feb 2013 2014
OPEC Reference Basket 105.38 104.15 -1.23 109.48 104.73
Arab Light 106.30 104.80 -1.50 110.73 105.60
Basrah Light 103.38 102.10 -1.28 107.39 102.72
Bonny Light 110.77 109.50 -1.27 114.91 110.17
Es Sider 108.47 107.15 -1.32 112.57 107.81
Girassol 109.54 108.67 -0.87 112.64 108.70
Iran Heawy 104.96 104.01 -0.95 108.73 104.62
Kuwait Export 104.17 103.05 -1.12 108.42 103.67
Marine 104.91 104.07 -0.84 108.05 104.29
Merey 94.00 93.23 -0.77 99.09 93.65
Murban 108.69 107.60 -1.09 110.90 107.97
Oriente 97.44 94.96 -2.48 101.87 95.22
Saharan Blend 110.52 108.95 -1.57 113.38 109.80
Other Crudes
Brent 108.87 107.55 -1.32 112.57 108.21
Dubai 105.04 104.32 -0.72 108.24 104.44
Isthmus 100.47 98.87 -1.60 109.82 98.49
LLS 106.36 104.13 -2.23 113.86 104.36
Mars 103.02 100.09 -2.93 109.10 100.83
Minas 108.46 113.60 514 115.39 110.92
Urals 107.43 106.66 -0.77 111.06 106.81
WTI 100.78 100.53 -0.25 94.33 98.64
Differentials
Brent/WTI 8.09 7.02 -1.07 18.24 9.57
Brent/LLS 2.51 3.42 0.91 -1.29 3.85
Brent/Dubai 3.83 3.23 -0.60 4.33 3.78

Note: Arab Light and other Saudi Arabian crudes as well as Basrah Light preliminarily based on American
Crude Market (ACM) and subject to revision.

Source: Platt's, Direct Communication and Secretariat's assessments.

All Basket component values decreased in March, particularly Ecuador’s Oriente, which
dropped 2.6% after a significant 4% increase from the previous month. Despite the
continued disruption of Libyan supplies, Brent-related light sweet crudes were
pressured by plentiful supplies, a 25% increase in exports of BTC Blend and weaker
light product margins, which weighed on regional light sweet crudes. Weak naphtha
margins and an excess of light crude in the Mediterranean region weighed on the
Caspian’s CPC Blend and Algeria’s Saharan Blend. Saharan Blend’s premium to the
benchmark fell to its lowest point since July. Naphtha margins weakened as a mild
winter in Europe left LPG stocks full, pressuring prices and encouraging petrochemical
producers to turn to propane as feedstock at naphtha’'s expense. Mediterranean light
crude prices also fell steeply as Asia-Pacific demand for these grades was particularly
thin. Asia-Pacific demand for West African crudes was also slow, and plentiful supplies
of alternative grades capped prices. Furthermore, North Sea Dated Brent remained
under pressure amid sluggish demand due to seasonal refinery maintenance and a
lack of VLCC shipments to Asia. Brent-related crudes Saharan Blend, Es Sider,
Girassol and Bonny Light fell $1.25/b on average. Latin American Basket components,
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including Venezuela’'s Merey and Ecuador’s Oriente — as well as the multi-destination
Basket components — were affected by the decline in prices in the USGC and
generally poor performance among midcontinent sour crudes over the month. US sour
WTS fell to a record discount to WTI at the Midland pricing point in Texas, after a leak
on the Mid-Valley Pipeline cut shipments from West Texas to refineries in Ohio and
Michigan. The sale of sour crude from the US SPR weighed on USGC sour grades.
Venezuela’s Merey and Ecuador’'s Oriente edged 77¢ and $2.48 lower, respectively,
compared with their values of the previous month. Middle East crude sales to Asian
buyers were slow, as refinery maintenance and weaker naphtha and fuel oil markets
capped demand. Middle Eastern spot components and multi-destination grades slipped
by around 97¢ and $1.20, respectively.

On 9 April, the ORB stood at $104.22/b, 7¢ above the March average.

The oil futures market

ICE Brent declined by 1% m-o-m amid very weak market fundamentals. This occurred
despite the continued impact of Libyan supply outages as well as the crisis in Ukraine.
Brent crude fell as a seasonal slump in demand and ample supply led to a near 3%
price slide since the beginning of the month, though it briefly jumped to a three-month
high above $112/b on developments in the Crimea.

Concerns over a slowdown in China’'s economic growth offset tensions in Ukraine,
pushing down prices. China’s GDP growth target for 2014 has been set at 7.5%, similar
to the preceding two years. The growth target has gained importance in recent years,
as the country experienced a slowdown in its growth rates, making 2013 the first year
in which it has not overshot its goal. Since the government has not lowered its target, it
might hint at a willingness to impose stimulus programmes to keep growth in a range of
7.0-7.5%.

Nymex WTI front-month also fell, though moderately. It remained above $100/b for the
second month in a row. Earlier in the month, Nymex WTI recorded its biggest drop in
two months following an US Energy Information Administration (EIA) report showing a
large crude stock build, while a surprise announcement of the test release of 5 mb from
the SPR added further pressure. Most of the crude build was on the USGC, as spring
refinery maintenance caused US utilization rates to decline to a five-month low.
Nevertheless, the drop in the US benchmark has been capped by a continued
drawdown in oil stocks at Cushing, Oklahoma, its pricing point, as rising pipeline
capacity draws down stocks in the US midcontinent. The US benchmark was also
supported by positive US employment and factory output data.

The Nymex WTI front-month slipped by a marginal 17¢, to average $100.51/b in March.
Compared with the same period in 2013 or to the first quarter a year ago, WTI values
are significantly higher, by $4.31 or 4.6%, reaching $98.68/b. ICE exchange Brent
front-month plunged $1.09 to an average of $107.75/b. ICE Brent was lower in value
compared with the same period last year. Its value weakened by $4.75 or 4.22% to
$107.90/b from $112.65/b.

Crude oil futures prices improved further in the 2nd week of April. On 9 April, ICE Brent
stood at $107.98/b and Nymex WTI at $103.60/b.

Data from the US CFTC showed that hedge funds and money managers reduced their

bullish bets in US crude oil futures and options, cutting their net long US crude futures
and options positions during March as prices slid. The speculator group cut its
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combined futures and options positions in US crude oil contracts from a record number
reached the previous month by 45,649 lots to 293,403 contracts over the month.
Similarly, net long positions of the speculative community in ICE Brent dropped by
9,849 contracts to 130,072 lots by the end of the month. Moreover, the total futures and
options open interest volume in the two markets decreased in March by
80,370 contracts to 3.9 million lots. Meanwhile, investors appeared to be pulling out of
commodities like oil to take advantage of the equities rally.

Graph 1.2: Nymex WTI price vs. Graph 1.3: ICE Brent price vs.
speculative activity, 2013-14 speculative activity, 2013-14
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The daily average traded volume during March for Nymex WTI contracts increased by
38,108 lots to average 557,118 contracts. ICE Brent volume also moved up by
28,906 lots to 562,348 contracts. The daily aggregated trade volume in both crude oil
futures markets increased by 67,014 lots in March to around 1.12 million futures
contracts, equivalent to 1.12 billion b/d. The total traded volume in Nymex WTI and
ICE Brent contracts was 11.70 million and 11.81 million contracts, respectively, over
the month.

The futures market structure

Drawdowns of crude commercial stocks at the WTI delivery hub continued to push the
Nymex WTI front-month contract up higher relative to future months’ contracts. The
latest figures for crude oil stocks at Cushing, Oklahoma — the delivery point for WTI
futures — fell by 7.5 mb to 27.3 mb by the end of March, the lowest level since
beginning of November 2009, according to EIA data. It was the ninth week in a row that
stocks fell at Cushing, a period that corresponds to the opening of TransCanada's
700 tb/d USGC pipeline, helping to take supply away from the storage hub. As a result,
the prompt-month Nymex WTI futures contract saw its premium vs. the second month
contract increase around 5¢ to close to 65¢/b.

Backwardations in the Brent market structure continued to weaken over the month,
despite supply outages from Libya. In fact, the front-month contract briefly fell to parity
with the second-month contract, threatening to move to a discount, or contango, which
signals ample supply and weak demand. This came as refiners in Europe were in
maintenance and arbitrage opportunities to the Far East were scant, ahead of peak
Asian maintenance. The spread between the second and first month of the ICE Brent
contract averaged around 35¢/b in March compared with 45¢/b the previous month.
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Table 1.2: Nymex WTI and ICE Brent forward curves, US$/b

Nymex WTI
1st FM 2nd EM 3rd FM 6th FM 12th EM
25 Feb 14 101.83 101.12 100.24 97.26 91.78
25 Mar 14 99.19 98.53 97.68 95.02 90.40
ICE Brent
1st FM 2nd FM 3rd FM 6th FM 12th FM
25 Feb 14 109.51 109.03 108.61 106.96 103.95
25 Mar 14 106.99 106.81 106.48 104.91 102.51

FM = future month.

For the second month, stronger gains for WTI relative to Brent continued to squeeze
the transatlantic spread, with the front-month Brent—WTI spread averaging a six-month
low. WTI has been supported by steady drawdowns in crude stocks at the Cushing,
Oklahoma, delivery hub that have lent upside support to WTI, while Brent remains
pressured by ample supply and low demand. The spread between the two
benchmarks, Nymex WTI and ICE Brent, narrowed by almost $1 to settle at an average
of $7.25/b in March, staying at single digit values.

Graph 1.4: Nymex WTI and ICE Brent forward curves, 2014
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The light sweet/medium sour crude spread

Global sweet/sour differentials were mixed again over the month, narrowing in Asia and
Europe, while widening in the USGC.

In Asia both, light sweet and medium-heavy sour came under pressure from a
slowdown in sales to Asia-Pacific buyers, as refinery maintenance and weaker naphtha
and fuel oil markets capped demand. Plentiful supplies also pressured the Asian crude
oil market, particularly light sweet crudes. Rising supply from Iran and Iraqg in the past
few months coupled with lower demand in Asia due to seasonal refinery maintenance
has weighed on the Asian crude oil market. Global oil production outages fell to
3.26 mb/d in February, from 3.33 mb/d in January and 3.79 mb/d in October, as
increases from Iran and Iraq outweighed worsening shortages in Africa. Availability of
Vietnamese crude due to the scheduled maintenance of Vietnam's sole refinery,
Dung Quat, also weighed on the market. The Tapis—Dubai spread narrowed to average
$7.05/b, compared to $8.70/b in the previous month, a drop of over $1.60.
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In Europe, the Russian medium sour Urals discount to North Sea Dated Brent
narrowed in the Mediterranean on firmer demand and tighter sour supplies. Tighter
supplies of alternative medium sour grades and strong fuel oil margins lifted Urals
values. The Mediterranean sour crude market tightened on prolonged loading delays
for Iragi Kirkuk crude at the Turkish port of Ceyhan after a bomb attack on the Kirkuk—
Ceyhan pipeline at the start of March cut deliveries. Fuel oil demand in Europe is
steady, lending further support to medium-heavy sour crude markets. However, the
market still has to compensate for missing or low Iranian, Syrian, Iragi and Libyan
volumes. On the other hand, poor refining margins and ample supply weighed on light
sweet North Sea Dated Brent. On average, the Dated Brent/Urals spread in March

narrowed by 55¢/b to 90¢/b.

Graph 1.5: Brent Dated vs. Sour grades (Urals and Dubai) spread, 2013-14
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In the US, the LLS/Mars spread widened in March as the sale of 5 mb of sour crude
from its West Hackberry and Big Hill reserve sites on the USGC hit medium sour Mars
values. In a related trend, US sour WTS also fell to a record discount to WTI at the
Midland pricing point in Texas after a leak on the Mid-Valley Pipeline cut shipments
from West Texas to Ohio and Michigan refineries earlier, before recovering late in the
month on strong demand. Meanwhile, a bearish crude oil market trend began on the
USGC, particularly for light sweet grades, as more oil arrived into the US Gulf region
via newly built pipelines while refineries took units offline for planned work. Analysts
expect the spread between international Brent and LLS to widen in March and April as
20 mb of oil move from the Cushing, Oklahoma storage hub over that period. The
premium of LLS over Mars averaged $4.05/b in March compared with $3.35/b in

February.
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Commodity Markets

Commodity markets continued with differing trading patterns in March, but the
general trend has been one of decline. With the exception of nickel, tin, gold,
grains and, to some extent, agricultural commodities, most of the major
commodity categories witnessed declining prices. Meanwhile, demand from the
major emerging economies seems to continue slowing and the need to hedge
inflation via investments into commodities as an asset class has abated. This
seems to have led to a shift in investments from commodities mainly into
equities in developed economies. In addition, generally rising interest rates,
primarily influenced by a reduction in monetary stimulus in the US, have led to a
decline in commodity prices on average. Geopolitical developments in Ukraine —
in combination with bad weather in Brazil — have, however, supported
agricultural sector price levels in the past months.

Trends in selected commodity markets

Generally, deceleration in emerging economies and low inflation in developed
economies continued to pressure commodity markets. The commodities sector
witnessed a declining trend for most of March, with a few exceptions. Commodity
groups, such as agriculture, or specific commodities like gold, tin and nickel were
supported by particular developments. The underlying trend in the commodities market
continued to be largely influenced by the current economic growth pattern,
improvement in the OECD and a slowdown in the emerging economies. Uncertainty in
Eastern Europe was again an influential factor, mainly in the energy and agricultural
sectors.

On the energy side, the impact of the Crimea situation is sensitive, given the fact that
the European Union is importing around 30% of its gas from Russia with around 15%
of this supply arriving via Ukraine. The impact may have been limited so far by
sufficient storage levels in the EU after an unusually mild winter and the coming end of
heating season. Concerns remain in the agricultural sector due to the large influence of
Ukraine, particularly in the corn market, but in the wheat market as well. Ukraine ranks
among the top three exporters of corn and is the sixth largest exporter of wheat.
Hence, prices in these two agricultural commodities have reacted sharply. Both groups
of commodities remained well supported - wheat prices increased by more than 10% in
March and corn prices also rose by almost 10%. The geopolitical concerns come at a
time when Brazil's output may also be negatively influenced by bad weather. Brazil is
the second-largest corn exporter.

China’s apparent deceleration could lead to a further negative impact for commodities
which are crucial to the economy’s growth development. This has already become very
much evident in copper prices, which fell by more than 10% from mid-February to mid-
March. Since then, they recovered again by around 2%, but not because of rising
demand expectations from the commodity’s largest consumer, but rather due to supply
disruptions in Chile, the metal’s largest producer. Declining commodity input prices also
currently offer the opportunity for the Chinese economy to develop a more flexible
currency regime, as commodity imports naturally become more expensive with a
declining currency.

The expected continuation of tapering monetary stimulus in the US is also forecast to

put some weight on commodity prices due to less investment in the emerging
economies as well as a slowdown in speculative activity. This has also become
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apparent in reviewing the performance of large equity markets like the Standard and
Poor’s 500 compared with recent developments in commodity prices. Continuation of
the Federal Reserve Board (Fed)'s strategy to reduce its quantitative easing might
advance pressure on commaodity prices.

While base metals were generally under pressure, support for nickel and tin — coming
partially from the Indonesian government’s initiation of an export ban on unprocessed
minerals — continued. Aluminium was also up by 0.6% in March on average, while at
the end of March and the beginning of April it found further support from the London
Metal Exchange (LME), which was forced to halt a plan to cut queues at its global
warehouse network.

Table 2.1: Commaodity price data, 2014

Monthly averages % Change
Commodity Unit
Jan 14 Eeb 14 Mar 14 Jan/Dec Eeb/Jan Mar/Feb

World Bank commodity price indices for low and middle income countries (2010 = 100)

Energy 126.4 130.6 127.9 -2.4 3.3 -2.1
Coal, Australia $/mt 81.6 76.3 73.3 -3.2 -6.5 -3.9
Crude oil, average $/bbl 102.1 104.8 104.0 -3.2 2.7 -0.8
Natural gas, US $/mmbtu 4.7 6.0 4.9 10.3 27.1 -18.3
Non Energy 97.8 99.6 98.8 -0.8 1.9 -0.8
Agriculture 102.3 106.0 106.4 -1.1 3.6 0.4
Food 108.7 113.1 111.5 -1.6 4.1 -1.4
Soybean meal $/mt 567.0 594.0 520.0 0.5 4.8 -12.5
Soybean ol $/mt 943.0 985.0 1,116.0 -4.7 4.5 13.3
Soybeans $/mt 566.0 591.0 511.0 -0.4 4.4 -13.5
Grains 105.5 110.3 114.5 -1.9 4.5 3.8
Maize $/mt 198.1 209.3 222.3 0.3 5.7 6.2
Wheat, US, HRW $/mt 275.5 292.3 323.6 -5.5 6.1 10.7
Sugar World $/kg 0.3 0.4 0.4 -5.6 6.3 7.8
Base Metal 88.1 86.9 84.4 0.5 -1.5 -2.8
Aluminum $/mt 1,727.4 1,695.2 1,705.4 -0.7 -1.9 0.6
Copper $/mt 7,291.5 7,149.2 6,650.0 1.1 -2.0 -7.0
Iron ore, cfr spot $/dmtu 128.1 121.4 111.8 -5.6 -5.3 -7.9
Lead $/mt 2,143.2 2,108.0 2,053.1 0.3 -1.6 -2.6
Nickel $/mt 14,101.3 14,203.6  15,678.1 1.3 0.7 10.4
Tin $/mt 22,063.9 22,820.7 23,024.3 3.1 34 0.9
Zinc $/mt 2,036.9 2,034.5 2,007.9 31 -0.1 -1.3
Precious Metals

Gold $/toz 1,244.3 1,299.6 1,336.1 1.9 4.4 2.8
Silver $/toz 19.9 20.8 20.7 1.0 4.9 -0.6

Source: World Bank, Commodity price data.

Energy prices declined by 2.1% in March, after having risen by more than that a
month earlier. However, within this group, natural gas fell sharply by 18.3% m-o-m,
after it rose considerably due to the unusually cold weather in the US.

Agricultural sector prices were largely supported by political uncertainties in Eastern
Europe in combination with extreme weather conditions in Brazil. Agricultural products
rose by 0.4%, continuing last month’s trend, when prices rose by 3.6% m-o-m.

Base metal prices fell by 2.8% m-o-m in March. Nickel saw a solid increase — rising
by 10.4% m-o-m amid an Indonesian export ban — and tin rose by 0.9% m-o-m, while
iron ore and copper were negatively influenced by China’s slow down, falling by 7.9%
m-o-m and 7.0% m-o0-m, respectively.

12 OPEC Monthly Oil Market Report — April 2014



Among precious metals, rising demand seems to have been supportive, with gold up
for a third consecutive month by 2.8% m-o-m in March.

Graph 2.1: Major commaodity price indices, 2012-14
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The Henry Hub (HH) natural gas price index dropped sharply in March, after it ended
at its highest level since January 2010 in the previous month. The index settled a hefty
$1.10 or 18% lower at $4.9 per million British thermal units (mbtu), after trading at an
average of $6/b the previous month. Nevertheless, prices are still almost 34% higher
than they were at the beginning of this year.

Market sentiment was bearish during the month, as the winter heating season started
to wind down and forecasts showed continuing mild weather that will reduce heating
demand. Although some forecasts showed colder-than-normal temperatures for the
Northeast, the general shift to milder weather spurred some speculative traders to exit
their long positions on a technical response to the end of the withdrawal season rather
than a change in fundamentals. By late March, utilities had withdrawn a record
2.938 trillion cubic feet of gas from storage since the start of the heating season in
November, leaving just 896 billion cubic feet, the lowest amount since 2003.

Graph 2.2: Inventories at the LME
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Meanwhile, nuclear plant outages — which create demand for natural gas as a
substitute fuel for electric generation — were at 18,300 megawatts (MW) in late March.
That compares with 24,600 MW a year ago and a five-year average of 20,300 MW.
Moreover, the premium of the front-month gas Nymex contract over the front-month
Appalachian coal contract eased to $1.86/mbtu. The natural gas premium was slightly
below the $2/mbtu spread, which is considered wide enough to offset the cost of
transporting coal from mines to generating plants and the differences in efficiency
between gas and coal plants.

Investment flows into commodities

The total open interest volume (OIV) in major US commodity markets decreased by
around 2.8% m-o-m to 8.6 million contracts in March as natural gas, agriculture and
copper OIVs worsened by 6.9%, 4.6% and 1.8%, respectively. On the other hand,
crude oil, precious metal and livestock OIVs increased by 1.7%, 3.7% and 0.9%,
respectively. Gold’s OIV increased this month by 6.8%.

Total net length speculative positions in commodities increased by a hefty 43.9%
m-0-m to 1,605,878 contracts in March, a change mainly attributed to a sharp increase
in the managed money net length of agriculture and livestock. Money managers’
activities in copper continued to reflect deep bearish sentiment amid concerns over
China’s economic growth.

Graph 2.3: Total open interest volume
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Source: US Commodity Futures Trading Commission.

Agricultural OIV was down 4.6% m-o0-m to 4,418,306 contracts in March. Meanwhile,
money managers’ net long positions in agriculture continued to rebound sharply by
more than twofold to 834,515 lots in March after consecutive months of retreat. The
bullish move occurred as the futures market rallied on dry weather concerns in top
grower Brazil.
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Graph 2.4: Speculative activity in key commodities, net length
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Henry Hub natural gas OIV decreased by 6.9% m-o-m to 1,644,163 contracts in
March. Money managers decreased their net length positions by 17% to stand at net
long positions of 138,490 lots, as winter heating season demand started to unwind.

Graph 2.5: Speculative activity in key commodities, as % of open interest
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Copper OIV slipped again by 1.8% m-o-m to 153,671 contracts in March. The group of
investors doubled their net short positions to 12,926 contracts, as worries mounted

over slowing economic growth in China, the world's top consumer of many raw
materials.
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Table 2.2: CFTC data on non-commercial positions, ‘000 contracts

Open interest Net length

Feb 14 Mar 14 Feb 14 % OIV Mar 14 % OIV
Crude ail 1,625 1,653 304 19 310 19
Natural gas 1,251 1,164 167 13 138 12
Agriculture 4,629 4,418 385 8 835 19
Precious metals 528 547 80 15 129 24
Copper 157 154 -8 -5 -15 -10
Livestock 706 712 188 27 209 29
Total 8,896 8,649 1,116 13 1,606 19

Source: US Commodity Futures Trading Commission.

Gold OlV increased by 6.8% m-o-m to 406,874 contracts in March. Hedge funds and
money managers continued to be very bullish in US gold, expanding their net long
positions by 67% to stand at 108,819 contracts from 65,191 lots the previous month.
Meanwhile, late in the month gold investors cut their net long position stance in gold
contracts sharply amid easing geopolitical tensions and a stronger tone to the
US economy triggered gold selling. The drop also came after the US Federal Reserve
said it will probably end its massive bond-buying programme this fall and could start
raising interest rates around six months later. Monetary stimulus by the Fed has
bolstered bullion prices for the past four years.

Graph 2.6: Inflow of investment into commodities, 2011-14
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World Economy

Global GDP growth for 2014 has been slightly revised down by 0.1 percentage
points (pp) to 3.4% due to a continued deceleration in the emerging economies
and some softening in Japan. While the emerging markets of China and Brazil
have experienced some slight downward revision by 0.1 pp and 0.3 pp,
respectively, the largest revision took place for the Russian economy, whose
growth forecast has been lowered from 1.9% to 1.0% for the current year. So far,
the global growth recovery in the current year from 2.9% in 2013 has been
supported by a gradual recovery in the US and modest growth in the Euro-zone.
While a continuation of the trend in both economies could provide some upside,
the softening trend in Japan, also amid the sales tax increase in April, and the
ongoing softening momentum in emerging markets have so far counterbalanced
a better trend in the global economy. In addition to this, geopolitical
developments will also require close monitoring.

Table 3.1: Economic growth rate and revision, 2013-14, %

World OECD US Japan Euro-zone China India Brazil Russia

2013E* 2.9 1.3 1.9 15 -0.4 7.7 4.7 2.3 1.3

Change from

; 00 00 00 00 0.0 0.0 0.0 0.0 0.0
previous month
2014F* 34 20 27 13 0.8 75 5.6 2.0 1.0
Change from 01 00 00 01 0.0 0.1 0.0 03 09

previous month

* E = estimate and F = forecast.

OECD

OECD Americas

uS

After the cold snap-related slow-down in the United States’ economy at the beginning
of the year, the growth dynamic has regained traction. Moreover, the latest release of
the 4Q13 GDP numbers has indicated that firstly, the momentum was better in the
fourth quarter than initially indicated, and that secondly, the crucial private household
consumption was also higher. Also, the latest job additions have been supportive for
this year’s recovery, and the agreement on budgetary issues leading to a less severe
fiscal drag all point to a continued recovery for the remaining quarters of the year.
Some downside to current growth estimates could still come from a spill-over of global
economic issues, geopolitical events or effects from a further tightening of monetary
stimulus. Due to the strength of the US economy and the depth of capital markets, this
possibility however, at least currently, seems relatively limited, and it is expected that
the US economy itself might turn out to be a vital growth engine for the global
economy. While the positive development in the US economy is continuing, there is still
a gap between current growth and the economy’s potential output level. This gap,
however, could be closed by next year, if the current growth trend continues.

The third and last release of 4Q13 GDP stood at 2.6% (g-0-q, seasonally adjusted
annualized rate (SAAR), better than the second release number of 2.4% g-0-q SAAR,
but still significantly lower than the first estimate of 3.2% g-0-g SAAR. Also, as a
comparison, GDP grew by 4.1% g-0-g SAAR in 3Q13. While the 3Q13 quarter numbers
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have also confirmed a significant recovery from the sluggish 1H13, they have been
largely driven by inventory building and to a lesser extent by consumption of private
households, which constitutes the main factor for US GDP growth. The latest set of
4Q13 numbers, however, showed an improvement in the composition of GDP-
supporting factors. Consumption increased by 3.3%, more than the 22-year average of
3.0% in consumption growth. Private household consumption also provided the largest
single contribution to 4Q GDP growth at 2.2 pp. On average, consumption (i.e. private
household expenditures), accounted for around 70% of US GDP, thus the current
development indicates that the trend is going back to normal.

At the latest meeting of the US Federal Reserve (US Fed), it was highlighted that an
interest rate increase could potentially happen earlier than previously directed in its
forward guidance. This comes also as a result of the better-than-anticipated US
recovery. However, it was emphasised that the situation is still not entirely robust, but
that the development so far has been encouraging. This also led to the decision to
again reduce the extraordinary monetary stimulus by $10 billion. The continuation of
this strategy is supported by the slowly improving labour market with ongoing job
additions. Inflation, however, has again retreated somewhat and now stands at only
1.1%, slightly lower than in January at 1.6%. It is obvious that in the past quarter, the
inflationary trend, while not alarmingly low, has been clearly below the 2%-level that the
US Fed is aiming for. Positively, excluding the volatile price factors of food and energy,
inflation stood at 1.6% y-0-y in both January and February.

While the labour market has continued improving, the dynamic is still mixed. After the
unemployment rate moved from 6.6% to 6.7% in February, it remained at this level in
March. On the other hand, non-farm payroll additions grew by 192,000 in March and
positive February numbers were revised up to 197,000 from 175,000 previously. The
participation rate has remained at a relatively low 63.2%, but has improved from 63.0%
in February and is now increasing from its bottom level of 62.8% in December. The
share of long-term unemployed has also improved and now stands at 35.8%,
substantially below the 37.0% seen in February.

Graph 3.1: Manufacturing and non-manufacturing ISM indices
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The purchasing manager’s index (PMI) for the manufacturing sector, as provided by
the Institute of Supply Management (ISM), has also posted a rising trend once again in
March after having declined significantly in January to 51.3 due to the cold snap. In
February, the important lead indicator improved to 53.2, confirming the view that the
January dip might have been temporary. In March, it stood at 53.7. Industrial
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production rose by a healthy 3.0% y-o0-y in February, the same level as in January,
while manufacturing orders were weak in February, declining by 0.7% y-o-y, after an
increase of 1.7% y-o0-y in January. On the other hand, the ISM for the services sector,
which constitutes more than two-thirds of the economy, rose to 53.1 in March,
compared to 51.6 in February.

When reviewing the latest indicators, the momentum leads to considerably higher
growth this year, and this should be expected to continue. Consumer confidence, as
provided by the Conference Board, reached 82.3, the highest level seen since January
2008. These positive developments have led to a rising GDP growth level this year,
which is forecast to be 2.7%, compared to 2013 growth of 1.9%.

Canada

In Canada, improvements continue as well. New orders have increased by 0.8% y-0-y
in January and by 1.1% y-o0-y in February, indicating rising industrial output numbers in
the coming months. Industrial production in January stood at 2.5% y-o0-y, almost the
same level as in 4Q13, when it increased by 2.7%. The GDP growth expectation for
2014 remains unchanged at 2.3%, after growth of 2.0% in 2013.

Mexico

In March, the Central Bank of Mexico kept its policy rate unchanged at 3.50%, while
inflation in February stayed above the upper-limit target set by the bank. The higher
rate of inflation was primarily caused by a tax increase and removal of tax exemptions
for border cities. Industrial production accelerated by 0.51% m-o-m in January. Three
components of the industrial production index (mining, construction and utilities) posted
negative growth, while manufacturing soared by 2.34%. Manufacturers in Mexico
experienced slower rates of production and new order growth last month despite the
modest rebound in new export business. The country’s manufacturing PMI fell to 51.7
in March, from 52.0 in the previous month. The survey marked the fastest rise in hiring
levels among manufacturers since April of last year. The growth forecast remains
unchanged at 3.1% for 2014, a large increase from last year’s 1.3%.

OECD Asia-Pacific

Japan

The policy of the current government in Japan has so far been remarkably successful,
however, many challenges remain. The aim to reach an inflation rate of 2% by the end
of 2014 has almost been achieved. The depreciation of the yen has led to a substantial
recovery in exports, and domestic demand has also picked up considerably since the
past year, when the three-arrow policy of the then newly elected government was
introduced. Of the three arrows — monetary and fiscal stimulus accompanied by
structural reforms — mainly monetary policy has been utilised, while the fiscal policy
was responsible for some recovery at the beginning of the previous year and will
probably play some role in the coming months to counterbalance the potentially
upcoming drag from the sales tax increase, which has been implemented as of 1 April.
Given Japan’s very high public debt level, the fiscal room for manoeuvre is very limited,
and the policy to reduce the dependency on debt is an encouraging development.
However, in this situation, the economy’s structural improvements will gain a more
important role to continue the progress.

Recently, and already before the sales tax increase in April, some signs of a slight
slow-down appeared. GDP numbers for 4Q were revised down and pushed total yearly
growth in 2013 to 1.5% from the previous estimated 1.6%. Quarterly growth in 4Q13
stood at only 0.7% g-0-q SAAR compared to 1.0% in the previous estimate and again
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below expectations. Total industrial production shows a slowing but expansionary
trend, growing by 7.0% y-o0-y in February, after a growth rate of 10.4% y-o0-y in January.
Given that the sales tax increase from the current 5% to 8% will largely affect this
year's 2Q growth numbers, the momentum in the current year is forecast at below last
year’s trend. Also, lead indicators imply a slight slow-down, but support a positive
growth trend in general.

The main question, however, for this year’'s growth pattern will be how much the sales
tax increase in April will impact 2Q growth and potentially beyond as consumers are
expected to slow down their spending. The government has already announced that it
will try to counteract the 2Q14 slow-down with fiscal spending, and also the Bank of
Japan (BoJ) has signalled that it is ready to increase the monetary stimulus, if needed.
The necessary fiscal adjustments will continue, and the sales tax will be increased
further from 8% to 10% in October of next year.

The most recent inflation number for February stood at 1.5%, higher than in the
previous month, when it reached 1.4% y-0-y. However, inflation without the volatile
factors of food and energy is still low at only 0.7% y-0-y in February, slightly higher than
the 0.6% y-o-y from January. One challenge to this policy, however, might be that
household incomes have not risen at the same pace. So, while a reasonable inflation
level might be a positive development, this is only the case if consumers can afford it.
Earnings in the 4Q13 rose only by 1.1% y-o0-y (i.e. below the inflation level). With the
current extremely low level of unemployment, it is expected that earnings will rise soon
as the labour market is very tight at an unemployment rate of only 3.6% in February,
again lower than the 3.7% of January.

Graph 3.2: Japanese PMI indices Graph 3.3: Co-movement of Japanese yen
and exports
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Exports continued a slowing trend in February when, after January’'s low level of 9.5%
— the lowest growth level in seven months — the increase was again below the recent
double digit levels of the past months, when it rose by 9.8% y-o-y. This probably has
also been impacted by the slow-down in China, to which around a quarter of exports
are being shipped. Domestic demand has remained strong. Retail sales in January
rose by 4.4% y-o-y and by 3.6% y-o-y in February. Lead indicators point to a
continuation of the slowing growth trend in manufacturing, but the important services
sector PMI has risen again considerably. The latest PMI, as provided by Markit, shows
that the manufacturing PMI in February stood at 53.9 in March, below the February
level of 55.2 and significantly below the January number of 56.6. So while the
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momentum in the manufacturing sector has slowed, the important services sector PMI
has increased again to above the growth-indicating 50 level to now stand at 52.2 in
March, after 49.3 in February.

Considering the latest signs of a slowing growth trend, the GDP growth estimate for
2014 has been revised down to 1.3% from the previous 1.5%, which is below last
year’s growth level of 1.5%.

South Korea

Growth in South Korea remains solid, but weakened slightly at the beginning of the
year. Industrial production stood at only 0.9% y-o0-y in January and at 1.7% y-0-y in
February, considerably lower than the 4Q average of 2.5% y-0-y. The composite
leading index of the National Statistical Office, however, reached a new record high of
117.9 in February. The manufacturing PMI also moved again above the growth-
indicating 50 level to stand at 50.4 in March, compared to 49.8 in February. The growth
forecast for 2014 remains unchanged at 3.0%, but given the slow-down in some of
South Korea’'s main trading partners in Asia, the growth pattern will need close
monitoring.

OECD Europe

Euro-zone

Economic development in the Euro-zone has been modest as the somewhat fragile
recovery continues. Current improvements are again supported mainly by the
momentum in the Euro-zone’s biggest economy, Germany, but the so-called peripheral
economies also continue their tender improvement. France remains somewhat of a
weak spot, but given that it is also expected to recover, the positive trend is forecast to
gain traction in the coming months. Some concern has been expressed that the low
inflation in the Euro-zone on average might pose a challenge in the near future. The
European Central Bank (ECB) has highlighted that it currently considers the low
inflation of only limited concern as it expects price development to pick up in coming
months. In this connection, it should also be highlighted that inflation levels are very
different among the Euro-zone’s economies, and that deflationary developments in the
peripheral economies are mainly due to the fact that domestic devaluation of income
has taken hold as currency devaluation is not a possibility anymore in the single-
currency block. This trend, however, should turn by around next year, and inflation
levels might then possibly move up to more reasonable levels again. Moreover, the
ECB indicated that due to the relatively heterogeneous landscape of the Euro-zone’s
economy, extraordinary measures such as quantitative easing would need to target
certain areas or geographies of the economy and not the Euro-zone as a whole, which
should be considered a reasonable argument.

Industrial output, excluding construction in Germany, expanded again by a
considerable 4.1% y-0-y in February, at around the same level as in January. Also,
Spain posted a considerably positive 3.1% y-0-y, a significant improvement after a
decline of 0.5% in January, signalling that the economy is starting to recover. The
same positive developments became visible in manufacturing order numbers from
Germany, which are a good lead indicator for future output levels in the Euro-zone.
German industrial orders rose by 6.8% y-o0-y in February, an increase from the already
impressive 5.8% y-0-y posted in January.

Inflation remains low with development differing in the various economies. For the

Euro-zone as a whole, it stood at only 0.5% in March, after an already low 0.8% y-0-y
in February. In Germany, inflation rose by 0.8% y-o-y, while it fell by 0.2% y-o0-y in
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Spain. In France, the most recently available number for February stood above 1% at
1.1% y-o0-y. This is the sixth consecutive month of inflation below the 1.0%-level.

Lending of financial intermediaries to private households has also improved slightly

again. While still negative on a yearly comparison by 2.5% y-0-y in February, it came
off its low of -3.2% in November.

Graph 3.4: Euro-zone PMI indices Graph 3.5: Euro-zone CPI and lending
activity
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The continued high unemployment rate of 11.9% in February, the same level as in
January, is a hurdle that remains a significant challenge to the economy for a faster
recovery. The difference in unemployment rate levels continues to also highlight the
varying speeds of recovery within the Euro-zone. Germany has the lowest
unemployment rate of the larger economies. It stood at 5.1% and shows a positive
trend. Spain, in contrast, remains at an elevated level of 25.6% jobless, but is
decreasing from its peak level of 26.6% a year earlier.

Lead indicators confirm the unevenness of the Euro-zone’s growth pattern. The latest
PMI for manufacturing, as provided by Markit, stood at 53.0 in March, almost
unchanged from the 53.2 in February and just slightly below the January level of 54.0.

It reached 53.7 in Germany and moved considerably higher to 52.1 in France. In Italy, it
reached 52.4.

The recovery in the Euro-zone has gained some traction lately, but given the continued
modest levels of growth, the GDP growth forecast for 2014 remains at 0.8%, which is
a considerable improvement from last year’s decline of 0.4%.

UK

The United Kingdom’s most recent economic performance shows continued
improvement and stands above the average level of most of its fellow EU countries.
Industrial production increased by 2.9% y-o0-y in February, higher from the January
level of 1.9% y-o0-y and also above the December level of 2.0%. PMI for manufacturing
stood at a significant level of 55.3 in March, only slightly below the 56.9 of February.
The important services PMI remained at almost the same level as in February, when it
stood at 58.2, while it reached 57.6 in March. This positive development confirms the
GDP growth forecast for 2014 of 2.3%, but a continuation of positive development
could lead to even higher growth this year.
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Emerging and Developing Economies

This month’s forecast for Brazil’'s GDP growth rate in 2014 has been slightly pared
back from 2.3% to 2.0%. An important trigger of this revision is the softening sentiment
in the domestic economy, which represents more than 60% of the country’s GDP. On
the other hand, however, the comfortable stock of foreign currency reserves is seen
helping Brazil to cope with uncertainties and volatility in international markets.

Geopolitical uncertainty continued to push investment out of Russia with an estimated
outflow of $70 billion in 1Q14, adding to the already downward momentum in foreign
direct investment and consumer spending noticed even before the latest tensions. As
such, we slashed our forecast for Russia’s GDP growth to 1.0% this month, with a
further cut possible, pending future developments.

India’'s economy should gradually pick up in the medium term as financial stability
returns after last year’s volatility and as inflation eases due to lower food prices and
tighter monetary policy. According to the PMI number in March, the momentum in
India's manufacturing sector remains weak, although the March deterioration may be
specifically related to the general election due to begin on 7 April.

China’s economic slowing goes along with the attempt to steer economic restructuring.
Business conditions in China’'s manufacturing sector deteriorated for the third
consecutive month in March. China's export performance will also firm as external
demand conditions improve, especially in the North America and the EU.

Table 3.2: Summary of macroeconomic performance of BRIC countries
Consumer price

GDP growth . d % ch Current account Government fiscal Net public debt,
rate n ex,y ;‘; ange balance, US$ bn balance, % of GDP % of GDP
2013E* 2014F* 2013 2014 2013 2014 2013 2014 2013 2014
Brazil 2.3 2.0 6.2 6.0 -81.4 -77.5 -3.2 -4.0 56.8 58.1
Russia 1.3 1.0 6.8 5.6 33.3 19.5 -0.5 -0.4 8.1 8.1
India 4.7 5.6 100 7.9 -49.2 -58.7 -5.6 -5.3 52.0 52.2
China 7.7 7.5 26 28 188.6 178.2 -1.8 -1.9 16.3 16.9

Source: OPEC Secretariat, Economic Intelligence Unit and Financial Times.
*E = estimate and F = forecast.

Brazil

Exports from Brazil exhibited an 8.8% y-0-y decline last month to register the sharpest
drop since February 2013. Consumer confidence, on the other hand, remained
largely stable at a low level last month. The consumer confidence index posted 108.0
in March, up from 107.8 a month earlier. This suggests a stagnation in consumer
spending in Brazil. The unemployment rate stood at 5.1% in February, a much lower
reading than in the same month of the past few years. The Central Bank has kept its
benchmark interest rate unchanged at 10.75, signalling that the end of its tightening
policy is close. March’'s consumer price inflation inched up at 5.6% from 5.4% in
February. An ease in inflation to around 5.0% is less likely with an end of interest rate
increases together with a tight labour market and high utilization capacity. In addition,
the World Cup is expected to add further upward pressure on inflation.
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Graph 3.6: Brazilian unemployment rate, Graph 3.7: Brazilian inflation vs. interest

30-day reference period, NSA
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Seasonally adjusted data has shown a partial rebound in Brazil's industrial
production in January by 2.9% m-o-m. This improvement was driven by strong growth
in capital goods production (up 10.0% m-o-m). Output in the other two categories -
intermediate goods and consumption goods - expanded 1.2% m-o-m and 2.3%
m-o-m, respectively. Nevertheless, when compared to January 2013 and using raw
data, industrial production shrunk by 2.4%, and capital goods was the only category
that expanded while intermediate and consumption goods declined.

This month’s forecast for Brazil's GDP growth rate in 2014 has been slightly pared back
from 2.3% to 2.0%. An important trigger of this revision is the softening sentiment in the
domestic economy, which represents more than 60% of the country’'s GDP. On the
other hand, however, the comfortable stock of foreign currency reserves is seen as
helping Brazil to cope with uncertainties and volatility in international markets and to
appease investors that otherwise would be tempted to take their capital out of the
country.

Russia

Russia’s GDP growth in 4Q13 advanced by 2% y-o-y following 1.3% growth in the
previous three months. The weaker rouble helped compensate for sluggish domestic
demand with lower imports. According to the Russian Statistical Office, exports
increased by 5.6% in 4Q13, whereas imports fell by 0.1%. Growth of household
consumption decreased markedly in the 4Q13, when compared to 4Q12. Household
consumption advanced by 4.1% y-0-y in 4Q13 compared to 7.3% in 4Q12.
Government consumption expenditures rose by only 0.4% y-o-y in 4Q13 from 3.9%
y-0-y in 4Q12.
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Graph 3.8: Russian GDP growth, NSA
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The rouble, along with the Russian stock market, showed better performance at the
end of last month. It is nearly back to its pre-tensions rate, while the stock market
eased losses last month to close around 5% lower than its commencement. This came
on the back of diplomatic meetings that eased tensions over the situation in Ukraine.

Russia’s stock funds received more than $200 million in inflows in the week ended
26 March.

The manufacturing sector continued to experience a downturn in Russia last month.
The HSBC manufacturing PMI had a fractional drop from 48.5 in February to 48.3 in
March. This marks the fifth consecutive month below the 50 contraction level. The
survey showed the strongest declines in output and new orders in approximately five
years. The unemployment rate stood unchanged in February at 5.6%, slightly less
than the same month of last year, while consumer price inflation rose to 6.9% in
March, up from 6.2% a month earlier.

Graph 3.9: Russian unemployment rate Graph 3.10: Russian consumer price index,
NSA
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The central bank announced that despite the need to support the economy, above-
target inflation in combination with external risks are constraining its ability to cut
interest rates. It recently announced that the key lending rate will be kept unchanged at
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7% until June at the earliest. If capital outflows reach $150 billion in 2014, the Economy
Ministry did not rule out the possibility of a less than 1% rate of growth in output. On the
other hand, the government is discussing measures to stimulate domestic consumption
amid calls to increase public spending.

In conclusion, geopolitical uncertainty continued to push investment out of Russia with
an estimated outflow of $70 billion in 1Q14, adding to the already downward
momentum in foreign direct investment and consumer spending noticed even before
the latest tensions. As such, the forecast for Russian GDP growth was reduced to 1.0%
this month.

India

India’s general elections are scheduled to take place in nine phases between 7 April
and 12 May. The upcoming general election could be the most partisan that India has
seen in decades. In December 2013, the Aam Aadmi Party (AAP), which campaigned
on a strong anti-corruption platform, with free water and cheaper electricity among its
main campaign pledges, formed the state government in Delhi with outside support
from Congress, after the Bharatiya Janata Party (BJP), Indian People's Party, secured
the greatest number of seats but failed to get a majority.

According to the latest information, India's Bombay Stock Exchange (BSE) and the
National Stock Exchange of India, reached record highs in the first week of April 2014.
The surge partly reflects increasing private sector confidence in a government led by
the Indian BJP resulting from India's parliamentary election. It seems that after the
election, the BJP-led government will probably increase investment opportunities,
particularly in infrastructure, which the opposition party is keen to develop. These will
be strengthened by the fact that any government after the election will enjoy renewed
political capital, giving it roughly two years in which new legislation can be passed with
relatively little opposition. Some firms have already announced their intention to invest
heavily in Indian infrastructure: Bloomberg reported on 18 March that the India-based
TATA Group plans to invest more than $8 billion in roads, airports, and housing after
the election.

India's current account deficit continued to narrow during 4Q13, in line with the
government's targets. The current account deficit stood at $4.2 billion or 0.9% of GDP,
down further from $5.2 billion (1.6% of GDP) in the previous quarter and down sharply
from $31.9 billion (6.5% of GDP) in the corresponding quarter of the previous year. The
outlook is now more promising, but underlying weaknesses remain. Although the rupee
has remained stable over the past few months, it is still around 11% weaker against the
US dollar than this time last year. A lower exchange rate should support exports, and
the government’s efforts to curb gold imports, together with sluggish domestic demand,
should keep import volumes weak. As a result, current account deficit financing has
shifted to volatile equity and debt financing, and borrowing from abroad.
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Graph 3.11: Indian current account balance Graph 3.12: Indian merchandise imports
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India’s economy should gradually pick up in the medium term as financial stability
returns after last year’s volatility and inflation eases due to lower food prices and tighter
monetary policy.

It seems that various factors will affect India’s economy in the coming months, such as

CPI, the current account balance, government balance, government debt and external
debt.

According to the PMI number in March, the momentum in India's manufacturing sector
remains weak, although the March deterioration may be specifically related to the
general election due to begin on 7 April. As companies expect more clarity on the new
government and the nature of its policies towards the manufacturing sector and
investment, they may have delayed new orders immediately prior to the election. Policy
factors aside, recent developments still point to a tentatively mild recovery in
manufacturing in the coming months.

Graph 3.13: Indian industrial production Graph 3.14: Indian inflation vs. repo rate
breakdown
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Graph 3.15: Indian PMIs Graph 3.16: Indian GDP growth
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Having already anticipated the current positive dynamic, the GDP growth forecast
remains unchanged at 5.6% in 2014, a considerable rise from last year's 4.7%.
However, inflation and consequently, monetary policy, will remain influential factors and
will need close monitoring in the coming months, particularly after the finalization of the
current general elections by mid-May.

China

China’s Finance Minister reaffirmed the country’s growth target of 7.5% for 2014 at the
recent National People’s Congress (NPC). Growth in consumption (both public and
private) should remain firm in 2014. China's export performance will also firm as
external demand conditions improve, especially in North America and the EU.
However, the tightening of credit conditions is likely to ensure a significant slowdown in
investment growth in 2014. Industrial production and investment growth continued to
slow in January and February. Retail sales were also weaker, up less than 12% over
the year, and the flash PMI for March came in at an eight-month low of 48.1.

Graph 3.17: China exports to the EU Graph 3.18: China exports to the US
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In terms of private consumption, China’s first urbanization plan was announced after
the NPC meetings. As expected, one major objective is to register more urban
residents under the “Hukou” scheme, allowing them to access local health, education
and social security. The plan, covering 2014-20, envisages Hukou coverage increasing
from two-thirds to three-quarters of the urban population. The reforms should provide
additional stimulus to private consumption and constitute a crucial aspect of economic
rebalancing as the government continues to focus on infrastructure investment.

Regarding the recent shadow banking problem, it seems the fragilities within China's
financial sector have become clearly visible during March. The financial system is
vulnerable because of interconnections between local government debt, inflated
property prices, the banking system and corporate debt.

Chinese authorities continue to proclaim their commitment to reform. This month, they
announced plans to liberalize deposit rates further and to set up five private banks.
They also reiterated their intention to establish a bank deposit protection scheme
related to the grand reform agenda at the 3rd Plenum of the 18th CPC Party Congress.
Most recently, Beijing has introduced a series of pro-growth measures to stabilize
growth as a mini stimulus package, including:

Accelerating fiscal expenditure in infrastructure;

A compositional shift in fiscal expenditure by cracking down on extravagance
expenditures and administrative expenses;

Accelerating administrative reform;

Service sector reform;

Resource pricing reform that aims to fix the distortions of a government-
controlled resource product pricing mechanism.

These reforms may be connected to the recent depreciation of the renminbi (RMB). It
seems that markets are confused and concerned about these mentioned reforms, and
recent market data from China is contradictory.

The final reading of the China Manufacturing PMI in March confirmed the weakness of
domestic demand conditions. This implies that 1Q GDP growth is likely to have fallen
below the annual growth target of 7.5%. It seems Beijing plans to fine-tune policy
sooner rather than later to stabilize growth. February data also confirm that growth in
China is slowing. Industrial output rose by 8.6% in January and February together,
while investment rose by 17.9% and retail sales were up by 11.8%. All were lower than
4Q growth. We expect output to be moderate this year, but if the current pace of
deceleration in industrial production continues (based on business cycle analysis), the
risks in the near-term may be to the downside and for this reason the GDP growth
forecast has been slightly revised down to 7.5% for this year, compared to 7.6% as
projected last month. This is in line with the government’s 7.5% target.

China’'s economic slowing reflects short-term pain as new leaders attempt to steer
economic restructuring. Several factors could have contributed to the softened growth
momentum:

Normalizing the monetary policy and addressing credit imbalances have caused
the economy to slow;

The manufacturing industry is facing overcapacity and declining rates of return.
Cutting capacity in “old China” industries is hurting growth momentum while the
“new China and high value-added” sectors are picking up;

Encouraging public consumption as well as public investment;

Household income growth, especially for urban households.

OPEC Monthly Oil Market Report — April 2014 29



Graph 3.19: Chinese PMIs Graph 3.20: Chinese GDP growth, SAAR
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OPEC Member Countries

Last month, Fitch Ratings upgraded the credit rating of Saudi Arabia to AA with a
stable outlook, which is higher than many emerging and developing economies. The
upwards revision is believed to be mainly driven by the continued improvement in the
economy over the past years. The SABB HSBC PMI of March signalled the index well
above the no-change line despite the moderation from February’s figure. The PMI
posted 57.0 in March, compared to 58.6 a month earlier. The survey showed a record
surge in exports from the country’s private non-oil producing sector.

In Iraq, consumer prices decreased by 0.9% y-o-y in February, while the 12-month
inflation rate was 3.0% higher due to a 7% increase in food prices. International
reserves in Iraq grew to $78 billion at the end of 2013, from $71 billion a year earlier.
This accounts for approximately 10 months of imports of goods and services. Retail
trade and construction have led non-oil activity to grow by 7% y-o-y in 2013.

Graph 3.21: Saudi Arabia and UAE: manufacturing PMIs
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In the United Arab Emirates (UAE), non-oil private sector companies reported an
output increase in March with the PMI reaching 57.7, up from February's 57.3. The
survey showed that order intakes had their second-sharpest performance in the series’
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history. New export business accelerated last month, though the rate of expansion has
eased from February's record high. In line with trends for output and new orders,
purchasing activity rose in March.

Other Asia

Last month, the Central Bank in Vietnam reduced the refinance rate from 7% to 6.5%.
This was intended to support business by spurring credit growth. The central bank data
showed that lending contracted by 1.05% in March from the end of 2013, while the
government’s growth target stands at between 12%-14% in 2014. In its attempts to
attract more foreign investment, Vietham is trying to create favourable conditions for
foreign investors to take part in the sale/purchase of bad debt. Earlier this year,
foreigners were allowed to buy larger stakes in the country’s banks. The new entity
bought bad debt of around $1.9 billion worth last year and may buy more than four
times this amount in 2014. Furthermore, a legal framework is to be set up to help
create a regulated market for bad debt. The successful management of bad debt would
support lending and businesses, in addition to providing a less risky environment for
foreign investment. Inflation in Vietham registered 4.7% y-o0-y, signalling the slowest
pace since November 2009, while exports perked up by 12.3% y-o0-y in January and
February of this year. The HSBC manufacturing PMI showed that new orders rose at
the fastest pace since October 2013. The reading was up slightly from 51.0 in February
and pointed to a seventh consecutive monthly improvement in operating conditions.

Graph 3.22: Manufacturing PMIs in Other Asia
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The recent months’ increases of electricity tariffs and subsidized fuel are putting
pressure on inflation in Malaysia. Inflation climbed by 3.4% y-o0-y in January, the
fastest pace since October 2011. Thus, the more downside risks to the nation’s GDP
growth are now officially acknowledged by the central bank, which brought down its
lower range of 2014's growth to 4.5% from 5.0%. Accordingly, the officially forecasted
range now stands between 4.5% and 5.5%. Last year, portfolio investment outflow from

Malaysia amounted to around 2.8 billion ringgit against an inflow of 58.4 billion ringgit in
2012.

In Indonesia, inflation eased to 7.8% in February, dipping below 8% for the first time
since October of last year. Bank Indonesia maintained the reference rate at 7.5% on
the back of slowing inflation and a strengthening rupiah. The Ministry of Finance
expects a possible growth slowdown this year of 5.5%-5.8%, the least since 2009, as
the government is trying to limit the current account deficit. The country's
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manufacturing sector continued to grow, but at a slower pace, with the manufacturing
PMI dropping slightly, close to 50. The PMI posted 50.1 last month, down from 50.5 in
February, with output contracting despite faster growth seen in new orders.

In Taiwan, the PMI in March showed that business conditions improved at the slowest
pace in six months, posting 52.7, down from February’s 54.7. The survey indicated that
both output and new orders have expanded at weaker rates.

Africa

The tourism sector in Morocco registered record arrivals in 2013 of more than
10 million, a 7% increase over the previous year. In 2014, official forecasts point to an
8% increase. The sector generated more than 20,000 jobs last year and was expected
to continue being a key driver of the economy, accounting for around 9% of the GDP.

In Tunisia, the unemployment rate edged lower during 4Q13 but remained elevated at
15.3%, as shown by the National Institute of Statistics. This figure compares to 15.7%
unemployment in 3Q13 and 16.7% in 4Q12. The number of jobs created rose to 27,500 in
4Q13, from 25,900 in the previous quarter, while Tunisia's labour force grew by 16,800.
The service sector accounted for the major share of employment at 51%, followed by
manufacturing (19%), agriculture (15%) and the non-manufacturing sector (15%).

Egypt's urban consumer price index inflation moderated to a 9.8% annual rate in
February, from 11.4% y-o0-y in January and 11.7% y-o0-y at the end of 2013, according
to recent data from the country's Central Agency for Public Mobilization and Statistics
(CAPMAS). On a monthly basis, consumer price inflation continued apace, rising 1.0%
during the second month of 2014. The economy's PMI showed a fractional
deterioration in private sector business conditions with the headline index falling slightly
from February’s 50.0 to 49.8. The survey indicated that the rate of job shedding has
eased to an 18-month low.

Graph 3.23: Manufacturing PMIs in South Africa and Egypt
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In South Africa, the South African Chamber of Commerce and Industry's business
confidence index increased to 91.9 in February, after slowing to 90.5 in January;
however, the expected trade activity index remained unchanged over the same period.
The First National Bank and Bureau of Economic Research business confidence index,
which measures confidence on a quarterly basis, sank back to 41 in the first quarter,
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following a reading of 43 index points in the previous quarter. Retail trade in South
Africa showed a slow start to the year.

Latest official data shows South Africa's seasonally adjusted real retail sales were up
6.0% y-0-y in January, from 4.1% y-0-y in December 2013; however, this increase only
reflects the previous year's low base. A more accurate picture can be gained from the
slowdown on a monthly basis, as growth slowed to 0.8% m-o-m in January, from an
increase of 1.0% m-o-m in the previous month. Inflation in South Africa increased to
5.9% y-0-y in February 2014 from 5.8% y-0-y in January 2013. On a monthly basis,
prices accelerated by 1.1% m-o-m from 0.7% m-o-m in the previous month. The rise in
inflation is attributed to the more expensive fuel and health insurance.

Fuel price increases added 0.3 pp to the overall rise in monthly inflation, while
miscellaneous goods and services, mainly an increase in health insurance prices,
added 0.6 pp. Services inflation jumped 1.5% m-o-m and goods inflation by 0.8%
m-0-m between January and February 2014. The PMI survey showed that mining
strikes caused a contraction in private sector output in March. The seasonally adjusted
headline PMI fell from February’s 51.5 to 50.2 in March, signalling the weakest
improvement in operating conditions in the current six-month period of growth.

Latin America

Moody'’s rating agency downgraded the rating for Argentina's public debt by one step
to Caal, citing the increased risk to debt service for government bonds given a
significant deterioration in the country’s foreign exchange reserves and unclear policy-
making by local authorities. The country’s foreign exchange reserves deteriorated over
the past three years from $52.7 billion in 2011 to $27.5 billion in 2014. The outlook on
the rating was set as stable, from negative. Argentina's national statistics institute
published the second data point of the new consumer price index (CPI). According to
the data release, Argentina's monthly consumer inflation was 3.4% m-o-m in February
2014, compared to the 3.6% m-o0-m registered in January 2014.

Chile's Central Bank released national income accounts data showing that the
economy expanded by 2.7% y-o-y in 4Q13, decelerating the growth pace and
contrasting the stronger rates posted in the first three quarters at 4.9%, 3.8% and
5.0%, respectively. Overall, GDP expanded at an annual rate of 4.1% for 2013,
following 5.4% in 2012.

In Peru, the Central Bank kept the monetary policy rate unchanged at 4.0% in March
amid mixed signals on the balance of risks. According to the Central Bank, such a rate
level aligns with projected inflation at 2.0% in 2014-15. Inflationary expectations are
aligned with the inflation target range while GDP growth rates continue to be below
potential.

Transition region

In Poland, retail sales data for early 2014 signal that household demand has continued
to strengthen after rising 2.1% y-0-y in 4Q13. Retail sales soared to 7.0% y-0-y in
February, the highest rate since May 2012. According to Poland's Central Statistical
Office, retail sales rose in nearly all categories in February, with declining fuels serving
as the only mitigating factor. Sales of cars soared 24.9% y-0-y in February as
consumer confidence increased to its highest level since December 2010 before falling
back modestly in March. Consumer sentiment has benefited from an improving labour
market as enterprise employment jumped 0.7% y-0-y in February, marking the fifth
straight month of growth. Moreover, the registered unemployment rate also decreased
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to 13.9% in February, down from 14.4% a year earlier. That marked the strongest y-o0-y
improvement in the jobless rate since January 2009. The Polish manufacturing
economy continued to expand last month, though at a relatively slower pace. The
manufacturing PMI posted 54.0 in March, down from February’s 38-month high of 55.9.

The survey highlighted a weaker rise in new orders, which reflects a slower growth in
exports.

Graph 3.25: Manufacturing PMIs in transition region
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Last month, the National Bank of Hungary continued its easing policy by reducing the
main policy rate by 10 basis points to 2.60%. This is the 20th consecutive reduction in
as many months, although the size of the cuts has decelerated, bringing the interest
rate to a new record low. In the Czech Republic, the manufacturing economy
remained strong last month despite the fall in its PMI from February’s 34-month high.

The index fell to 55.5 last month from 56.5 in February, still well above the long-run
average of 52.5.

According to the latest balance of payment data published by the National Bank of
Belarus, the current account of the country in 2013 posted a deficit totalling
$7.3 billion. This result represents a near tripling of the gap compared with 2012. In the
fourth quarter, the deficit stood at $2.0 billion, which marks a widening of 11% y-o-y
and of some 4% g-0-q. The goods trade deficit, in particular, amounted to $4.5 billion in
sharp contrast to the 2012 surplus of $565 million. Financial account results show that

the FDI account deficit widened by some 58% compared with 2012 to stand at
$2.1 billion.
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Oil prices, US dollar and inflation

In March, as in the previous month, the US dollar was relatively resilient compared to
its major currency counterparts. Interesting developments were once again observed in
the emerging market currencies. While the slight decline of the yuan continued, the
Indian rupee recovered from its decline that started last year and reached a level of
below INR60/$ at the end of March for the first time since July of last year.

Compared to the major currencies, the US dollar changed only slightly on a monthly
average. Compared to the euro, the US dollar fell by 1.2% in March and stood at a
monthly average of $1.3822/€. Versus the Japanese yen, it gained 0.1% to reach
¥102.273/$. Compared to the pound sterling, it fell again for the fourth consecutive
month by 0.5%, while compared to the Swiss franc, it declined by 1.5%. With the
ongoing recovery in the US, the tapering of the US Fed, the expectation of continued
monetary stimulus from the ECB and the ongoing efforts to stimulate the economy by
the the BoJ, and given the current slow-down in the emerging markets, the US dollar
should be expected to appreciate in the coming months. However, capital inflows into
the peripheral economies of the Euro-zone have kept the euro unexpectedly strong so
far.

In nominal terms, the price of the OPEC Reference Basket (ORB) declined by a
monthly average of $1.23/b, or 1.0%, from $105.38/b in February to $104.15/b in
March. In real terms, after accounting for inflation and currency fluctuations, the ORB
declined by 2.0%, or $1.09/b, to $62.35/b from $63.44/b (base June 2001=100). Over
the same period, the US dollar fell by 1.0% against the import-weighted modified
Geneva | + US dollar basket” while inflation was unchanged.

" The ‘modified Geneva 1+US$ basket’ includes the euro, the Japanese yen, the US dollar, the pound sterling and the
Swiss franc, weighted according to the merchandise imports of OPEC Member Countries from the countries in the
basket.
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World Oil Demand

In 2013, world oil demand remained relatively unchanged, with total world oil
demand growth standing at 1.05 mb/d to average 90.01 mb/d. For 2014, growth is
expected to be around 1.14 mb/d, unchanged from last month’s forecast of
91.15 mb/d. The bulk of the growth will be seen in non-OECD, as most of the
OECD is still in contraction.

In OECD Americas, the slow-down in US oil demand figures witnessed at the
beginning of 2014 were mainly attributed to lower consumption of transportation fuels
due to exceptional cold snaps in the northern hemisphere. The remarkable oil growth
gains recorded in 4Q13 didn't last into 2014 or at least the first two months. Actual data
and preliminarily data for the months of January and February 2014 indicate a slower
momentum in US oil demand, with the bulk of this slowdown attributed to lower
consumption of gasoline as well as propane/propylene.

In OECD Europe, the oil consumption situation is relatively unchanged from last
month. Oil demand in the Big 4 consuming nation