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is good news for oil industry

i

t seems an eternity since we last saw
such an encouraging economic outlook for the OECD as we do now.
Perhaps we have to look back more
than half a decade to 2007.
Indeed, the December 2007 issue of the OPEC
Monthly Oil Market Report (MOMR) forecast 2.3 per
cent for OECD GDP growth in 2008. That was consistent with a pattern of 2.7 per cent in 2007 and
annual figures of two-to-four per cent growth for
all the previous 13 years bar two.
We all know what happened next. The economic
crash in 2008, with just 0.1 per cent average annual
growth for the OECD. This was followed by minus
3.5 per cent in 2009 and derisory 1.8, 1.5 and 1.2
positive percentage rates in 2011, 2012 and (latest estimate) 2013, respectively. While it is true
that the missing year here, 2010, saw a seemingly
healthy 2.9 per cent, that was only to be expected
after the extreme low of the year before.
And so it is with cautious optimism and guarded relief that we read in September’s MOMR such
extracts as: “Overall, developed economies are
recovering — albeit from low levels;” and “The
main impetus behind this (second quarter) pickup in activity has come from the OECD economies,
with a healthy performance in the US and the
Euro-zone returning to growth after 18 months
of recession.”
However, one swallow doesn’t make a summer,
as the expression goes, and we must wait a while
longer to see how this positive trend develops.
Even the OECD itself warned early in September
that, while there was a moderate recovery in the

advanced economies, global growth was sluggish
and risks remained.
Nevertheless, few will deny that the economic
outlook for the OECD is brighter now than it has
been for a long time. Recessions, by definition,
don’t last forever.
All this is good news for the oil industry.
As the September MOMR puts it: “The recent
positive developments in the OECD economies have
already resulted in a gradual improvement in oil demand.” It noted that the world oil demand growth
estimate for 2013 had been revised up slightly since
the August issue, by 25,000 barrels/day, “reflecting
higher-than-expected actual data for the first half of
the year, as well as positive signs of improvement
in major OECD economies, particularly in the US,
UK and Germany.”
Of course, at this point, we are not overlooking
what is happening elsewhere in the world economy.
High levels of growth in major emerging economies
have been making the pace so far this century, in
terms of annual rates, even though there has been
an easing of this recently. Globally, this has helped
compensate for the weak performance of the OECD
area since 2008.
But the fact remains that a healthy oil market
needs a strong, sustainable performance from the
OECD economies if it is going to function at its best
in the future.
Therefore, let us hope that the present positive
trend in the OECD quickly consolidates itself, providing a sound base for steady growth in the world
economy and a brighter outlook for the oil industry
as a whole.
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Asia Forum

Roundtable reaffirms
Asia’s growing importance
to global economy,
oil sector

Sustained and enhanced energy cooperation is seen as

the Republic of Korea, and held in the country’s capital,

an essential requisite for supporting the continued robust

Seoul, in September.

OPEC bulletin 9/13

economic growth of the Asian region, which will account

4

for the lion’s share of future oil demand.

The two-day forum, convened under the theme of
‘Limited energy, unlimited Asia and growing together’,

That was one of the key messages to emerge from

was attended by high-level oil and energy officials

the 5th Asian Ministerial Energy Roundtable, chaired by

from over 20 Asian countries, including OPEC Member

Yoon Sang-jick, Minister of
Trade, Industry and Energy
of Korea, which hosted the
Roundtable.

States, as well as the heads of key international

Trade and Cooperation’; and ‘Sustainable Energy and

organizations.

Inclusive Growth of Asia’.

The gathering, which was co-chaired by Qatar, con-

These objectives included promoting energy security

firmed the growing importance of Asia not only to the

in Asia through cooperation and dialogue to maximize

international energy sector, but also to the health of the

supply and demand transparency; and enhancing coop-

global economy as a whole.

eration among producing and consuming countries and

In a concluding statement, delegates agreed that to
meet the expected increase in oil and gas trade volumes

international organizations with the goal of establishing
a steady energy market.

in the region, it was important to seek avenues for sus-

Other shared aims comprised improving the timeli-

taining and improving the efficiency and functioning of

ness, completeness and consistency of the Riyadh-based

the markets.

Joint Organizations Data Initiative (JODI); and developing
and expanding the current domestic response system to

Producer-consumer dialogue

oil price and supply instability into a bilateral or multilat-

“In order to address jointly the dynamic, ever-chang-

management.

ing nature of the global energy market, while striving to

In addition, delegates sought to boost the current

achieve sustainable and inclusive growth, participants

efficiency levels of the Asian oil and gas trade market;

noted the importance of a continuing and strengthened

strengthen international cooperation and the channels of

producer-consumer dialogue, on both regional and global

communication; improve regional resource development,

levels,” commented the statement.

especially technical manpower exchanges; enhance dia-

Delegates also stressed that in the interest of achiev-

logue in domestic natural gas policies and pricing strat-

ing sustainable growth and addressing challenges related

egies; promote renewable energies and related ‘green’

to climate change, joint efforts were required to study and

industries, as well as energy-efficiency measures and cli-

assess alternatives related to clean energy sources and

mate change response measures relating to clean energy;

energy efficiency technologies.

and strengthen regional cooperation with regard to the

The Roundtable drew up a 12-point list of shared
objectives covering ‘Growth and the Energy Outlook of
Asia’; ‘Asia’s Response Strategy for Oil and Gas, Stocks

advancement of smart grid-related investment, deployment and technology standards.
The Roundtable was divided into three working
Photographs in this feature courtesy IEF.

OPEC bulletin 9/13

eral joint stockpiling system and producers’ production
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Asia Forum
Ali I Naimi, Saudi Arabia’s Minister of Petroleum
and Mineral Resources.

Mohammed Bin Saleh Al-Sada, Qatar’s Minister
of Energy and Industry.

Iran was represented by its OPEC National
Representative, Safar Ali Keramati.

sessions — ‘Asia growth and the energy

El-Badri noted that the Asian region accounted for

outlook’; ‘Focus on oil and gas: storage,

around 50 per cent of the world’s population increase

trade and cooperation’; and ‘Finding a

from 2000 to 2012 and was expected to account for close

shared, sustainable path forward’.

to 40 per cent of the growth from now until 2035.

Yoon Sang-jick, Korean Minister of

“The Asian region has helped
sustain global economic
growth over the last few years.
And economies across the
region are continuing to show
positive signs of growth
going forward.”
— Ali I Naimi

Trade, Industry and Energy, who chaired
the opening session, stressed that Asia
played a pivotal role in the global energy

Looking at economic growth, El-Badri observed that while

scene.

the OECD region had seen an average growth rate of 1.8

He also highlighted the importance

per cent between 2000 and 2012, Asia and Oceania —

of further building regional coopera-

excluding China — had seen 5.5 per cent growth. China

tion to enhance growth in Asia, so that

alone over this period expanded at 9.8 per cent. And

the region could realize its unlimited

India was at 7.6 per cent.

potential in the ever-changing energy
environment.
“Asia will continue to be the engine

OPEC bulletin 9/13

“The region has been the most dynamic in terms of
trade, with exports and imports both witnessing significant growth. This trend will continue,” he maintained.

of economic growth and energy demand

“Within a few years, Asia will not only be the world’s

in the decades ahead and its ascent is

largest producer of goods and services, but the largest

already one of the defining characteris-

consumer of them as well.”

tics of the 21st century,” OPEC Secretary

He stated that when looking at oil and energy demand,

General, Abdalla Salem El-Badri, told the

the numbers reflected a similar message. Of all world

forum’s opening panel discussion.

regions, Asia had seen the greatest energy demand

“The world’s economic and energy

6

Dynamic Asia

increase since 2000.

landscape is changing — and Asia is at

In terms of oil, El-Badri said demand in the Americas

the very heart of it,” he said, sharing the

and Europe since 2000 had fallen by 2.3 per cent and

speakers’ podium with the heads of the

12.4 per cent, respectively, whereas Asian oil demand

International Energy Forum (IEF) and the

had increased by 41.5 per cent.

International Energy Agency (IEA).

“This equates to an addition of over eight million

Suhail Mohamed Al Mazrouei,
UAE Minister of Energy.

Mustafa Al Shamali, Kuwait’s Deputy Prime
Minister and Minister of Oil.

barrels/day, with Asian oil demand currently standing
at more than 29m b/d.”

OPEC Secretary General, Abdalla Salem El-Badri.

He said that hand-in-hand with
this growth was increased demand for

Looking ahead, the OPEC Secretary General said

energy. This growing demand in Asia was

global energy demand was expected to expand by more

derived from increasing populations,

than 50 per cent by 2035, with Asia again seeing the larg-

greater urbanization and rising income

est increase.

levels.

Oil demand was expected to increase from just below

“If new businesses are to prosper,

90m b/d in 2013 to around 109m b/d by 2035, with

they require energy. If living standards

around 88 per cent of this increase expected in Asia (see

are to continue to rise, they need energy.

El-Badri’s full address on page 12).

This is natural and to be expected,” he

Also on the panel, Ali I Naimi, Saudi Arabia’s Minister

maintained.

of Petroleum and Mineral Resources, said the Roundtable

But while these issues posed clear

presented a vital opportunity to promote dialogue

challenges for policymakers, they also

between oil-producing and consuming nations in Asia.

presented great opportunities for part-

“The Kingdom of Saudi Arabia has forged particularly

nerships and joint ventures, he stated.

close energy bonds with Asian nations over the past dec-

The Minister pointed out that Saudi

ades. These relationships are based on trust and friend-

Arabia had entered into a number

ship, both business and personal,” he stressed.

of enduring trade and business rela-

“Within a few years, Asia
will not only be the world’s
largest producer of goods
and services, but the largest
consumer of them as well.”
— Abdalla Salem El-Badri

tionships within Asia, many based on
energy, but also in a broad range of other
industries.

Speaking on Asia’s key role in world energy affairs, Naimi

“Saudi Arabia has also played its

highlighted the importance of the region to the global

role in terms of being a stable and reli-

economy, particularly in terms of trade and energy.

able supplier of energy within Asia. In

“The Asian region has helped sustain global eco-

fact, we have been Asia’s greatest sup-

nomic growth over the last few years. And economies

plier over the decades and I am sure this

across the region are continuing to show positive signs

will continue well into the future.”

of growth going forward,” he affirmed.

Turning to current energy issues,

OPEC bulletin 9/13

Sustaining world growth
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Asia Forum

the Saudi Minister said that, clearly, geopolitics — and

Another panel member, Suhail Mohamed Al Mazrouei,

speculation about geopolitics — was impacting prices at

United Arab Emirates (UAE) Minister of Energy, stressed

the present time.

the current role played by his country in meeting the needs

“But, for the record, oil market fundamentals are
good. The market is well-balanced and stocks remain
within range.”
Naimi said he wanted to repeat the message that
Saudi Arabia and other oil producers remained willing
and capable of meeting any additional demands.
He said another topic attracting attention today was

of the Asian market for energy.
He also highlighted the strategy adopted by the UAE
in the diversification of energy sources — to ensure that
the UAE maintained its position as a major hydrocarbon
exporter.
“The focus is on widening domestic sources of energy
for electricity (renewables, nuclear etc.) so that the coun-

the rise and impact of tight or shale oil and gas.

try maintains its petroleum exports,” he affirmed.

Asia’s shale potential

consume large amounts of its own production, perhaps

Al Mazrouei pointed out that the UAE would need to

While the United States was taking a lead, he said, Asia
also had potential.
“I welcome these developments. As I have stated
before, I see these new reserves bringing increased depth
and stability to world markets.

tion capacity to 3.5m b/d by 2017, from its current capacity of 3m b/d.
Meanwhile, the Secretary General of the IEF, Dr
Aldo Flores-Quiroga, said in his paper submitted to the

“Greater demand in Asia will require increased sup-

Roundtable, that Asia’s rapidly growing economies were
expected to remain the primary drivers of increasing global

ment to Asia will remain unwavering,” he professed.

energy demand for the foreseeable future.

ment in energy infrastructure.

This, he said, was due to their rising per capita
incomes, on-going industrialization, urbanization and

“While locating and extracting new resources is one

greater reliance on transportation and motorization,

thing, getting it to people and industry requires long-term

which, when combined, would boost Asia’s demand for

plans and large investments.

oil, natural gas, coal, and electricity.

“Ultimately, stable prices are key to this. That is why

“In the face of the recent global financial crisis, devel-

the IEF has such a vital role to play and why I call on all

oping Asia has managed to post solid GDP growth rates

nations in Asia to continue to support the work of the IEF

and numerous outlooks and forecasts expect the region

in helping increase transparency.”

to sustain its momentum,” he observed.

Looking to the future, Naimi said prospects for global
economic growth appeared positive.

Yet, in support of energy security, dialogue among
the Asian sub-regions would continue to be required to

“And I cannot help but notice that this upturn in

understand energy trends, clarify policy intentions, iden-

potential is closely tied to developments in the increas-

tify solutions to shared challenges, seize new opportu-

ing range of energy supplies.

nities, and in general promote collaboration for stable,

“I hope that policymakers and energy companies take
a long-term view that places economic development and
rising living standards before short-term profits.
“Also, I hope that all parts of the energy industry

transparent and sustainable markets, he stated.
Flores-Quiroga pointed out that the Asia-Pacific region
had accounted for around 70 per cent of growth in global
oil demand over the last ten years.

can increasingly work together to ensure price trans-

And, according to virtually all major forecasters, the

parency and that this, in turn, helps bring greater price

region was likely to account for around 75 per cent of the

stability.

entire increase in expected oil demand over the next 20

“And, of course, I trust that all new developments
take into account the importance of protecting the environment for future generations.”
OPEC bulletin 9/13

He also noted the UAE’s plan to increase its produc-

plies, from wherever they come. Saudi Arabia’s commitNaimi said a third issue facing all nations was invest-

8

1.8m b/d of oil by 2024, if it did not pursue this policy.

Naimi concluded by saying that Saudi Arabia would
continue to meet all the demands placed upon it and
would continue to be a trusted partner within Asia.

years, with almost all demand growth occurring in developing economies.
“Much of this growth will continue to be driven by
transportation of people and goods,” he said.
Along with others, he also highlighted the importance
of cooperation to increase market data transparency,

“Dialogue among the Asian
sub-regions will continue to
be required to understand
energy trends, clarify policy
intentions, identify solutions
to shared challenges,
seize new opportunities,
and in general promote
collaboration for stable,
transparent and sustainable
markets.”

Secretary General of the IEF, Dr Aldo Flores-Quiroga.

which was fundamental for sound policy and investment
decisions.
Significant progress had been made to increase oil
and gas data availability from Asia under the JODI platform, he said, but enhanced cooperation would be needed
to expand the database and guarantee its reliability.

Promoting energy security

— Dr Aldo Flores-Quiroga

In concluding remarks, Flores-Quiroga said a fundamental objective of international energy cooperation was to
promote energy security through markets that were staThe IEF head added that if the speed and scale of

“These three characteristics are interrelated and can

Asian energy demand growth continued close to the

only be pursued as objectives to the extent that progress

trends observed during the previous decade, it posed a

is made in understanding their determinants. Market sta-

number of questions, including what should the appro-

bility is closely linked with adequate investments on both

priate policy responses be to promote orderly markets,

the supply and demand side, sufficient to create neces-

what must the aim of international energy cooperation

sary buffers for production and consumption to adapt to

be and what were the prospects for Asian energy supply

changing market circumstances.

growth, both from indigenous production and imports?

“Better data are required to improve investment plan-

Chairing the second session, Mohammed Bin Saleh

ning and execution, which have considerable impact over

Al-Sada, Qatar’s Minister of Energy and Industry, also

the medium- and long-term behaviour of price signals.

highlighted to participants that the essential focus of

Sustainable national energy systems can be built eas-

international energy demand was shifting to Asia, giving

ier in an environment of stability and transparency,” he

it increasing influence.

affirmed.

In urging concerted cooperation between producers

OPEC bulletin 9/13

ble, transparent, and sustainable.
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Asia Forum

and consumers, and stressing that “our economies are

promoting investments. Producers wish to invest in refin-

linked together”, he underlined the importance of stable

ing and petrochemical projects in the promising Asian

energy markets in enhancing regional trade to benefit

markets on a win-win basis — to help meet growing Asian

producers and consumers alike.

demand, but ensuring added value for their investments,

“The developments in the gas industry have made
it mandatory for energy producers to open the door to

with producers’ economies so dependent on oil and gas,”
he remarked.

more cooperation in a way that guarantees the stability

In this regard, he said, security of oil demand was as

of the market and reduces the consequences of geopo-

important to producers, as security of supply was to the

litical disturbances on supplies and price,” he affirmed.

consumers.

Information system

Middle East to the global energy map. It was the most

Al-Sada called for the creation of an easily accessible and

decades to come.

Al Shamali also highlighted the significance of the

reliable information system on energy reserves for reducing shocks on prices and supply fluctuations.
The system, he maintained, would be essential for analyzing supply and demand balance as the main defense

important energy supplier in the world and would be for
“The Middle East holds 48.8 per cent of the world’s
oil reserves and 43 per cent of global gas deposits. This
region exported 19.6m b/d of crude oil in 2012, some
35.6 per cent of world trade in that year,” he said.

against fluctuations caused by geopolitical tensions.

He reaffirmed his country’s oil investment and expan-

The Minister also pointed to the strong relations that

sion projects, which were aimed at reaching the produc-

had been established between Qatar and South Korea

tion target 4m b/d by 2020, compared with 3.2m b/d

over many decades, stating that his country was interested

now, a move that would help ensure stable crude supply

in the technological and human resources advancements

to Asia.

achieved by South Korea.
He pointed out that the vessels that carried LNG to the
coasts of South Korea were built by South Korean companies, such as Hyundai, Samsung and Daewoo, for his
country’s RasGas and Qatargas.
This year Qatar was expected to supply South Korea

Kuwait also planned to develop its non-associated
gas reserves to ultimately reach two billion standard cubic
feet per day by 2020.
“Currently, our non-associated gas production averages 140m cu ft/d, so, there is a big challenge facing us
ahead.”

with more than 13m tonnes of LNG, sourced mainly from
RasGas and Qatargas.
“South Korean companies in Qatar have accomplished more than 90 strategic projects and are currently

Al Shamali said Kuwait was proceeding with integrated

working on a number of projects such as Lusail, Barazan

downstream projects in Vietnam and China, while evalu-

and Doha Metro, which reflects the big confidence in our

ating a few others.

partnership with Korea,” he affirmed.
A member of the panel in this session, Mustafa Al
Shamali, Kuwait’s Deputy Prime Minister and Minister

to raise capacity from the current level of 930,000 b/d
to 1.4m b/d by 2018.
This, said the Minister, would be achieved by build-

decades would be driven by Asian economies, with most

ing a grassroots refinery with the capacity of 615,000 b/d

of this in developing Asia. China would continue to see

for the production of low-sulphur fuel oil for power gen-

the largest expansion.

eration inside Kuwait, as well as upgrading two existing

efit from increased trade in energy,” he professed.

OPEC bulletin 9/13

As for domestic downstream projects, the plan was

of Oil, said much of the energy growth for the next few

“The economies of Asia are well positioned to ben-
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Downstream projects

plants for the production of clean products, mainly for
export purposes.

Al Shamali called on Asian energy leaders to continue

Iraqi Oil Minister, Abdul-Kareem Luaibi Bahedh, was

to plan and invest over the long-term to provide energy

also in attendance at the Roundtable (see story on oppo-

“responsibly, reliably and safely” and also to constantly

site page), while Iran was represented by its OPEC National

balance economic and human progress with the desire

Representative, Safar Ali Keramati.

for environmental protection.
“Energy policies are the key to enhancing and

The 6th Asian Ministerial Energy Roundtable will be
held in Qatar in 2015.

Iraq to have strategic oil storage
in Korea

Iraq plans to have a crude oil storage facility amounting to four million barrels in the
republic of Korea, so that in can have its oil
close to the fast-growing Asian markets.
Iraqi Oil Minister, Abdul-Kareem Luaibi
Bahedh, was quoted as saying that the oil
for storage would be shipped to Korea later
this year, or early in 2014.
Speaking to reporters on the sidelines of the 5th Asian Ministerial Energy
Roundtable, which he attended, he disclosed that Korea would have preferred
rights to use the stored oil in case of
emergency.
The Minister announced that Iraq,
which is one of the top crude exporters

Iraqi Oil Minister, Abdul-Kareem Luaibi Bahedh.

to Korea, had plans to set up an office in
Seoul for oil exports.
The storage facility forms part of a com-

Exports were currently running at about 2.5m b/d, while

prehensive cooperation agreement drawn

the government was targeting output of 3.4m b/d by the end

up between Iraq and Korea covering the

of this year.

Korea, which relies almost entirely on
energy imports, reportedly has the capac-

Since 2010, Iraq has signed several development contracts with international oil companies to boost its oil production capability.

ity to store up to 146m b of oil. At the end

This has resulted especially in a substantial boost in out-

of last year, storage amounted to 132m b.

put from the country’s southern oil fields, with majors such

Meanwhile, Bahedh revealed that his

as ExxonMobil, BP and Eni increasing production by 600,000

country was currently producing 3.25m b/d

b/d to 2.9m b/d in 2012.

of oil, and was preparing to add another

Iraq is looking to hike its oil exports to around 2.9m b/d

175,000 b/d to the total with new produc-

in 2014. By 2017, it is looking to be in a position to be able

tion from its Majnoon field.

to export 6m b/d of crude.
OPEC bulletin 9/13

areas of oil, gas and electricity.
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Asia at heart of changing global
energy landscape
— El-Badri

about Asia in the 21st century — that it would increasingly
become the world’s economic centre and that developments in the region would have profound implications
for people, businesses and nations everywhere.
“In fact, all of this is already happening,” he affirmed.
“We can see this when we look at demographic trends,
economic growth rates and energy demand and supply
since the start of this century, as well as projections for
the future.”
In terms of population, said El-Badri, the Asian region
accounted for around 50 per cent of the world’s increase
from 2000 to 2012 and was expected to account for close
to 40 per cent of the growth from now until 2035.
“The region has a young, dynamic and expanding
population,” he pointed out.
Looking at economic growth, he observed that the
region had outpaced others in the period since 2000.
While the OECD had seen an average growth rate of 1.8
per cent between 2000 and 2012, Asia and Oceania —
excluding China — had seen 5.5 per cent growth. China
alone over this period was at 9.8 per cent. And India was
at 7.6 per cent.

OPEC Secretary General, Abdalla Salem El-Badri.

“The region has been the most dynamic in terms
of trade, with exports and imports both witnessing
significant growth. This trend will continue,” El-Badri

Asia will continue to be the engine of economic growth
and energy demand in the decades ahead and its ascent
is already one of the defining characteristics of the 21

st
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century.
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maintained.
“Within a few years, Asia will not only be the world’s
largest producer of goods and services, but the largest
consumer of them as well.”

That was the overriding view put forward by OPEC

He stated that when looking at oil and energy demand,

Secretary General, Abdalla Salem El-Badri, to delegates

the numbers reflected a similar message. Of all world

attending the 5th Asian Ministerial Energy Roundtable in

regions, Asia had seen the greatest energy demand

Seoul, the Republic of Korea in September.

increase since 2000.

During a panel session on ‘Asia Growth and the Energy

In terms of oil, El-Badri said demand in the Americas

Outlook’, he said the world’s economic and energy land-

and Europe since 2000 had fallen by 2.3 per cent and

scape was changing — and Asia was at the very heart of it.

12.4 per cent, respectively, whereas Asian oil demand

El-Badri noted that there had been many predictions

had increased by 41.5 per cent.

“This equates to an addition of over eight million
barrels/day, with Asian oil demand currently standing

these countries are equipped and able to meet this
increase.”

at more than 29m b/d.”

Sufficient resources for future

than 50 per cent by 2035, with Asia again seeing the larg-

El-Badri said he wanted to stress for those worried about

est increase.

there not being enough resources to meet demand that

Oil demand was expected to increase from just below
90m b/d in 2013 to around 109m b/d by 2035, with
around 88 per cent of this increase expected in Asia.

this was not the case.
“There are more than enough resources to meet
expected demand for the foreseeable future.”

On the flip side, however, El-Badri said that Asian oil

El-Badri said that when talking of energy supply, it

supply had only witnessed growth of 1m b/d since 2000,

was also important to highlight tight oil — a development

to stand at close to 8m b/d.

much discussed in global energy circles and one that

“It means that oil demand in the region today exceeds

obviously had implications for Asia and global oil trade.

local supply by over 20m b/d. And this number is expected

In making three points about this development, he

to grow due to further domestic consumption growth,”

said, firstly, it was clear that tight oil developments in

he contended.

the United States were freeing up some global supplies,

“There is no doubt that Asia will continue to be at
the centre of medium- and long-term changes that are
shifting the economic balance of power and altering the
global energy map.”

many of which were now finding their way to meet Asia’s
increasing demand.
Secondly, he said, while some had viewed these new
supplies as a threat to other producers, OPEC welcomed

El-Badri told the panel that there had been sugges-

these developments. “They support the global supply

tions that Asia’s per capita income could rise six-fold in

outlook and provide further proof to consumers that the

purchasing power parity terms to reach European levels

world is not running out of oil,” he stated

by 2050. This would nearly double Asia’s share of global
GDP to over 50 per cent.
“In addition, there is huge potential to ease the plight
of many of those billions in Asia who continue to suffer
from energy poverty,” he professed.

And thirdly, continued El-Badri, while recent developments in the US had been transformative for its energy
industry “we need to see how sustainable this type of
production is in the longer term.”
He said: “For instance, the industry is already see-

Looking outwards, continued El-Badri, Asia’s contin-

ing tight oil fields reach a production plateau after only

ued growth would have further implications for global

a year or so and then witness a steep decline rate. There

trade, interdependence and cooperation, as well as a

have been reports that shale wells can drop off by more

greater role for the region in global affairs.

than 60 per cent within the first year.”

“This growing power and influence also means the
region will increasingly be looked upon to take a lead in

El-Badri said that, in Asia, there was already much
discussion about the potential for shale in the region.

areas such as education, technology and research and

“This leads me to a number of questions: Can devel-

build closer ties, particularly with other emerging econo-

opments in the US be replicated elsewhere? Or is the US

mies in Africa and Latin America.

a unique case? Let us wait and see.”

“This is certainly true in the energy sector as countries

Finally, said El-Badri, from OPEC’s perspective, the

in Asia look for overseas resources to meet their increas-

Organization’s Member Countries remained committed

ing domestic demand.

to making sure their customers received secure and reg-

“For example, we are already seeing a number of

ular oil supplies to meet their demand needs.

Asian oil companies engaging in overseas acquisitions

“We are also committed to broadening areas of

and projects to help secure supplies, with many of these

cooperation, through events like this Roundtable. It is

in other developing countries and regions.

evident today that the importance of dialogue between

“Moreover, it will mean that over the next 20 years

the world’s energy stakeholders — especially in terms

or so, Asia will see energy and oil imports increase from

of bringing together producers and consumers to dis-

almost all regions — but mainly from the Middle East,

cuss the various global and interdependent issues we

where many OPEC Member Countries are located. And

face — has never been greater,” he concluded.
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Looking ahead, the OPEC Secretary General said
global energy demand was expected to expand by more
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SONATRACH
Commemorative book
launched to celebrate
50 years of success

By Scott Laury
The last two years have been monumental for Algeria.

not only to draw a balance sheet of the past five decades

Just last year, it celebrated the 50 anniversary of its

since independence, but it must also be an opportunity

independence with a massive Golden Jubilee celebration

to reflect on the path ahead for Algeria.”

th

marked by fireworks, music and a wide variety of special

Now, less than a year later, Algerians are getting their

events and festivities held in the capital city of Algiers

party hats out once again to celebrate the 50th anniver-

and throughout the country’s 48 provinces.

sary of their national oil and gas company, Sonatrach.

The occasion was also an opportunity to look back

To mark this milestone, the country has designated

and pay tribute to all those who lost their lives in the fight

2013 as ‘The Year of Energy’ and organized special activi-

to win their country’s independence after 130 years of

ties and events nationwide throughout the year. Sonatrach

French rule.

has also developed its own motto to mark the occasion:

The OPEC Bulletin covered this seminal event with a
cover story in its August/September 2012 issue entitled
‘Algeria celebrates 50 years of independence’.

OPEC bulletin 9/13

The article spoke of the many tributes that came into
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‘50 Years in the Service of National Development’.
To top it all off, a 132-page glossy coffee-table book
entitled Sonatrach: Celebrating 50 Years was recently
published.

the country during this special occasion, including one

This handsome publication takes the reader on a jour-

from European Parliament President, Martin Shultz, who

ney through the history of oil and gas in Algeria, providing

eloquently stated: “I congratulate the Algerian people on

thorough background on Sonatrach — from its founding in

reaching this important milestone. Algeria has overcome

1963 to the present. It also profiles its existing Minister

many challenges and hurdles in its first 50 years since

of Energy and Mines, Dr Youcef Yousfi, and looks at the

independence. I would like to pay tribute to Algerian cit-

company’s current and future operational planning.

izens who have never bowed when faced with violence

The Bulletin congratulates Algeria and Sonatrach on

and terrorism — they have withstood them with remark-

this important milestone and takes this opportunity to

able unity, dignity and courage. This day should serve

share some of the historical highlights from the past 50

years outlined in the book, chronicling the company’s

a full-blown oil and gas company, covering services from

impressive rise to become one of the world’s leading oil

upstream to downstream and everything in between.

and gas companies today.

The Fundamental Law on Hydrocarbons
From independence to oil and gas
production

The industry was forever transformed through the years

Though exploration had been going on for years and the

related assets were nationalised and brought under

first major oil field, Hassi Messaoud, was discovered in

Algerian control to be managed by Sonatrach.

that followed as the various foreign-owned oil and gas

1956, Sonatrach was officially founded on December

In 1969, Algeria joined OPEC and on April 12, 1971,

31, 1963, less than 18 months after Algeria gained its

the shift towards nationalisation was made official as

independence.

the Fundamental Law on Hydrocarbons was introduced.

Inaugurated by the new nation’s first President, Ahmed

It abolished the old system of granting concessions to

ben Bella, the company was called the National Company

foreign oil and gas entities and transferred the titles to

for the Transport and Marketing of Hydrocarbons, reflect-

these assets over to Sonatrach.
From this point onward, foreign companies would

That changed in 1966 as the company took on a new

engage in service contracts or enter into joint ventures

name, the name it still uses to this day: the National

with Sonatrach, which would be the 51 per cent owner.

Company for the Research, Production, Transport, Refining
and Marketing of Hydrocarbons.
Along with the name change came a correspondingly

This arrangement began to show its success as crude
oil production in Algeria rose from 36 million tonnes in
1971 to 52m t in 1972.

more ambitious mission, extending its responsibilities to

Other major developments included the completion

also cover research, production and refining. This made it

of a new natural gas pipeline to the terminal at Skikda

OPEC bulletin 9/13

ing its limited role at that time.

15

Anniversary

Algeria’s President, Abdelaziz Bouteflika, addresses the
151st (Extraordinary) Meeting of the OPEC Conference in
Oran, Algeria, in December 2008.

The country also utilized the LNG for factories,
schools and power stations, supplying the nation’s Rural
Electrification Project, which helped deliver electricity to
the nation’s rural inhabitants far and wide.
A new oil refinery was opened at Arzew in June 1973,
and plans were agreed to build a major petrochemical
complex at Skikda.
This momentum of growth in the hydrocarbons industry continued with the construction of new pipelines and
expanded LNG plants, providing a level of prosperity that
enabled the country to balance its national budget.
Throughout the rest of the 1970s, Sonatrach continued to sign supply contracts with various countries, tapand the expansion of Skikda port in the eastern part of

ping into its estimated 12 per cent of the world’s known

Algeria, bringing them up to speed with the existing facili-

natural gas reserves.

ties at the Oran-Arzew site in the west of the country.

Growth in LNG and petrochemicals

OPEC bulletin 9/13

On December 10, 1976, Houari Boumédienne, Algeria’s

As the 1970s progressed, it became clear that the coun-

second President, was elected, ushering in a new, more

try’s natural gas deposits were more abundant than those

socialist economic policy, which included nationalis-

of its crude oil, and therefore a concerted effort was ini-

ing industries that had been run partially or fully by the

tiated to ramp up the production and transport of this

French, including the oil and gas industry.

valuable resource.
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A new President with a new plan

Though he served only two years in office,

Four coastal liquefied natural gas (LNG) export plants

Boumédienne turned the tide for Algeria’s oil and gas

were constructed and the state shipping organization

industry, enabling it to regain control of its precious natural

began to establish a fleet of 13 LNG carriers to transport

resources to help bolster and further develop the country

the product.

and provide an improved quality of life for its people.

In his book on the history of the oil industry, entitled
‘The Seven Sisters’, British author and journalist, Anthony
Sampson, quoted Boumédienne describing his governing philosophy: “The oil-producing countries must be
the spearhead of the revival of the Third World and the
means to an equitable new system of world justice.”
This sent a clear message to the “seven sisters” —
the international oil companies that were dominant in
the market at the time — that the rules of the game were
about to change for good.

Colonel Bendjedid succeeds Boumédienne
On December 27, 1978, President Boumédienne died
at the age of 56. He was succeeded by the army’s most
senior officer, Colonel Chadli Bendjedid, who continued

Algeria is a pioneer in the process of carbon capture and storage (CCS). Its In Salah facility captures
carbon dioxide from the petroleum process and stores it undergound in geological formations.

to promote the strategy established by his predecessor
of borrowing abroad to finance the development of the

pipelines and oil services (geophysics, drilling, well ser-

country’s energy reserves.

vices, oil engineering and research). There were also

Boumédienne would be remembered by citizens

four management companies established to oversee the

across the nation as a leader who courageously fought

industrial sites at Arzew, Skikda, Hassi R’Mel and Hassi

for Algeria’s right to reclaim its own natural resources for

Messaoud.

the development of its vast territory and the necessary
infrastructure to bring it all together.

The company took on a new name — Sonatrach
National Company — and continued to grow and aggres-

In his obituary published in the British Annual Register

sively recruit new staff, which reached a peak of 103,000

of World Events, it was written of Boumédienne: “He was

in 1981, a huge increase from the original 33 employees

no ideologue and his stature as a popular and effective

that started with the company at the outset in 1963.

national leader grew both in Arab countries and in the
world at large.”

Also in 1981, a new gas liquification plant was commissioned in Bethioua, near Oran, with a capacity of 13
billion cubic metres a year.

Tremors rock Algeria and Sonatrach
Race against the Russians

experienced a natural tragedy and a major restructur-

Sonatrach’s efforts to pursue long-term supply contracts

ing at Sonatrach.

were intensified in the early 1980s, due to Russia’s plans

On October 10, 1980, the northern town of Al Asnam
was hit by a severe earthquake registering 7.5 on the

to build a gas supply pipeline from the Urals to Europe
and thereby compete for the same business.

Richter scale, causing massive destruction and thousands

A crucial part of this strategy was the building of the

of lost lives. This disaster occurred just five months after

Trans-Mediterranean (TransMed) pipeline, which helped

a presidential decree was issued, restructuring Sonatrach

bring Algeria’s natural gas to the European continent via

into four separate enterprises.

Tunisia and Italy. This development resulted in the dou-

This process of change at Sonatrach went on until

bling of its total capacity to more than 32bn cu m by the

1985 and resulted in the establishment of 17 compa-

time the second phase of the pipeline was completed in

nies, many of which were named with the prefix EN, which

1994.

stands for National Enterprise.

During the mid-1980s, the international price of

These companies included ENIP for petrochemicals

crude oil was slipping, but Algeria’s increasing sales of

and ENPC for the plastics and rubber industry. Other com-

LNG abroad was able to offset some of the diminishing

panies covered the areas of hydrocarbon refining and

oil revenues.

distribution, fertilizers, construction, civil engineering,

In 1983, gas sales amounted to 70 per cent of the
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The decade of the 1980s began with a jolt as Algeria
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Another significant milestone was reached during that
year when the company began its international expansion, opening offices in London, Tokyo and the United
States.
By the end of the decade, Sonatrach was exporting a
record 17.2bn cu m of LNG and had established mighty
plans to reach its goal of exporting 60–80bn cu m by the
year 2000.

Progress despite political upheaval
On January 11, 1992, the political situation took a drastic
turn, with President Bendjedid being forced out of office
by the Islamic Salvation Front, marking the beginning of
seven years of armed conflict in the country.
Despite this volatile situation, Sonatrach was able
to continue operating at its sites located in remote locations far from the areas of conflict. New partnerships with
foreign companies continued to be developed and an
Algeria’s Minister of Energy and Mines, Dr Youcef Yousfi.

important new pipeline, known as the Maghreb-Europe
Gas Line, or MEG, was built, connecting Algeria to the
Iberian Peninsula, resulting in increased exports to Spain,
Portugal and other European countries.

nation’s income originating from hydrocarbons. By 1985,
the price of oil collapsed, hitting Algeria and Sonatrach
hard.
With a staggering 20 per cent unemployment rate

Launch of Tassili Airlines and international
expansion

and 75 per cent of the population being under the age

In another, somewhat unique business deal announced

of 21, unrest started to set in. In response, financial cut-

in April 1998, Sonatrach, in partnership with Air Algérie,

backs were made in the military and civil services, and

launched its own commercial airline, called Tassili

important projects were put on hold, including housing

Airlines. A year later, the airline began operations and, in

construction and the building of the Algiers subway.

2005, became a wholly-owned subsidiary of Sonatrach.
The airline continues to fly to this day, serving mainly

Pricing and management reforms

destinations in Algeria, but also some routes to Italy.

In 1987, President Bendjedid revised some of his prede-

Understanding (MOU) with Agip establishing a joint explo-

cessor’s policies, enabling Sonatrach to have more flex-

ration and production venture that would operate outside

ibility in setting reasonable prices for it LNG. This change

of Algeria. This was a clear signal that the company was

successfully led to further supply agreements. Later in the

dedicated to continue expanding its operations abroad

year, a new oil field was discovered and discussions were

to create an international footprint.

In May 1999, Sonatrach signed a Memorandum of

held on laying a new pipeline to supply Libya with LNG.
In 1988, further reforms were made by the President
and his government, giving Sonatrach’s management
more control over running the company and its day-to-

In 1999, the Algerian people and Sonatrach breathed a

day decisions.

sigh of relief as the new national President, Abdelaziz
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In that same year, Sadek Boussena, who had been on
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Civil strife comes to an end

the OPEC Board of Governors since 1981, was appointed
to lead the company and also selected later that year to
be Algeria’s Minister of Energy.

Bouteflika, extended an amnesty to all the guerilla factions that had been involved in the civil strife.
The gesture was widely accepted, resulting in victory
for the government and an end to years of painful unrest.

lain dormant during the years of conflict.

Reuters

This meant a renewed push to restart projects that had

Reorganization and new leadership
By the end of 1990s, there were 25 foreign oil and gas
companies operating in Algeria. In 2002, in support of its
increasing international engagement, Sonatrach joined
the International Association of Oil and Gas Producers
(OGP). The company’s leader at the time, Dr Chakib Khelil,
proposed privatizing the company, but in the end, it was
decided to reorganize the national energy sector, moving the licensing and regulatory functions to two newly
created state organizations: Alnaft and the Authority for
the Regulation of Hydrocarbons.
In his comments regarding this significant development, Khelil emphasized Algeria’s commitment to retain-

Abdelhamid Zerguine, Chairman and President of Sonatrach.

ing control of the country’s oil and gas interests, saying:
“The new legislation envisages the reorganization of
the national energy sector and is not a privatization. The
Algerian state has no intention of losing its control.”
The new energy law came into effect in 2006 and
51 per cent stake in all upstream projects. Though some

A new energy mix by 2020

investors saw this as too high, agreements continued to

Looking towards the future, the company has plans to

be made. This development, along with oil prices reach-

reshape its national energy mix by 2020.

ing $140/barrel at that time, helped boost the company’s
revenues significantly by the end of the decade.

A step in this direction was taken in 2012 when new
laws were ratified offering tax incentives to foreign inves-

In 2011, Abdelhamid Zerguine was appointed

tors in non-conventional hyrdrocarbons. International oil

Chairman and President of Sonatrach and serves in that

companies, such as ExxonMobil and Shell, have already

role to date.

shown interest, particularly in shale gas.

Algeria’s new energy law
came into effect in 2006
and mandated that all
foreign investors provide
Sonatrach a 51 per cent
stake in all upstream
projects.
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mandated that all foreign investors provide Sonatrach a
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Today, Sonatrach is the
12th largest petroleum
company worldwide.
It employs more than
120,000 people and
provides 30 per cent of
Algeria’s gross national
product.

HSE, CSR and CCS: a winning trio

A bright future ahead

In addition to its routine operations, Sonatrach is also

Sonatrach has come a long way from its modest begin-

engaged in cultural and social activities in Algeria, as well

nings in 1963 with a mere 33 employees on the payroll.

as promoting the protection of the environment, national

Today, with $72bn in turnover, it is one of the most valu-

heritage sites and promoting best practices across all

able ventures in Africa.

operations through its well-developed health, safety

More than 120,000 employees work in 15 countries

and environment (HSE) and corporate social responsi-

across the world to produce daily 2.7m b of oil equiva-

bility (CSR) initiatives.

lent per year (2012 figure). Sonatrach is the 12th largest

A stellar example of one such programme is

petroleum company worldwide and provides 30 per cent

Sonatrach’s pioneering In Salah carbon capture and stor-

of Algeria’s gross national product. Additionally, it is the

age (CCS) initiative, which takes carbon dioxide that would

fifth largest exporter of natural gas, the fourth-largest

normally be released into the atmosphere and returns it

exporter of LNG and the third-largest exporter of lique-

to its original location — nearly two kilometres under the

fied petroleum gas (LPG).

ground where it is then stored safely within geological for-

The company foresees an investment of $80m in

mations. The captured carbon also has the potential to

the next five years across its various operations to meet

be used for carbon dioxide-enhanced oil recovery (EOR)

growing internal as well as external demand for its pre-

projects.

cious natural resources. On this, its 50th anniversary,

Started in 2004, the CCS technology enables the stor-

Sonatrach indeed has as much to celebrate looking for-

age of approximately 1.2m t of carbon dioxide per year

ward towards the future as it does looking back at the

and it is estimated that 20m t of carbon dioxide will be

last half-century.

re-injected underground for storage during the project’s
lifespan.
The company points out proudly that this would be
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equivalent to removing 250,000 automobiles off the road.
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The benefits of the project far outweigh the costs —
at a cost of $6/t, greenhouse gas emissions are cut by
an estimated 60 per cent.

Right: OPEC Secretary General, Abdalla Salem El-Badri’s
congratulatory letters to Algerian Minister of Energy
and Mines, Dr Youcef Yousfi, and to the Chairman and
President of Sonatrach, Abdelhamid Zerguine, on the
occasion of Sonatrach’s 50th anniversary.
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Spotlight on Oil

The movement of oil
There are four main ways for oil to move from its source

increased need more can be sent. Tankers are capable

to the consumer: tanker, pipeline, rail and truck. The first

of moving very large unit amounts at a comparatively low

two move the vast majority of the world’s oil, with tankers

cost and require medium investment.

accounting for up to 70 per cent of all oil moved. While

Prior to tankers, oil was shipped in small containers

pipelines and tankers are used to move crude oil over

loaded on normal merchant vessels. The first oil tanker

long distances, rail is more of a means of medium haul

steamer came onto the oil transportation scene around

and trucks are normally only used for short distances,

the same time as the first pipeline — in 1873 — in the

for example to bring product to gas stations or army

form of a boat called Vaderland. It was not such an auspi-

bases. Each method of transportation has positives and

cious start … the Red Star Line ship (later sold to a French

negatives associated with it, from cost to practicality to

concern and renamed Géographique), which travelled

volumes moved. Although exact figures are difficult to

from Antwerp to Philadelphia, sank in an October 1889

obtain in the oil transportation industry, certain trends

collision. Another of the original tankers, the Glueckauf,

can be observed.

built in 1886 in Great Britain, sank in New York on March
25, 1893. It was not until the 1940–50s that regular oil
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Tankers

22

shipments began to take place, pushed forward by a rising demand for oil.

One of tankers’ greatest advantages is flexibility. They

Oil shipping has fared better than in its early days,

can move between different regions and if there is an

and now tankers account for one-third of all maritime

We live in a world largely driven by oil, and moving this valuable
commodity from its source to the end-user is no easy task, but an
essential one in ensuring energy security. OPEC, at its Secretariat
in Vienna, keeps a constant watch on the ever-shifting world of oil
transport. The OPEC Bulletin’s Maureen MacNeill reports.

to a large table which considers factors such as quoted

day. Shipping by tanker is now considered to be a reli-

cost and global acceptance.

able and economical way to move crude and refined
products.

Tankers are classified by size and whether they are
“dirty” or “clean”; dirty tankers move crude oil, fuel oil

The current market does have its issues — it is over-

and residual fuel oil, while clean tankers move naphtha,

crowded for one. Several years ago the market was better,

jet/kerosene, gasoline and gasoil. The majority of the

and when business was booming many ships — which

world’s tankers are privately owned; for example, many

have a life-span of up to 25 years — entered the market,

national oil companies own their own fleet.

leading to today’s problem of high idle capacity. The over-

In the bigger picture, tankers are used for more than

production of ships has led to the current situation, in

simply transporting oil. For example, floating storage is

which freight rates barely cover costs.

widespread and common when on-land storage is una-

Low rates have led to an increase in “spot” deliver-

vailable for a certain period. Floating storage also fills

ies, or single deliveries, as opposed to term chartering.

various gaps, such as when a loading vessel does not

The spot market is currently the main market. Freight

arrive, or to accommodate refineries. Yet other, smaller

rates for a given oil tanker cargo are determined by the

tankers move oil from bigger ships into places not acces-

“Worldscale” — a unified system of determining freight

sible by those ships (called ‘lightering’) or work as shut-

rates established in November 1952 at the request of

tle tankers, moving oil from offshore oil fields to onshore

British Petroleum and Shell. The system works according

terminals and refineries.
Photographs in this feature courtesy Shutterstock.

Above: Pipelines have many
advantages for transporting
oil including high capacity
and low costs and pollution
rates.
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trade worldwide, moving about 57 million barrels/
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Tankers account for up to 70 per cent of all oil moved worldwide.

Piracy is a problem sometimes faced by oil tanker

In some countries, pipeline sabotage and theft have

owners. A fully laden tanker can be worth tens of mil-

become looming issues, costing oil and gas pipeline

lions of dollars, and may attract the unwanted attention

operating companies up to several millions of dollars

of pirates. There was a clear increase in piracy incidents

per year in revenue. Safety issues and possible environ-

in 2009. Piracy is estimated to cost the international com-

mental damage are other reasons to be concerned about

munity up to $12 billion.

pipeline theft.

Pipeline

Rail

Pipelines were first used in the United States when the

Oil-by-rail has also been around for a long time. Rail

‘Tidewater’ pipeline opened in 1879. This was half-owned

was first used to move oil from Cleveland to New York

by John D Rockefeller. Rockefeller continued to build pipe-

regularly in about 1870; Rockefeller was involved in this

lines to Buffalo, Philadelphia, Cleveland and New York.

venture as well.

By the beginning of World War I, pipelines were travers-

Oil transportation by rail is increasing in North

ing much of the nation. The number of pipelines in use

America, due to a combination of deficient pipeline capac-

around the world continues to expand rapidly.

ity and rapid growth in shale and heavy oil extraction.

Pipelines have many advantages, including low pol-

The Association of American Railroads has said Class

lution rates when they are well maintained, and the abil-

1 railroads in the US moved 9,500 carloads of oil in 2008

ity to transport oil and products over long distances with

and more than ten times that number — more than 97,000

a high capacity at a low cost.

carloads — in the first quarter of 2013 alone. Canadian

They are generally not affected by weather and have

Pacific Railway (CP) has said it expects to transport 70,000

an economic life of up to 50 years. Among the disad-

carloads of oil this year. Each carries about 600 barrels

vantages are the large capital investments needed, pos-

and that amount will double by 2015.

sible geopolitical issues and inflexibility as a mode of
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transport.
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“Crude by rail remains a complementary and important supply chain option for producers, refiners and trans-

However, in general, pipelines are a good way to move

loaders looking to benefit from the flexibility moving any

oil and many new projects are in the planning stages.

type of crude to any North American market,” said a CP

Pipelines are capable of transporting big values and are

spokesperson in a news article, noting CP is increasing

one of the safest ways to move oil if best practices are

its loading facilities in Western Canada and at delivery

applied.

points across the continent.

Trucking

International Marine Organization (IMO) making it mandatory for tankers to have double hulls. The reasoning

Trucking is the least used of all oil transport methods,

behind this was that the inner hull may hold in the case

and the most expensive per unit. Trucks are only able to

of an outer-hull puncture if a ship runs aground. The main

move small amounts of product per trip. The possibility

phase-out deadline of single-hull tankers was in 2010.

of LNG corridors, already under consideration in China

However, there are also disadvantages to the double-hull

and the US, may improve the cost of trucking, but it will

system, such as less stability, loss of payload space and

still remain high.

the fact that it still does not protect against major colli-

Trucks and rail are able to jump in when there is

sions or grounding.

not enough capacity elsewhere; for example, in North

The recent train accident on July 6 at Lac-Megantic

America, where pipeline systems have not caught up with

in Canada — when a runaway train bucked off the tracks

booming US shale oil production. Producing this kind of

in the middle of the town, destroying the small Quebec

oil also requires large quantities of water and sand to be

town’s centre — has led to new rules regarding the ship-

hauled to and from well sites; work done by trucks.

ping of oil by rail in North America. Transport Canada

Generally, trucks are bringing oil to areas not ser-

issued an emergency directive requiring at least two crew

viced in other ways and which are hard to reach, or when
smaller quantities of product are required.

Safety issues
The movement of oil is also associated with some risk, and
typically accidents have led to stricter rules. Regulations
affect transport practices, from restricting bunker sulphur
content to determining whether ships should have double
or single hulls. The market has to be regulated, because
if an accident occurs, it can cause large-scale pollution.
The 1989 Exxon Valdez accident in Prince William
Sound — one of the most devastating human-caused
environmental disasters — led to new regulations by the

Trucking is the least
used of all transport
methods and the
most expensive per
unit.
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Rail was first used
to move oil from
Cleveland to New York
regularly in about
1870. Today its use
is increasing in North
America.
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Transportation plays
a vital role in moving
oil from production
locations to consumers.
This is done through
state-of-the-art facilities.

members to work trains that transport dangerous goods,

knowledge and safety standards, and work to increase

and stating that no train transporting dangerous goods

and enhance regulations is ongoing.

can be left unattended on a track. More legal changes

Transportation plays a vital role in moving oil from

are sure to follow. Despite the fact that oil by rail is on

production locations to consumers, linking producing

the rise, the safety record is improving. For example, the

areas, refineries and consuming centers in the petroleum

number of derailments — including those involving dan-

industry, and OPEC will continue to stay on top of trans-

gerous goods — is stable or decreasing.

portation trends, reporting the latest in terms of regula-
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As transportation of oil has evolved, so too have
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An oil storage tank
complex is lit up at night
against the backdrop of
Hong Kong.

tions, costs, prices and market.

Danladi Kifasi, Permanent Secretary,
Nigerian Federal Ministry of Petroleum
Resources, has been appointed Nigeria’s
new Governor for OPEC. The previous
incumbent was Ambassador Abdulkadir
Musa. (Photograph courtesy Nigerian Federal
Ministry of Petroleum Resources.)

Hossein Kazempour Ardebili
has been appointed Iran’s
new OPEC Governor. The
previous incumbent was
Seyed Mohammad Ali Khatibi
Tabatabai.

Mohammad Khuder Al-Shatti, Manager,
Office of the Chief Executive Officer,
Kuwait Petroleum Corporation (KPC),
has been appointed Kuwait’s new
National Representative, occupying the
position vacated by Ms Nawal Al-Fezaia.

Ms Nawal Al-Fezaia, Assistant
Undersecretary for Economic Affairs,
Kuwait Oil Ministry, has been appointed
Kuwait’s new Governor for OPEC. Formerly
Kuwait’s OPEC National Representative,
she succeeds Ms Siham Abdulrazzak
Razzouqi, a longstanding OPEC Governor,
who has announced her retirement.

Ms Nelida Izarra, Strategic Planning
Director, Venezuelan Ministry
of Popular Power of Petroleum
and Mining, has been appointed
Venezuela’s new OPEC National
Representative, succeeding Fadi
Kabboul.
OPEC bulletin 9/13

Wilson Pastor Morris has been
appointed Ecuador’s new Governor
for OPEC. Formerly his country’s
Minister of Non-Renewable Natural
Resources, he succeeds César
Molina-Novillo.

OPEC Appointments

The following appointments were made recently,
concerning new Governors and National Representatives of OPEC Member Countries:
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Kenya’s

potential oil bonanza
offers new hope
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Reuters
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The race is on to see which country will emerge as
East Africa’s first oil exporter. And after decades of
prospecting and promise, Kenya is today well placed
to take that mantle. Writing exclusively for the OPEC
Bulletin, Daniel Brett explores how the country is
preparing to join the exclusive international oil club,
following successful exploration by Tullow Oil.

A general view shows an oil rig used in drilling at the Ngamia-1 well on Kenya’s Block 10BB, in the Lokichar basin,
which is part of the East African Rift System.

Reuters

Kenya currently imports all its crude oil, estimated at

quantities of natural gas that

80,000 barrels/day at a cost of over $8 million, paid for

could transform the region into

by foreign exchange earnings largely derived from agro-

a liquefied natural gas (LNG)

exports. Yet, the country could well outperform other

hub. The Kenyan government

frontier plays should exploration confirm the country is

hopes the Lamu Basin will rival

capable of significant commercial oil production.

the highly prospective Rovuma
Basin.

ten billion b. Crude is unlikely to start pumping on a com-

Recent offshore discover-

mercial basis for at least another year with further drilling

ies have been encouraging. In

needed to establish the resource size. But a full-fledged

April, an Anadarko-led group

export-oriented oil industry in Kenya is predicted by the

encountered non-commercial oil

end of the decade.

shows in the L7 block; the Kubwa

Hopes of a revolution in development have been

well tested the prospectivity of

raised since the United Kingdom’s Tullow Oil discov-

Anadarko’s six million acre posi-

ered oil in 2012. Africa Oil and Tullow Oil each hold a 50

tion offshore Kenya.

per cent stake in the South Lokichar Basin fields, which

Block L9 has been estimated

appear to be Kenya’s most promising prospects. Oil is

by operator FAR Ltd to have in

set to pump in 2014 with the first exports as soon as

excess of 300m b. UK independ-

2016.

ent, Ophir Energy, formalized its

Tests indicate that the South Lokichar Basin in the

30 per cent interest in a joint ven-

remote Turkana region contains about 368m b of oil,

ture for the block in September

an amount that surpasses the threshold for commercial

and drilling of its first exploration

development.

well is due in late 2014.

In February, the Twiga well in Block 13T became the

Block L9 lies next to L8,

first to produce oil at a commercially viable rate, testing

where the Apache Corporation found natural gas at the

at 2,800 b/d with potential to produce 5,000 b/d. This

Mbawa-1 well, although no oil was encountered.

was followed by success at the Ngamia-1 well some 30
km away, which tested at 3,200 b/d.
In May, Africa Oil and Tullow began targeting the Etuko

Risks and rewards

prospects in Block 10B, where independent assessments

Kenya is beating Uganda in the oil rush. The Ugandan

indicate reserves of over 230m b. The partners are now

government and oil companies have been bogged down

considering inviting a strategic investor in the form of an

in negotiating the terms of production after 1.7bn b of

oil major. Total is cited by many to be the major most inter-

oil were discovered in the Lake Albert fields.

ested in the fields, due to its presence in nearby South
Sudan.
Offshore also looks promising, although exploration

Tullow Oil drilling manager,
Ian Ross (l), and Africa Oil CEO
Keith Hill are seen in front of the
Paipai-1 drilling rig, in Turkana,
northern Kenya.

Uganda needs more resources than Kenya to make
its oil export pipeline viable, in large part due to its distance from the Indian Ocean coast.

is at a very early stage. Kenya has yet to rival Mozambique

Kenya is still likely to benefit from Ugandan oil with

and Tanzania where exploration has unlocked vast

exports likely to go through its territory via a pipeline,
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Some estimates put Kenya’s total reserves at over
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proposed for 2018. By stealing a march on Uganda, Kenya

Lamu Port Southern Sudan-Ethiopia Transport Corridor

is able to position itself as East Africa’s oil export hub.

(LAPSSET).

A number of factors are supporting the speed of oil

Development of the Uganda-Kenya section of the

exploitation in Kenya. Having de-risked its investment

pipeline may hasten the development of LAPSSET, which

in Kenya, Tullow Oil is under pressure to quickly develop

has been slow to get off the drawing board.

and monetize its acreage, following several unsuccessful exploration attempts across its portfolio.

Although the pipeline was initially intended to allow
the development of Lake Albert’s 1.1bn b of oil reserves,

Kenya also has a better operating environment than

the Kenyan discoveries could be tied into the pipeline.

neighbouring Uganda, where progress has slowly inched

The pipeline could also be extended to newly independ-

forward. Notwithstanding civil unrest in previous years,

ent South Sudan, which is seeking to stop its depend-

Kenya is still seen as a politically stable place to do

ence on Sudan with alternative export corridors.

business; it possesses East Africa’s best transport infrastructure and has a comparatively strong institutional
framework.

No wonder, then, that Lamu is now being portrayed
as potentially Africa’s Rotterdam.
Meanwhile, Uganda’s Finance Minister, Maria

There are inherent risks in developing natural

Kiwanuka, is eager that the country will ‘speed up’ the

resources in under-developed frontiers. Kenya may, in

development of the long-stalled Eldoret-Kampala pipe-

future, seek to renegotiate terms with oil companies, in

line project in 2014.

order to raise the government’s share of revenue, or mis-

The project is a 350 km link that will bring refined

manage the oil windfall to the detriment of internal stability.

products from Mombasa to Uganda. The flow could be

Working with the World Bank, the Kenyan government

reversed to allow for fuel goods to be transported from

is updating its petroleum laws that are regarded as out-

Uganda to Kenya.

dated and unsuited to the requirements of a modern oil

The two countries are currently seeking investors to

industry and the signs are that it wishes to avoid scaring

develop this $300m project and bring it online by 2015.

investors with onerous legal requirements.

Officials have been notably sketchy on the details and

However, the disbursal of oil revenues could eas-

have failed to outline a timeline or source of funding for

ily become another source of ethnic tensions in a coun-

pipeline projects.The South Sudan link to LAPSSET alone

try where such divisions have led to violence. Land and

is estimated to cost $3bn and a Uganda-Kenya link could

resources are already a source of ethnic polarisation and

have a similarly high price tag.

oil could fuel this further.
In the long-term, oil could become a source of instability that would hinder investment growth. As with Uganda,
there could be rising tensions between the government
and operators over how best to develop resources.

The partners will need to move quickly to find a strategic investor and organize financial capital if Ugandan
oil is to reach markets by the 2017 target.
East African governments are looking to augment
pipeline infrastructure with refinery capacity, making them
self-sufficient in fuel and adding value to production.

Export pipe dreams
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For Kenya to capitalise on its oil resources, it will need a
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East Africa is critically short on refining capacity, but
interest in the region’s downstream prospects has been
slow to materialize.

means to export. Shipments will initially be made by truck

Although the region has potential cheap feedstock,

or train, but pipeline plans are being drawn up. With many

growing consumption and a refined product supply short-

discoveries further inland, midstream infrastructure will

fall, downstream projects fail to generate investors’ enthu-

be necessary to deliver oil to a planned refining hub on

siasm, due to price regulations, poor infrastructure and

the Indian Ocean coast for export.

political uncertainty.

In June, the presidents of Uganda and Kenya

With global downstream expansion focused on mega

announced an agreement for the joint construction of

refining projects, as a relatively small market, East Africa

a crude oil pipeline that will enable oil exports from the

may struggle to address its downstream deficit and add

region.

value to output with a relatively small refinery.

The pipeline will link oilfields in Uganda to Kenya’s

Uganda failed to attract interest in a proposed

port of Lamu, where a major infrastructure project is under-

200,000 b/d refinery, suggesting majors see little stra-

way to develop the area as a regional transport hub, the

tegic value in the regional market.

Kenya’s oil front-runners
Licenses (onshore And offshore)
L–3, L1A

Operators
A-Z Petroleum

10A, 10B, 13T, 12A, 12B

Tullow Oil

L–7, L–5, L–12, L–11A, L–11B

Anadarko

14T
2A

NOCK
Simba Energy

L–4, L–13

Zarara

L–15, L–9

Ophir

L–6

FAR Energy

L–8

Apache

L–17, L–17, L–1

EAX/Afren

L–10A, L10B

BG Group

11A E
11B
L–1B, L–16, L–27, L–28

ERHC
Adamantine
CAMAC Energy

L–14

Lamu Oil & Gas

L–19

Rift Energy

L–20

Pacific Seabord

L–2
L–24, L–21, L–23
L–26
L–22
3A, 3B
2B

Imara Energy
Eni
Lamu Exploration
Total
Vanoil
Lion Petroleum

The only facility in the region is the ageing,

looking to replace the KPRL refinery with a new Uganda-based plant. According

loss-making 80,000 b/d refinery at Kenya’s port of

to a recent agreement, the four governments will each own ten per cent of

Mombasa; Kenya Petroleum Refineries Ltd (KPRL), a

the planned 60,000 tonnes per annum refinery with the rest owned by the

50:50 joint venture between the government and India’s

private sector.

Essar Energy.

Completion is expected by 2017 with capacity at 30,000 tpa — covering
Uganda’s domestic requirements — with a second stage set for completion

Facing competition

by 2020.

However, it is at risk of closure as it faces competition

completed, the two countries’ governments have pledged to keep the KPRL

from lower-priced imports owing to the continued erosion

refinery onstream.

If oil production in either Uganda or Kenya starts before the refinery is

of the facility’s competitiveness. As a result, it operates

Now the race is on to see which country will emerge as East Africa’s first oil

well below its nameplate capacity — at around 18,300

exporter: after decades of prospecting, Kenya’s excitement is building upon

b/d so far in 2013.

what an oil boom can do to ramp up national income to become a middleincome economy.

a larger $1bn overhaul of the facility now in doubt with

Government officials have breathlessly announced a welter of projects

Kenya’s Energy Regulatory Commission (ERC) suggesting

to spend the money on, from reviving rural communities in arid regions to

it shuts down.

spending on transport infrastructure: great aspirations at the beginning of

Uganda, Rwanda, Kenya and South Sudan are already

what is sure to be a tricky journey.
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Recent plans to upgrade the facility have stalled with
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Norway’s success story
offers important lessons to other
aspiring oil producers

OPEC bulletin 9/13

North Sea oil producer, Norway, has built its robust economy
on the back of revenues accrued from its abundant oil and
gas resources. These earnings have helped it weather every
economic storm and today, with amassed petroleum savings
running into hundreds of billions of dollars, the future of this
country looks assured.
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Saadallah Al Fathi (pictured left), a former Head of Energy Studies at the OPEC
Secretariat, has visited the Nordic powerhouse on several occasions, both in an
official and private capacity. Following his most recent trip, he reports exclusively
for the OPEC Bulletin on just how oil and gas, coupled with prudent government
policies, have made Norway a proud nation and an example to other countries
possessing potentially life-changing petroleum resources.

The first time I visited Norway was back in
February 1994 to attend the famous Sanderstolen
Conference. I was deputizing for OPEC Secretary
General, Dr Subroto, who, due to prior commitments, could not attend.
I was then Head of the Energy Studies
Department at the OPEC Secretariat in Vienna and I
was indeed very pleased to go to an important conference in an oil-producing country that, in its own
way, was giving OPEC a tacit support at the time.
The trip gave me the opportunity to meet some
important personalities in the Norwegian and international oil industry and to voice OPEC’s views on
the then troubled oil market.
The Norwegian oil minister at the time was Jens
Stoltenberg who gave the official speech about
Norway’s oil policy. At the farewell dinner, he saw
me holding my amber worry beads and said I must
be concerned about the oil price. I replied: “Minister,
you must be worried about both oil and gas prices
… therefore you need the worry beads more than
me” and proceeded to give them to him. He is now
the Prime Minister of Norway.
I did not know at the time that my son, Omar,
would graduate in Liverpool at the John Moores
University to then join the Norwegian oil industry at
the end of 1997, which has offered me the chance
Reuters

to visit the beautiful country many times since.
I do not want to write here about the Norwegian
oil industry per se as the subject is well documented
Jens Stoltenberg, former Energy
Minister and now Norway’s
Prime Minister.

in the industry’s specialized literature. But on my
most recent visit in June, three energy-related matters, namely electricity, public transport and the
country’s impressive oil fund, caught my attention
and interest.

Shutterstock

The ‘battery of Europe’
Ever since my first visit to Norway in 1994, I was

A stunning view ... Trolltunga, or Troll’s tongue,
overlooking Norway’s Lake Ringedalsvatnet.

When I asked why this was, I was told that Norway’s

intrigued by the fact that some people always left the
lights in the front of their houses on during the day.
electricity comes from hydropower and is cheap, so
no one bothers to conserve it.
Even now, visitors to the country may be surmal to see lights left on till the morning in empty
offices, or in the entrances of houses and private
garages.
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prised at the liberal use of electricity. It is nor-
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Hydropower provides Norway with abundant electricity generation. Pictured here is a small dam and power plant in Gudbrandsdal, east of the country.

Perhaps electricity is the only inexpensive item here because prices of other
things are among the highest in the world.

in load and price. In this regard, the country is benefiting from using pumped storage. The fact that Norway’s

The electricity sector in Norway relies predominantly on the great resource of

network is integrated with countries such as Sweden,

rainfall; electricity generation comes from the resulting flows from reservoirs. In

Denmark, Germany and the Netherlands makes exports

1950, hydropower generation in Norway stood at about 3,000 megawatts (MW);

and imports routine, as the situation demands.

now it is close to 30,000 MW, coming from 1,166 small and large stations that are

The country’s potential in this area could actually

backed by considerable experience, providing Norway with a prominent position

double domestic hydropower generation, which would

in the industry.

help Norway increase its exports significantly and sup-

In 2011, total electricity generation in the country was close to 128 terawatt

ply domestic demand for the foreseeable future.

hours (TWh). Over 95 per cent of the country’s generation comes from hydropower,

However, new power cables and connections to other

while the rest is sourced from renewable resources of thermal power derived from

countries are needed to facilitate such an expansion and

burning waste and from the developing wind power sector.

plans are already confirmed for the construction of a subsea electric power cable with the United Kingdom and

Electricity exports rising

Germany, which could come at the end of this decade.

On the other hand, consumption in 2011, was close to 114 TWh. The majority of

1,400 MW of electricity.

electricity use is for industry, mining, transportation and construction, leaving just
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38 TWh for private consumption.
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The UK link could be capable of transporting as much as
Then there is the domestic price advantage. The
average price of electricity for households in Norway

Norway’s net exports of electricity in 2011 were close to 14 TWh and a greater

was the cheapest in Europe in 2011 at 84.2 ore/kWh, or

volume was expected to be realized during 2012, due to increased rainfall. Indeed,

$0.1514/kWh, compared to Germany at $0.199 and

its gross exports of electricity may actually be higher since Norway imports electric-

Denmark at $0.246. However, prices in winter can be

ity from other countries at night time, when rates are lower, and exports the same

considerably higher due to the increased consumption

during the day when the rates are higher — hence Norway’s tag as the “battery of

for heating.

Europe”.

Because of the government’s encouragement for

Norway is able to conduct this import/export arrangement because generation

using electrical power, per capita consumption of elec-

from its hydropower plants is easily adjustable and can adapt well to variations

tricity in Norway is about 26–27 MWh, as compared to

that of the European Union (EU15) at 7.4 MWh. Norway
is supporting the use of electric cars by offering public
subsidies worth as much as $8,200 per car per year. This
is excluding free parking and the advantage of driving in
the bus lanes for speedier transit.
However, the sales of electric cars at 10,000 units a
year are far below expectations. This is due to the reluctance of long-distance drivers, whereby current vehicle
models need frequent recharging.
At the same time, studies by the Norwegian University
of Science and Technology are questioning the environmental advantage of electric cars, as far as climate change
is concerned. The studies conclude that the “global
warming potential” of the process used to make electric
cars is twice that of conventional automobiles. They also
highlight the “toxicity” of the electric car’s manufactur“It is counterproductive to promote electric vehicles in
regions where electricity is produced from oil, coal and
lignite combustion.”

ddp images

ing process. The university offers the following advice:

A modern bullet train at a metro station in Oslo, Norway.

Yet Norway is considering the launch of the world’s first electric ferry by
2015 which will carry 360 passengers and 120 cars. Running on batteries, the

A modern blue tram winds its way through the streets of
the capital.

vessel will “take just ten minutes to recharge between trips.” Without the current hydropower and Norway’s future potential, government policy may have
been different.
Municipal waste burning is another source of electricity and heat in Norway.
But a shortage of waste, due to organized recycling, is forcing the country to
import household trash and other sources of waste from other countries to keep
its plants supplied.

Public transport in Oslo
Surveys about living in a city tell us that “the most important factor is safety,
health and security. Efficiency is also important — the ability to get around
unhindered is probably second in importance only to safety.”
In Oslo, the capital of Norway, the population stands at around 600,000
and therefore it does not rank among the mega-cities where populations can
be in their millions.
But Oslo covers a large area and it boasts one of the best and most advanced
public transportation systems in Europe. It includes a mass transit system of
metro, buses, regional rail, trams, ferries and even a 100-station bicycle network.
The services are owned by the Oslo municipality but run by different subof planning, coordinating and marketing public transport. The single ticket system is applicable within the Oslo area no matter what the mode of transport,
a point that makes the system more practical and appealing to consumers.
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sidiary companies under Ruter, the common management company, in charge
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Øyvind Hagen, Statoil ASA
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The impressive
headquarters of
the state energy
company, Statoil.

The metro, one of the largest in Europe, comprises

those running within the city limits and its environs are

six lines of a total combined length of 84.2 km. It is sued

used for local transportation under the same one-ticket

by over 200,000 commuters daily and comprises 90 sta-

system.

tions across the city, 15 of which are underground. The
furthest station is 17.3 km from the city centre.

fiord. Some ferries operate under the same ticket system

with other lines opened, upgraded or expanded over the

in Oslo, but those travelling longer distances have their

years. In 1993, the east and west of the city networks were

own fares.

connected through a common tunnel under the city centre.

But no transportation system is complete without

The Oslo tramway is 39.6 km in length and consists of

a fast link to the international airport, in Norway’s case

six lines with 99 stops. It is used by over 130,000 commut-

located 47 km northeast of Oslo. The rail link operates

ers every day. This system is much older than the metro,

high-speed express trains taking about 20 minutes to

but has been modernized and is equally appealing. Oslo

reach the centre of the capital and running every ten

may be proud to keep it functioning when some other

minutes.

cities might have discarded it to their detriment. And in

Trips on Norway’s public transport are now estimated

case of any problem, the company running the trams is

at about one million a day whereas the total in 2009 was

ready to rent private buses to replace the service, so as

250 million. The drive behind the public transportation

not to leave passengers stranded.

system is not just for the economy and the provision of

weather-protected bus stops that are within easy reach of
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city and to some islands belonging to the city in the Oslo

The original section of the metro goes back to 1898

The bus routes are 52 in number with hundreds of
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The ferry boats also run along the south shores of the

mobility, but also to help protect the environment by
reducing the use of private vehicles.

almost all neighborhoods. The buses are single or articu-

A toll system to reduce the number of cars entering

lated and their routes are connected to the countryside

the centre of Oslo has been in operation since 1990 and

buses which are understandably distinct from the Oslo

the revenue from it is mostly used to improve and expand

public transportation system and governed by a different

public transport. Although it is difficult to exactly quan-

fare system.

tify the toll’s impact, growth in the use of public transport

Although the trains are run by a different authority,

and a reduction in private cars are both noticeable.

One of the aims of Ruter is to phase out fossil fuels

Norway realized early in the game that oil and gas

from public transport in the next ten years. Some buses

resources are subject to depletion and that revenue from

and boats are already using biogas, derived from sew-

these sources may not be stable and subject to the vola-

age treatment plants and kitchen waste, in addition to

tility of the oil and gas markets. It came to the conclusion

the use of biodiesel, bioethanol and compressed natural

that there was an overriding need to establish a sover-

gas.

eign wealth fund to manage the government’s large sur-

Oslo’s population is expected to reach over one million in 2060 and there is a need to arrive at new solutions

pluses, generated from exporting the country’s natural
resources.

to ensure further progress and sustainable development.

Norway established the Petroleum Fund in 1990

One suggestion is that the fields near to railway stations

when its oil and gas production was rising sharply. But

be used for urban development to increase the efficiency

the fund was designed for long-term foreign investment

of public transport and reduce investment costs.

as the country wanted to counter the effects of any decline
in production, or in income, and to “smooth out the disruptive effects of highly fluctuating oil prices”, especially
after the oil crash of 1986.

When oil production started in earnest in Norway in 1971,

The Petroleum Fund changed its name in 2006 to

Norwegians were referred to by some as the “blue-eyed

the Government Pension Fund — Global, which has

Arabs”. Even more recently, the Economist said in February

nothing to do with ordinary pension contributions and

this year that fellow Nordic countries looked upon Norway

not to be confused with the much smaller Government

as being the “most northerly Arab country”.

Pension Fund — Norway, which was formerly the National

The oil and gas revenue of Norway is the reason for
this obvious envy. But more importantly, the abundance

Insurance Scheme Fund, and a true pension fund that is
only allowed to invest domestically.
The global fund is where the surplus of Norway’s oil

try in managing its oil riches, to the extent that it has

sector is deposited. The surplus is generated from income

remained relatively free from the ups and downs of the

tax on oil companies (28 per cent), the oil and gas tax

world economy, or even those of the oil market.

levied in agreements (50 per cent), and the proceeds

Alan O Neill, Statoil ASA

of revenues has been behind the success of the coun-

Statoil is also
committed to
alternative energy
sources, including
wind power.
Pictured here is the
Sheringham Shoal
offshore wind farm in
the United Kingdom,
which it half owns.

OPEC bulletin 9/13

Norway’s Petroleum Fund
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Countr y Outlook

from the government’s share in Statoil, the national oil

The fund operates in a transparent manner. Its per-

company (67 per cent). Added to this is the proceeds

formance is disclosed at a press conference every quarter

from the generally 20 per cent share — sometimes more

and its company shares are listed in the annual report.

— that represents Norway’s stake with all international

The fund is run by a unit in the Norwegian Central Bank

oil companies operating in Norway through the participa-

called Norges Bank Investment Management (NBIM), act-

tion of its state-owned company, Petoro, which acts as a

ing for the Ministry of Finance.

specialized oil and gas investment arm for the Ministry

The fund’s contribution to the Ministry’s annual
budget is currently limited to four per cent of the fund’s

of Finance.
The petroleum fund’s current value is reported today

value, which is probably less than the annual profits of

to be close to $750 billion. It holds one per cent of global

the fund and thereby the fund’s capital keeps rising. The

equity markets, including 1.78 per cent of European

four per cent rule can be discarded in times of major eco-

Shutterstock

nomic disruption and therefore the fund’s contribution
can be higher.
All political parties agree to the importance of the
fund, but the conservatives may want to split it into two
funds and desire investment in domestic infrastructure
as well. There are some calling for a further contribution
from the fund to the budget, but it is feared that this would
increase inflation. Others see the risk of the stock market
being too high and want to reduce exposure.
Experience, however, has shown that investing small
in many companies reduces such risk and that the fund
lost considerably when it was following a more conservative policy.
The ethical aspect of the fund’s investment is also
a concern. The Advisory Council on Ethics issues ethical
guidelines whereby companies involved in certain arms
production, in tobacco or in violation of human rights are
excluded.
The fund also supports environmental issues of local
or global impact and judges companies on this basis.
Oil and gas production in Norway still has a long life
ahead of it and the fund is likely to continue to grow,
especially if oil prices remain at their current level and
gas prices improve.
Revenues from Norway’s oil and gas operations have given the government a
petroleum fund that is expected to reach over $1 trillion by the end of 2019.

Impressive results
The performance of the fund between its first equity

stocks. The Ministry of Finance forecasts that the fund

investment in 1998 and 2007 (ten years) yielded aver-

will reach over $1 trillion by the end of 2019.

age annual real returns of 4.3 per cent, according to NBIM

Previously, the fund invested 40 per cent of its value

where its staff of over 200 people act on a strategy issued

in the stock markets, but in 2009 the ratio was changed

by the Ministry of Finance and approved by the Storting

to 60 per cent to make the fund investment more aggres-

(Norwegian parliament).

sive. Five per cent is now invested in real estate and the
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rest in bonds.
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Although some years have returned losses — 3.37
per cent in 2008 and 2.5 per cent in 2011 — others

To reduce the risk, investment is now in about 8,000

returned very impressive results. For example, in 2010

companies around the world and the fund is not allowed to

the fund’s global returns were 9.6 per cent from its

own more than ten per cent of the stocks of any company.

equity and bond investments. In absolute terms the

returns amounted to 264bn Norwegian kroner, or close

future needs stands in stark contrast to the ailing UK econ-

to $44bn.

omy which has stagnant growth and spiraling debts.”

In 2012, as the world economy showed signs of some
recovery, the returns were 13.4 per cent, especially gen-

It added that the Norwegian fund was “an inspiration” to Scotland.

erated from the equity markets. Even in the first quar-

Similarly, a deal in 1978 to give Volvo, the Swedish

ter of 2013 the fund returned 5.45 per cent and gained

Truck giant, access to Norway’s North Sea oil reserves for

219bn kroner ($37bn) “as stocks surged amid unprec-

a 40 per cent share in Volvo sold to the Norwegian gov-

edented stimulus from central banks to boost economic

ernment failed to materialize due to shareholders’ oppo-

growth.”

sition. Yet the fund is now the second-largest owner of

In the same quarter, the government deposited 60bn

Volvo.

kroner of petroleum revenue into the fund making gains

In addition to its performance, the long-term health

from the investment far bigger than the government’s

of the fund seems to be assured given the expectation

input to the fund.

of the oil and gas sector in Norway, albeit likely past its

Given these numbers, the four per cent of the total

best.

value of the fund that is normally withdrawn by the
budget is unlikely to arrest the growth of the fund in the
coming years.

Declining reserves
The country’s oil reserves have declined from their peak

Perhaps this is why the populist Progress Party wants

of 11.6bn barrels in 2001 to 6.9bn b in 2011. At the same

to spend more of the oil revenue for research and build-

time, production has fallen from 3.4m barrels/day to

ing infrastructure in Norway. The four per cent rule, which

2.1m b/d. Forecasts suggest further declines to between

was first established in 2001, is designed to integrate the

1.2m b/d and 1.5m b/d in 2035, but this is still deemed

fund with the rest of the budget to satisfy current needs,

sufficient to keep the fund well supplied with revenues.

while thinking ahead for future generations.

Norway’s gas reserves were at 2.2 trillion cubic

Since 2011, the fund started investing in real estate,

meters in 2001 and have declined relatively little to

especially in the European market. However, as of the

standard 2.1 tcm by 2011. Gas production was at its

beginning of this year, it is expanding into the American

maximum historical level of about 101bn cubic meters in

and other markets. The fund believes that “the move

2011 and may fall by only 20 per cent by 2035 Therefore,

spreads the fund’s risk across more markets and can

this sector’s contribution to the fund will still be sub-

also protect against inflation as rents are often linked

stantial, especially in view of the fact that 95 per cent

to price indices” and “the fund is gradually increasing

of the gas is exported.

real estate investments to as much as five per cent of

The above numbers are likely to improve if opera-

its assets through a corresponding decrease in its bond

tions north of the Arctic Circle in the Barents Sea, which

holdings.”

are now starting slowly, turn out to be more promising,

The investment in the UK’s real estate market is relatively small compared to the total property portfolio or to
other investments in equity and bonds there.

especially after the agreement with Russia to delineate
the area between the two countries.
The rising and ageing population in Norway and the

Norway has a 50 per cent stake, or £348m, in a shop-

extensive social services and generous pensions are a

ping mall in Sheffield, in addition to a £452m investment

demanding factor on the country’s economy, but they

in London’s Regent Street. Yet these investments have

can be met through a combination of fund contributions

brought interesting comments about how the UK squan-

to the budget, increasing government revenue and curb-

dered its North Sea resources by not establishing a simi-

ing government expenditure.

lar fund and by not being able to do cross investments in
Norway.
The former Labour Chancellor, Denis Healey, is on
record as stating that Westminster made a “major strategic error” in not setting up such an oil fund.
The Scottish National Party (SNP) has said: “Norway’s
success in utilizing its natural resources for the country’s

Some OPEC Member Countries also have sovereign
wealth funds and especially those of Saudi Arabia and the
United Arab Emirates may be bigger than the Norwegian
fund.
But there is no doubting that there is a lot to be learned
from the inner workings and transparency of the NIBM for
the benefit of present and future generations.
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Ministry of Finance each year to support the annual
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Newsline

Nigeria moving to ease
domestic electricity shortages
Leading consortia has seen local companies joining
forces with recognized international partners such as
Siemens.
Jonathan was quoted in a statement as saying that
every one of the bidders had now made their required
payments to qualify for the process.
“In the shortest time possible, our power sector will
take on a much more positive life of its own for the benefit of all Nigerians,” he was quoted as saying.
The President pointed out that the authorities were
constantly working to overcome the challenges of the
domestic power sector, which included a lack of investment in the transmission grid, an inadequate supply of
gas, as well as opposition to the privatization.

Harnessing more gas
Nigeria is implementing plans to prevent the flaring of
gas in the country, thus harnessing more supplies for
domestic consumption. In fact, its electricity generation
has declined by some 40 per cent since December last
year, contributed to by gas shortages.
And to support its move to upgrade the transmission
network and connect power plants to distribution stations,
the country is borrowing a total of $1.6bn from the World
Bank, the Chinese Exim Bank, the African Development
Bank and through a Eurobond.
With Nigeria reforming its electricity sector, the country’s United Bank for Africa (UBA) is looking to invest $2bn
in power schemes across the African continent over the
next three years.
Nigeria has taken another step towards implementing a

According to the company’s Chief Executive Officer,

privatization scheme for its power sector, aimed at eas-

Phillips Oduoza, the firm had invested $700 million this

ing shortages of domestic electricity supplies.

year in supporting domestic power assets.

The country’s President, Goodluck Jonathan, recently

He was quoted by Reuters as saying that he expected

announced that companies bidding for state electricity

the bank to expand its loans by around 14 per cent in the

assets had completed payments within the deadline

next six months, as it had done in the previous half year.

period, thereby clearing a major obstacle in taking the
scheme forward.
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Under the privatization programme, valued at about
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$2.5 billion, Nigeria’s state power company is to be split
into 11 generation firms and six distribution concerns and
sold to private interests.

“We have been financing different parts of the power
sector, in both generation and distribution,” he affirmed
on the sidelines of an economic conference in the Nigerian
capital, Abuja.
Oduoza said that of the $2bn, $1.2bn would be earmarked for Nigeria, to help ease its power shortages.

Qatar to see crude oil output rise to
800,000 b/d by 2017
Qatar’s crude oil production is forecast to increase to an
average of 800,000 b/d by 2017, compared with current
output of 720,000 b/d, according to the Qatar National
Bank (QNB).

Seen through the Arch of Swords,
in Doha, is the building that
houses the Qatar National Bank
and Qatar Fuel Company.

It stated in a new report that this level of production
would be attained once new oil field developments were
onstream over the next couple of years.
Said the report: “Production increments are likely to
continue into the medium term as the benefits of investment and development programmes are realized.”
The bank disclosed that Qatar Petroleum (QP) field
developments at both Dukhan and Bul Hanine were
expected to help support the new production target.
“A development plan has nearly been completed by
ExxonMobil for the Dukhan field, but no production incre-

Rising investment
The bank noted that QP intends to invest over $6 billion
in redeveloping the Bul Hanine field, during which pro-

Shutterstock

ments are expected until 2015,” commented the report.

duction was expected to double from the current figure
changing the nature of the contracts it operates with its oil company partners.

It added that the field development plan was finalized

It stated that QP planned to step up investments at not only its wholly owned

early last year and the scheme had reached the engineer-

oil fields, but also at those 100 per cent operated by international oil companies.

ing and design stage.
Meanwhile, the field development plan at the onshore

Such a decision had the potential to reverse Qatar’s declining crude oil production, it maintained.

Dukhan field, which is currently producing at around

QNB said that with some of the PSAs with international oil partners nearing

220,000 b/d, was scheduled to be completed at the end

expiry, QP was taking the opportunity to renegotiate terms at some of the coun-

of last year, but has suffered delays.

try’s larger producing fields, which were mature and declining.

The Dukhan field is Qatar’s second-largest produc-

However, the decline in Qatar’s crude output capability over the past five years

ing field after the 300,000 b/d Al-Shaheen field, which

has been more than offset by a significant increase in condensate production.

is operated by Denmark’s Maersk Oil.

The earlier QNB report noted that despite domestic crude oil production fall-

According to official Qatari figures, the OPEC Member

ing by around 100,000 b/d since 2008, the loss had been more than replaced

Country produced an average of 734,000 b/d in August

by a 350,000 b/d rise in condensate output, stemming mainly from increased

this year. In 2012, output was gauged at 714,000 b/d.

gas production from the country’s thriving LNG sector.

In 2008, Qatar’s oil production was considerably higher
at 900,000 b/d.

In 2012, domestic condensate output of 900,000 b/d exceeded Qatar’s
crude oil production for the first time.

Various international oil majors, including Maersk,

Including condensate, Qatar produced a total of 1.64 million b/d in 2012, up

Occidental and Total, are investing heavily in Qatar’s

from 1.39m b/d in 2008. QNB forecasts that Qatar will produce a total of 1.76m

future production potential.

b/d in 2016.

Earlier this year, the QNB announced that Qatar
was hopeful of increasing its oil production potential by

The report added that Qatar’s condensate production was expected to rise
by about 80,000 b/d by 2016 as a result of higher gas production.
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to 90,000 b/d by 2019.
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Newsline

CNPC signs accord to help develop
Venezuela’s Junin 10 oil block

Asian economic giant by Venezuelan President, Nicolas Maduro Moros,
he was quoted as saying that the new project in Junin 10 involved
investment amounting to $14 billion and would produce 220,000 b/d
of heavy crude oil.
The Orinoco Oil Belt, one of the largest oil concentrations in the
world, is being developed by PDVSA in joint-venture partnerships with
international oil companies, including Italy’s ENI, Spain’s Repsol and
Russia’s Rosneft.
Development work at Junin 10 was started by PDVSA last year, after
the state company failed to reach a partnership accord with France’s
Total and Statoil of Norway.

Ties with China increasing
Ramirez announced that another Chinese firm, Sinopec, would join
forces with PDVSA to develop the 200,000 b/d Junin 1 scheme.
Like other countries, Venezuela has been stepping up its energy and
trade ties with China, where much of the future incremental oil demand
growth lies.
CNPC already has joint-venture interests with PDVSA in two other
projects in the Orinoco Oil Belt — Petrosinovensa and Petrourica. Under
the terms of the first project, $4 billion of funding is set to more than

Reuters

double output to 330,000 b/d, while with Petrourica, early output is

Venezuela’s Minister of Popular Power of Petroleum and Mining, and PDVSA
President, Rafael Ramirez.

expected in the coming months.
In other associations, Ramirez said terms had been agreed for a
new $5bn loan from the China Development Bank, while the ExportImport Bank of China had agreed to provide a $390m loan to build a
new dock at Pequiven, Venezuela’s state-owned petrochemicals and
fertilizer firm.

The China National Petroleum Corporation

As well as making more and more moves to secure overseas energy

(CNPC) is set to partner Venezuela’s state

partnerships, China is also busy trying to develop its oil and gas sector,

oil company, Petroleos de Venezuela SA

to reduce dependence on overseas supplies.

(PDVSA), to develop the OPEC Member
Country’s Junin 10 block, which is situated in the expansive Orinoco Oil Belt.
The announcement was made by
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Venezuela’s Minister of Popular Power of
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Petroleum and Mining, Rafael Ramirez,
who is also PDVSA’s President.
Visiting China ahead of a trip to the

It has announced that it expects to invest 80bn yuan ($13.07bn)
in oil and gas exploration in 2013.
Figures from the country’s Ministry of Land and Resources show
that domestic oil and gas investment have increased from 19bn yuan
in 2002 to 67.3bn yuan in 2011.
The official Xinhua news agency said that over this period, more
than 5bn tonnes of petroleum reserves and 2.6 trillion cubic metres of
natural gas had been discovered.

There are positive signs that the shortage of skilled
petroleum engineers in the oil and gas sector is eas-

Shutterstock

Surge in students enrolling
in petroleum engineering courses

ing, although it will still take some years before the full
effects are really felt.
Figures point to the fact that record numbers of students are signing up for petroleum engineering courses
at universities in the United States.

Time for a new generation
The latest available data from the US Department of
Education, for 2010, shows that 1,295 graduate students
enrolled in petroleum engineering courses at the country’s universities for that year.
It noted that enrolment, which had surged by 60 per
cent over the previous four years, was virtually double
the level seen at the start of the decade, when just 627
students signed up to study engineering courses in the
oil and gas industry.
And even though latest data is yet to be published,

Record numbers of students are signing up for petroleum engineering courses at universities in the US.

the Department hinted that enrolments in 2011, 2012
It noted that, among other things, students were being
attracted to the courses by some of the highest starting
salaries available in any industry.
However, due to the length of the courses and the
time needed to establish experience in petroleum engi-

by 43 per cent between 2000 and 2010 — from 104,000 to 149,000
students annually.
As for salaries, figures showed that trained and skilled petroleum engineers in the US could count on an average annual salary
of around $150,000, especially those that worked in the extraction
of oil and gas deposits.

neering, it will take several years yet before eventually

Only chief executives, with an annual average salary of

the severe skill shortages in the oil and gas sector are

$177,000, dentists ($161,000–216,000) and specialized doctors

eased.

($200,000–230,000) earned more, according to the Bureau of Labor

“It will be the end of the decade before these new

Statistics.

graduates are the experienced professionals needed to

The shortage of skilled manpower has been a major area of

lead teams and make a real difference to exploration, out-

concern for the petroleum sector in recent years, with many of the

put and refining in the oil and gas sector,” the Department

sector’s most experienced personnel either already in retirement,

observed.

or due to leave the industry soon.

It stated that it had witnessed a general increase in

However, on the basis of the latest data, it would appear that

interest for science, mathematics, engineering and tech-

the big salary increases, coupled with other incentives, are help-

nology (SMET) degrees, backed by strong demand from

ing to bring more and more graduates into the industry, meaning

potential employers.

that, by the end of the decade, the skills shortage should be greatly

Enrolments in graduate engineering courses had risen

eased.
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and this year had “almost certainly” risen further.

43

S e c r e t a r y G e n e r a lN’ost i cDe bi ao arryd

In the course of his official duties, OPEC Secretary General,
Abdalla Salem El-Badri, visits, receives and holds talks with
numerous dignitaries.
This page is dedicated to capturing those visits in pictures.

Dr Ali Asghar Soltanieh (l), Iran’s Ambassador,
Permanent Representative to the United Nations
(Vienna), UNIDO and CTBTO, visited Abdalla
Salem El-Badri, OPEC Secretary General, on
August 26, 2013.
Dr Diego Stacey Moreno (l), outgoing Ambassador of
Ecuador to Austria, visited Abdalla Salem El-Badri,
OPEC Secretary General, on August 26, 2013.
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Kairat Abdrakhmanov (l), Ambassador of
Kazakhstan to Austria, visited Abdalla Salem
El-Badri, OPEC Secretary General, on August 27,
2013.
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Professor Herbert Hofstätter (l), from the University
of Leoben, visited Abdalla Salem El-Badri, OPEC
Secretary General, on September 2, 2013.

Briefings

Students and professional groups wanting to know more about OPEC visit the Secretariat
regularly, in order to receive briefings from the Public Relations and Information
Department (PRID). In some cases, PRID visits schools to give them presentations on the
Organization and the oil industry. Here we feature some snapshots of such visits.

Visits

Students from AZTech Training and Consulting, Dubai, United Arab Emirates, visited OPEC on August 27, 2013.

Students from the University of Redlands, California, United States, visited OPEC on September 10, 2013.
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Students from the Humboldt-School, Kiel, Germany, visited the Secretariat on September 6, 2013.
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In the Field

OPEC Research Division staff
tour OMV facilities
Staff from OPEC’s Research Division in Vienna

industry, which could be used and passed over to colleagues dur-

recently spent two days touring facilities of OMV,

ing the day-to-day activities within the Secretariat.

the Austrian state energy company.
The OMV guided tours were initiated by the
OPEC Secretariat’s Data Services Department

“In fact, it would be a good opportunity for all staff members
from other Departments to gain this valuable insight in the future,”
he added.

Division, in order to provide staff members with
valuable information on the oil industry, as well

OMV

(DSD), which operates within the Research

as give an educational insight into oil supply
chains from exploration through to refining.
“The intention was to provide insight into
the technical and practical side of the energy
industry and to enhance a better understanding of the oil industry,” Dr Dapo Odulaja, Head
of DSD, told the OPEC Bulletin.
In thanking OMV for “making the two trips
easy and interesting for us”, he stated that the
guided tours were a great opportunity for OPEC
staff to get some actual insight into the techni-

OMV

cal processes and gain knowledge in the energy

The first tour involved the OMV exploration and production facilities at Gaenserndorf, at which the 20-strong
OPEC team was welcomed by tour guide, Anton Lehner.
The tour started with a presentation on OMV Austria
E&P GmbH, which provided an insight into the processes,
visions, facts and forecasts associated with the company’s core activities.
Participants gained valuable information on OMV’s
oil and gas production, past and present, the main processes of oil and gas exploration, appraisal, development
and production, the location of concession areas, and
detailed facts and figures on the drilling rig at Erdpress
and the gas storage plant and water treatment plant at
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Schoenkirchen.
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Later, in visiting the site of the drilling rig, which is
the only one owned by OMV Austria and one of just three
The OPEC team visited OMV facilities at Schönkirchen (top) and Matzen (bottom).

such rigs in the country, team members were given an

insight into the drilling processes with a technical introduction on the field, as well as a practical illustration by
drilling engineers.
The OPEC group was also able to visit the gathering
station at Matzen, but due to time considerations, was
not able to see more of the different OMV production
plants and storage facilities.

responsibilities of the integrated management system.
He gave an overview of the plant’s processing of crude
oil, the introduction of new methods for burning gas and
attaining cleaner products, as well as showing a selection of the refinery’s most important products.
Lackner described the refinery’s basic refinery processes as comprising firstly distillation, secondly des-

However, it was pointed out that this was something

ulfurization, and thirdly refining, while the last step

that could be covered in another trip to OMV Austria in

involved a mixture of the basic products with the addi-

the near future.

tion of supplements.

The second tour was of the OMV refinery at Schwechat,

He pointed out that most of Austria’s mineral oil prod-

which comprised a team of 22 Research Division

ucts, which were of extreme high quality, were sourced

members.

from the OMV refinery at Schwechat.

After meeting their tour guide, Dr Robert Lackner,

The OPEC team then visited the refinery’s control cen-

staff members received a presentation from the Director

tre and was told of the plant’s operating procedures and

of OMV Refining & Marketing GmbH, Dr Dieter Tuppinger,

safety measures.

on the plant’s history and international status, as well

Lackner then took the group on a bus tour of the facili-

as facts and figures on the crude oil processes involved,

ties, offering important facts and figures concerning the

investments, security and capacity.

water plant, as well as other installations, including the

Dr Lackner briefed the group on the human resource
structure at the refinery, as well as the duties and

gas separation, crude oil distillation and vacuum distillation units.
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OPEC Research Division staff who took part in the OMV guided tours.
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OFID supports provision of important
container terminal in Djibouti

As part of the main maritime passage and trading route
between East and West, Djibouti stretches back 3,500 years,
from the time of Red Sea exploration. Today, imports, exports,
and re-exports, primarily of coffee from landlocked neighbour
Ethiopia, represent 70 per cent of port activity at Djibouti’s
container terminal. OFID Information Officer, Damelys
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DP World

Delgado, reports.

48

When you read about Djibouti, it is likely you will find

At the intersection of the Red Sea and the Gulf of

bleak scenery, inadequate supplies of potable water,

Aden, Djibouti serves as an important shipping portal for

limited arable land, desertification and endangered

goods entering and leaving the East African highlands,

species. Nonetheless, the country’s location is its main

as well as trans-shipments between Europe, the Middle

economic asset.

East and Asia.

OPEC Fund for International Development (OFID)

Due to its proximity to the world’s busiest shipping
lanes and the Arabian oil fields, it also functions as a
refueling centre.

water, the largest and greatest number of quayside gantry cranes, and the highest capacity.
Due to the enormous financial challenge represented

Djibouti’s economy is based on its port services and

by the construction of the new terminal, estimated at cost-

its status as a free trade zone in the Horn of Africa. It is

ing $396 million, the Islamic Development Bank (IsDB)

also home to a French military base, and, since 2002,

committed to financing an Islamic facility for $65m.

German and US bases.

It was proposed that OFID participate with a loan to

Three-quarters of the country’s 800,000 people live in

the IsDB syndicated facility of $15m. Project financing

the capital city, with the remainder mostly nomadic herd-

also involved Standard Chartered Bank, the Dubai Islamic

ers. The nation is heavily dependent on foreign assistance

Bank and West LB.

to help support its balance of payments and to finance
development projects.

The Djibouti terminal is owned 33 per cent by Dubai
Port World Djibouti (DPWD) and 67 per cent by Port
Autonome International de Djibouti. The DPWD parent

Strategic position

company — Dubai Port World (DPW) — is one of the larg-

At the end of the 19th century, Djibouti set about exploiting

and geographical diversification.

est container terminal operators in the world in capacity

its strategic position by building a port to provide neigh-

DPW has a portfolio of more than 65 marine termi-

boring Ethiopia with a maritime outlet for its planned new

nals across six continents, including new developments

railway line. The country’s coastline provided both easy

underway in India, Africa, Europe, South America and

access and sheltered anchorage.

the Middle East. Container handling is the company’s
core business and generates around 80 per cent of its
revenue.

in 1917, the port grew rapidly. Today, Djibouti Port is

According to Tareq Alnassar, Acting Head of OFID’s

a key part of the international maritime exchange net-

Private Sector Operations, annual transfer volume through

work, having expanded over time to meet growing trade

the terminal is approximately 750,000 TEUs (20-foot

requirements.

equivalent units).

The expansion of services revealed a need to build a

“The main category of throughput is the tranship-

new container terminal, close to the existing Djibouti Port.

ment business which represents 53 per cent of TEUs,

Of key strategic and economic importance to Djibouti, the

with imports and exports accounting for 24 per cent and

new Doraleh Container Terminal, which was inaugurated

21 per cent, respectively. Of the import/export traffic, the

in February 2009, has enabled the continued growth of

bulk (80 per cent) is to/from Ethiopia, with just 20 per

container traffic, and with it job creation in the transport

cent representing trade with Djibouti,” he explained.

sector.

Alnassar highlighted a recent agreement, under which

The new facility has improved operating efficiency and

the Chinese government will finance the construction of

relieved capacity constraints. As an important artery for

the long-discussed new railway from Djibouti to Ethiopia.

Ethiopia, the terminal has given Djibouti a competitive

“Once completed, this will allow more efficient trans-

advantage in retaining its neighbour’s transit business.

port of bonded containers to and from Ethiopia,” he

Djibouti is the most suitable location for both domes-

explained.

tic and Ethiopian transit cargo. The new terminal provides

OFID has contributed to the challenge of eradicating

the most comprehensive facility by far for hinterland

poverty in the former French colony through job creation

container cargo, with the greatest berthing, the deepest

and increased trade at the terminal.
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Work on the railway began in 1897, as did the initial
construction of the port. Once the line was completed
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OFID

Austria honours
OFID Director-General

OPEC bulletin 9/13

Suleiman J Al-Herbish (r), Director-General of the OPEC Fund for International Development (OFID),
received the award from Michael Spindelegger (l), Austrian Vice-Chancellor and Federal Minister for
European and International Affairs, on behalf of Austrian President, Heinz Fischer.
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OPEC Fund for International Development (OFID)

Suleiman J Al-Herbish, Director-General of the OPEC Fund
for International Development (OFID), has been conferred

“We are committed to continuing our partnership with
Austria in our joint fight against poverty,” he stressed.

with the ‘Grand Decoration of Honor in Silver with Sash’

Al-Herbish, a Saudi national, who has been OFID’s

in recognition of his services to the Republic of Austria.

chief executive officer since November 2003, also con-

The award, one of Austria’s highest national deco-

veyed his gratitude to OFID Member Countries for their

rations, was presented to Al-Herbish by Austrian Vice-

continued trust and paid tribute to the dedication of the

Chancellor, Michael Spindelegger, on behalf of Austrian

institution’s staff.

President, Heinz Fischer.
In a citation, Spindelegger, who is also Federal
Minister for European and International Affairs, praised

Institutional transformation

Al-Herbish’s “wise and able guidance” as head of OFID,

In June this year, OFID’s Ministerial Council unanimously

which he said had enabled the institution “to enormously

sanctioned Al-Herbish’s extension as Director-General for

expand its activities and become a key player in interna-

a further five years.

tional development.”

According to an OFID press release, since assuming

He said Al-Herbish was “a most distinguished friend of

office, Al-Herbish had steered the institution through

Austria” and paid tribute to his efforts in laying the foun-

a comprehensive process of institutional transforma-

dations for close institutional cooperation between OFID

tion, with the aim of making its work more relevant and

and the Austrian Ministry of European and International

efficient.

Affairs “not only in the field of development, but also in
the dialogue surrounding religion and civilizations.”

It said that under his stewardship, OFID had broadened its range of financing mechanisms, tripled its annual
commitments and expanded its outreach to some 134

Special relationship

beneficiary countries worldwide.

Accepting the award, Al-Herbish pointed to “the very spe-

subject of energy poverty alleviation, OFID has become

cial relationship” that existed between OFID and Austria,

a leading actor in the global Sustainable Energy for All

which had been the home of the institution since its

initiative,” it stated.
The release noted that Al-Herbish could also be

Austria, he pointed out, had contributed greatly to

credited with facilitating the first replenishment of

OFID’s success by providing a welcoming and accommo-

OFID’s resources in over 30 years. The $1 billion Fourth

dating base for its global operations.

Replenishment was approved by Member Countries in

Al-Herbish revealed that OFID had provided close to

June 2011.

50 grants to help support the activities of Austrian non-

Special guests at the award ceremony included

governmental organizations (NGOs) and other entities

Abdalla Salem El-Badri, OPEC Secretary General, and

that were working both at home and in the developing

Mohammed Al Salloum, Ambassador of Saudi Arabia to

world.

Austria.
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establishment in 1976.

“As a result of Al-Herbish’s tireless advocacy on the
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Forthcoming events
Trading oil on international markets, October 14–18, 2013, Cambridge, UK.
Details: Energy Institute, 61 New Cavendish Street, London W1G 7AR, UK. Tel:
+44 207 467 7116; fax: +44 207 580 2230; e-mail: jwarner@energyinst.org.uk;
website: www.energyinst.org.uk.
Global FPSO conference, October 15–16, 2013, London, UK. Details: IBC
Global Conferences, The Bookings Department, Informa UK Ltd, PO Box 406,
West Byfleet KT14 6WL UK. Tel: +44 207 017 55 18; fax: +44 207 017 47 15;
e-mail: energycustserv@informa.com; website: www.ibcenergy.com.
The Euro crisis: impact on the world economy, October 16–19, 2013,
Brussels, Belgium. Details: Details: Crans Montana Forum, Switzerland. Tel: +37
79 77 07 000; fax: +37 79 77 07 040; e-mail: info@cmf.ch; website: www.cmf.ch.
Big data analytics for oil and gas, October 17–18, 2013, Houston, TX, USA.
Details: IQPC Ltd, Anchor House, 15–19 Britten Street, London SW3 3QL, UK.
Tel: +44 207 368 9300; fax: +44 207 368 9301; e-mail: enquire@iqpc.co.uk;
website: www.iqpc.co.uk.
2nd Environmental infrastructure forum, November 17–19, 2013, Jeddah,
Saudi Arabia. Details: BME Global Ltd, 8 Tyers Gate, London SE1 3HX, United
Kingdom. Contact person: Nabil Gamal Eldin. Tel: +44 203 589 8021; fax: +44
207 022 1722; e-mail: nabil@bme-global.com; website: www.enviro-infrastructure.com.
The FT global shale energy summit, October 21, 2013, London, UK. Details:
The Petroleum Economist Ltd, 69 Carter Lane, London EC4V 5EQ, UK. Tel: +44
207 779 8800; fax: +44 207 779 8899; e-mail: customerservice@petroleumeconomist.com; website: www.petroleum-economist.com.
Advanced contract risk management training, October 21–22, 2013,
Aberdeen, UK. Details: IQPC Ltd, Anchor House, 15–19 Britten Street, London
SW3 3QL, UK. Tel: +44 207 368 9300; fax: +44 207 368 9301; e-mail: enquire@
iqpc.co.uk; website: www.iqpc.co.uk.
11th annual FLNG Asia summit, October 21–23, 2013, Seoul, South Korea.
Details: IQPC Ltd, Anchor House, 15–19 Britten Street, London SW3 3QL, UK.
Tel: +44 207 368 9300; fax: +44 207 368 9301; e-mail: enquire@iqpc.co.uk;
website: www.iqpc.co.uk.
Global unconventional gas, October 21–23, 2013, Beijing, PR of China. Details:
dmg :: events, 6th floor, Northcliffe House, 2 Derry Street, London W8 5TT, UK.
Tel: +44 20 3615 2873; fax: +44 20 3615 0679; e-mail: conferencemarketing@
dmgevents.com; website: www.gug.2013.com.
Indonesia LNG, October 21–24, 2013, Jakarta, Indonesia. Details: World
Alliance for Decentralized Energy, Edinburgh Quay, 133 Fountainbridge, Edinburgh
EH3 9BA, UK. Tel: +44 31 625 33 33; e-mail: infor@localpower.org; website:
http://localpower.org.
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North America unconventionals seminar, October 22–23, 2013, Tunis,
Tunisia. Details: The Exchange Ltd, 5th Floor, 86 Hatton Garden, London EC1N
8QQ, UK. Tel: +44 207 067 1800; fax: +44 207 242 2673; e-mail: marketing@
theenergyexchange.co.uk; website: www.theenergyexchange.co.uk.

52

Shale gas environmental summit, October 22–23, 2013, London, UK. Details:
SMi Group Ltd, Unit 122, Great Guildford Business Square, 30 Great Guildford
Street, London SE1 0HS, UK. Tel: +44 207 827 6000; fax: +44 207 827 6001;
e-mail: client_services@smi-online.co.uk; website: www.smi-online.co.uk.

Asia Pacific oil and gas conference and exhibition, October 22–24, 2013,
Jakarta, Indonesia. Details: Society of Petroleum Engineers, Suite B-11-11, Level
11, Block B, Plaza Mont’Kiara, Jalan Bukit Kiara, Mont’Kiara, 50480 Kuala Lumpur,
Malaysia. Tel: +60 36201 2330; fax: +60 36201 3220; e-mail: spekl@spe.org;
website: www.spe.org.
Deep offshore technology international, October 22–24, 2013, Houston,
TX, USA. Details: PennWell, 1421 S Sheridan Road, Tulsa, Oklahoma 74112, USA.
Tel: +1 918 835 3161; fax: +1 918 831 9497; e-mail: sneighbors@pennwell.com;
website: www.pennwell.com.
North Africa oil and gas summit, October 22–24, 2013, Tunis, Tunisia. Details:
The Exchange Ltd, 5th Floor, 86 Hatton Garden, London EC1N 8QQ, UK. Tel: +44
207 067 1800; fax: +44 207 242 2673; e-mail: marketing@theenergyexchange.
co.uk; website: www.theenergyexchange.co.uk.
Planning and economics of refinery operations, October 22–25, 2013,
London, UK. Details: Energy Institute, 61 New Cavendish Street, London W1G
7AR, UK. Tel: +44 207 467 7116; fax: +44 207 580 2230; e-mail: jwarner@
energyinst.org.uk; website: www.energyinst.org.uk.
LNG New Delhi, October 23–24, 2013, New Delhi, India. Details: ITE Group
plc, Oil and Gas Division, 105 Salusbury Road, London NW6 6RG, UK. Tel: +44
207 596 5233; fax: +44 207 596 5106; e-mail: oilgas@ite-exhibitions.com; website: ite-exhibitions.com.
Shale Colombia 2013 — unconventional oil and gas development congress, October 23–24, 2013, Cartagena, Colombia. Details: London Business
Conferences, First floor, 44–46 New Inn Yard, London EC2A 3EY, UK. Tel: +44
207 7033 4970; fax: +44 207 7749 0704; e-mail: info@london-business-conferences.co.uk; website: www.london-business-conferences.co.uk.
Nigeria oil and gas trade investment forum, October 24, 2013, Onne, Nigeria.
Details: CWC Associates Ltd, Regent House, Oyster Wharf, 16–18 Lombard Road,
London SW11 3RF, UK. Tel: +44 207 978 000; fax: +44 207 978 0099; e-mail:
sshelton@thecwcgroup.com; website: www.thecwcgroup.com.
2nd Annual flare management and reduction summit, October 27–30, 2013,
Abu Dhabi, UAE. Details: IQPC Ltd, Anchor House, 15–19 Britten Street, London
SW3 3QL, UK. Tel: +44 207 368 9300; fax: +44 207 368 9301; e-mail: enquire@
iqpc.co.uk; website: www.iqpc.co.uk.
NOCs and governments summit, October 28, 2013, London, UK. Details:
CWC Associates Ltd, Regent House, Oyster Wharf, 16–18 Lombard Road, London
SW11 3RF, UK. Tel: +44 207 978 000; fax: +44 207 978 0099; e-mail: sshelton@
thecwcgroup.com; website: www.thecwcgroup.com.
HPHT wells summit, October 28–30, 2013, London, UK. Details: IQPC Ltd,
Anchor House, 15–19 Britten Street, London SW3 3QL, UK. Tel: +44 207 368 9300;
fax: +44 207 368 9301; e-mail: enquire@iqpc.co.uk; website: www.iqpc.co.uk.
The MENA mining show, October 28–29, 2013, Dubai, UAE. Details: Terrapinn
Holdings Ltd, First Floor, Modular Place, Turnberry Office Park, 48 Grosvenor
Road, Bryanston 2021, South Africa. Tel: +27 11 516 4000; fax: +27 11 463 6000;
e-mail: enquiry.za@terrapinn.com; website: www.terrapinn.com.
Intelligent energy international conference and exhibition, October
28–30, 2013, Dubai, UAE. Details: Society of Petroleum Engineers, Dubai
Knowledge Village, Block 17, Offices S07-S09, PO Box 502217, Dubai, UAE. Tel:

Energy Iraq 2013, October 28–31, 2013, Kurdistan Region, Iraq. Details:
IFP Iraq, Al Mashraq Street, Villa #2, Hadiab, Ankawa, Erbil, Iraq. Tel: +961 5
959 111; fax: +961 5 959 888; e-mail: info@project-iraq.com; website: www.
elenex-iraq.com.
LNG bunkering Korea, October 28–31, 2013, Seoul, South Korea. Details:
World Alliance for Decentralized Energy, Edinburgh Quay, 133 Fountainbridge,
Edinburgh EH3 9BA, UK. Tel: +44 31 625 33 33; e-mail: infor@localpower.org;
website: http://localpower.org.
Project Iraq 2013, October 28–31, 2013, Kurdistan Region, Iraq. Details:
IFP Iraq, Al Mashraq Street, Villa #2, Hadiab, Ankawa, Erbil, Iraq. Tel: +961 5
959 111; fax: +961 5 959 888; e-mail: info@project-iraq.com; website: http://
project-iraq.com.
Singapore international energy week, October 28–November 1, 2013,
Singapore. Details: The Petroleum Economist Ltd, 69 Carter Lane, London EC4V
5EQ, UK. Tel: +44 207 779 8800; fax: +44 207 779 8899; e-mail: customerservice@petroleum-economist.com; website: www.petroleum-economist.com.
Gas-to-liquids, October 29–30, 2013, London, UK. Details: SMi Group Ltd,
Unit 122, Great Guildford Business Square, 30 Great Guildford Street, London
SE1 0HS, UK. Tel: +44 207 827 6000; fax: +44 207 827 6001; e-mail: client_services@smi-online.co.uk; website: www.smi-online.co.uk.
In situ oil sands SOR reduction initiative 2013, October 29–30, 2013,
Calgary, AB, Canada. Details: London Business Conferences, First floor, 44–46
New Inn Yard, London EC2A 3EY, UK. Tel: +44 207 7033 4970; fax: +44 207
7749 0704; e-mail: info@london-business-conferences.co.uk; website: www.
london-business-conferences.co.uk.
2nd East Africa oil and gas summit, October 29–31, 2013, Istanbul, Turkey.
Details: The Exchange Ltd, 5th Floor, 86 Hatton Garden, London EC1N 8QQ, UK.
Tel: +44 207 067 1800; fax: +44 207 242 2673; e-mail: marketing@theenergyexchange.co.uk; website: www.theenergy-exchange.co.uk.
Power Kazakhstan, October 29–31, 2013, Almaty, Kazakhstan. Details: ITE
Group plc, Oil and Gas Division, 105 Salusbury Road, London NW6 6RG, UK. Tel:
+44 207 596 5233; fax: +44 207 596 5106; e-mail: oilgas@ite-exhibitions.com;
website: ite-exhibitions.com.
OTC Brazil, October 29–31, 2013, Rio de Janeiro, Brazil. Details: Society of
Petroleum Engineers, PO Box 833836, Richardson, TX 75083-3836, USA. Tel: +1
972 952 393; fax: +1 972 952 9435; e-mail: spedal@spe.org; website: www.spe.org.
Gas Asia summit, October 30–November 1, 2013, Singapore. Details: dmg ::
events, 6th floor, Northcliffe House, 2 Derry Street, London W8 5TT, UK. Tel: +44
20 3615 2873; fax: +44 20 3615 0679; e-mail: conferencemarketing@dmgevents.
com; website: www.gasasiasummit.com.
15th CIS oil and gas transportation meeting, October 30–November 1,
2013, Istanbul, Turkey. Details: The Exchange Ltd, 5th Floor, 86 Hatton Garden,
London EC1N 8QQ, UK. Tel: +44 207 067 1800; fax: +44 207 242 2673; e-mail:
marketing@theenergyexchange.co.uk; website: www.theenergyexchange.
co.uk.
Environmental management in oil and gas, October 31, 2013, San Antonio,
TX, USA. Details: IQPC Ltd, Anchor House, 15–19 Britten Street, London SW3
3QL, UK. Tel: +44 207 368 9300; fax: +44 207 368 9301; e-mail: enquire@iqpc.
co.uk; website: www.iqpc.co.uk.

Vacancy announcement
Energy Outlook Coordinator
Within the Research Division, the Energy Studies Department monitors, analyzes and forecasts world energy developments in the medium and long term and reports thereon, in
particular; provides in-depth studies and reports on medium to long term energy issues;
monitors developments and undertakes specific studies on energy demand and production-related technology and assesses implications for OPEC; identifies and follows up key
areas of energy-related emerging technologies and research and development (R&D) and
facilitates and supports coordinated planning and implementation of collaborative energy
related R&D programmes of OPEC Member Countries; identifies prospects for OPEC participation in major international R&D activities; carries out studies and reports on medium to
long term developments in the petroleum industry; provides effective tools for and carries
out model based studies for analyses and projections of medium and long term energy supply/demand and downstream simulation; elaborates OPEC Long Term Strategy and monitors, analyzes and reports on relevant national or regional policies, such as fiscal, energy,
trade and environmental, and assesses their impacts on energy markets.

Objective of position:

The Energy Outlook Coordinator coordinates research activities related to generating a
consistent set of projections on future energy supply and demand levels and ensures coherency in scenarios describing possible developments and outlooks for the global energy
scene in general and on petroleum supply in particular. Further, he/she provides substantial contribution on current and expected future oil supply developments to the Outlooks
generated by the Secretariat including coordination of building a comprehensive oil supply
database and monitoring developments related to shale oil and shale gas supply issues.

Main responsibilities:

Assists in the identification and initiation of key areas of research to be conducted that will
provide inputs and elements for building reference case and scenarios included in World
Oil Outlook projections. Coordinates research activities leading to generating a consistent set of projections on future energy supply and demand levels and to ensure coherency
in scenarios describing possible developments and outlooks for the global energy scene.
Coordinates development of a comprehensive oil supply database, together with other RD
departments, that serves as the base for supply projections at the global and regional level.
This includes current and future supply levels, reserves and resources, costs and decline
rates. Monitors developments related to petroleum supply in general and in shale oil and
shale gas supply in particular. Provides substantial contribution on current and expected
future oil supply developments to the World Oil Outlook generated by the Secretariat,
including detailed analyses to support these expectations. Conducts research on specific
supply-related issues such as resource base, industry costs and investments, regional
analysis, decline rates, upstream technologies etc. Carries out any other tasks assigned
by the relevant superiors as pertain to his/her background, qualifications and position.

Required competencies and qualifications:

Advanced university degree in engineering, sciences or related field. A minimum of ten
years (eight years in case of an advanced degree). Training/specialization: Upstream
and downstream petroleum technology; R&D programme planning and implementation.
Competencies: Communication skills, analytical skills, presentation skills, interpersonal
skills, customer service orientation, initiative and integrity. Language: English.

Status and benefits:

Members of the Secretariat are international employees whose responsibilities are not
national but exclusively international. In carrying out their functions they have to demonstrate the personal qualities expected of international employees such as integrity, independence and impartiality. The post is at grade D reporting to the Head of Energy Studies
Department. The compensation package, including expatriate benefits, is commensurate
with the level of the post.

Applications:

Applicants must be nationals of Member Countries of OPEC and should not be older than
58 years. Applicants are requested to fill out the application form which can be received
from their Country’s Governor for OPEC. In order for applications to be considered, they
must reach the OPEC Secretariat through the relevant Governor not later than November
17, 2013, quoting the job code: 5.2.01 (see www.opec.org — Employment).
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+971 4 390 3540; fax: +971 4 366 4648; e-mail: spedub@spe.org; website: www.
spe.org.
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Puzzle

Puzzle Page
The OPEC Bulletin welcomes you to its ‘Puzzle page’, where readers get the chance to test their knowledge of the petroleum industry in a variety of brain teasers, including word search puzzles and crosswords. Good luck!

Brain teaser
Below is a crossword puzzle for you to complete. The clues to the puzzle are given below.
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Across
1 Provide room with fresh air (9)
6 Comparable (4)
7 Condensed water vapour (4)
8 Barrel, abbr (2)
9 Rectangular groove in board (4)
11 Smallest part of element (4)
13 Joint venture, abbr (2)
14 Discretion (4)
16 Drive in with force (4)
18 Reserved (9)

Down
1 Authenticated (9)
2 Unadulterated (5)
3 Symbol for indium (2)
4 Automatic Equipment Identification, abbr (3)
5 Evaluated (9)
7 Master of landscape architecture, abbr (3)
10 On-the-job training, abbr (3)
12 Contaminate (5)
17 Symbol for actinium (2)
© Olulana ‘Kayode

OPEC
Organization of the Petroleum Exporting Countries

September 2013
The current recovery in the economies of the
developed countries could be expected to filter
through to the emerging and developing economies in the coming months, which all spells
good news for oil demand.
That is the view of the OPEC Secretariat
in its Monthly Oil Market Report (MOMR) for
September. The publication’s feature article said that the recent positive developments witnessed in the OECD economies had
already resulted in a gradual improvement in
oil demand. This, along with some supply outages, had resulted in a decline in OECD crude
inventories, adding to the upward pressure on
crude oil prices in recent weeks. However, it
noted that a look at days of forward cover —
which provided a good measure of the market’s
needs — showed that OECD inventories stood at
a comfortable level of 58.5 days. “This figure is
above the historical norm and provides confirmation that the market at present remains well
supplied,” the report observed.
Looking ahead, it said crude stocks should
gradually begin to build as refiners headed into
the maintenance period at the end of the third
quarter, while summer demand wound down.
At the same time, it added, the ongoing rise in
non-OECD inventories should also provide a
further cushion to the market, complementing
existing — and expanding — crude oil production capacity.
Assessing the overall situation, the MOMR
stated that the global economy gained momentum in the second quarter of the year after a
relatively weak start to 2013.
It reiterated that the main impetus behind
the pick-up in activity had come from the OECD
economies, with a healthy performance in the
United States and the Euro-zone returning to
growth after 18 months of recession.
Emerging and developing economies were
likely to follow, it maintained, led by China and

Brazil, a development that was
expected to gain further traction
in the second half. However, the
MOMR contended that India and
Russia were likely to continue to be
impacted by declining investments. Growth in
both countries was expected to remain below
potential, with Russia in a better position to
withstand the current challenges.
It said the improving situation in the developed economies could be seen in the most
recent Purchasing Manager’s Indices (PMIs)
for the manufacturing sector.
However, despite the recent improvements,
the OPEC Secretariat’s forecast for global economic growth in 2013 remained at 2.9 per cent,
the lowest level since 2010, due to the low
growth experienced at the start of the year.
But it stressed that the pick-up was
expected to continue into the coming year,
with global growth forecast at 3.5 per cent.
“A more positive performance for the world
economy could materialize on developments
such as any progress made on US fiscal issues;
a stronger-than-expected recovery in the Eurozone; more effective stimulus measures in
Japan; further progress in structural reforms
in emerging economies; and an improvement
in international trade.”
Among the downside risks, said the MOMR,
were the upcoming budget and debt ceiling
negotiations in the US; the continued weakness in the Euro-zone’s banking system; and
fiscal consolidation in Japan.
Further downside risks included the impact
on emerging and developing economies of
efforts to scale back monetary stimulus in the
US; the potential re-emergence of challenges to
China’s financial system; and reduced foreign
and domestic investments in India and Russia.
Looking at the OECD in more detail, the
report stated that the Euro-zone’s return to
growth in the second quarter had been a significant driver for the improvement in the global
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economy. In recent years, its severe sovereign
debt crisis and the impact this had had on the
financial sector, as well as the decline in output
due to austerity measures, had had a significant
negative effect on the global economy.
“The latest data appears to show a broaderbased yet gradual improvement in the Eurozone. In the US, strong growth in the second
quarter, in combination with the expansion of
its manufacturing sector, has been supportive
to the global economy.”
Elsewhere, said the MOMR, Japan was benefitting from the recovery in its main trading partners in the OECD and China and seemed to be
on track with its stimulus measures. “However,
the need to make fiscal adjustments will likely
drag on the country’s growth next year.”
The report said that in the emerging and
developing economies, expectations that the US
central bank would reduce monetary stimulus
in the coming months had proved a challenge,
particularly for economies with large current
account deficits.
India, in particular, had seen a significant
depreciation in the value of its currency, as
well as declining investments in recent months.
These factors were likely to dampen economic
growth in the second half.
It said Russia was also experiencing declining investments, which could impact growth
over the coming quarters, whereas Brazil had
experienced a welcome increase in investments in the first half, which should lead to an
improvement in economic growth in the second
half. Meanwhile, China’s output numbers had
improved recently and lead-indicators pointed
to better momentum in the second half, the
MOMR observed.
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Better outlook for oil demand as
developed economies gain strength

September 2013
Review of developments in the world economy

Market Review

Monthly Oil Market Report
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Market Review

MOMR oil market highlights …
The OPEC Reference Basket averaged $107.52
a barrel in August, representing an increase
of $3.07 over the previous month. All Basket
component values improved, except Ecuador’s
Oriente. Prices were generally supported by
tightness in the Brent market. The Basket’s yearto-date value stood at $105.32/b, a decline of
$4.81, or 4.8 per cent, from the same period last
year. In August, international crude oil futures
soared on both sides of the Atlantic, as a result
of seasonal increases in demand, some supply
outages and geopolitical worries. Money managers capitalized on the combination of higher
political risks and supply disruptions to push
crude prices higher as net length for ICE Brent
crude futures and options reached all-time
highs. Nymex WTI rose $1.84 to an average of
$106.54/b. ICE Brent jumped $3.02 to an average of $110.45/b.

OPEC bulletin 9/13

World economic growth forecasts for 2013
and 2014 remain unchanged at 2.9 per cent
and 3.5 per cent, respectively. US growth for
2013 has been revised up to 1.7 per cent from
1.6 per cent, due to a stronger-than-expected
second quarter; the 2014 forecast remains at
2.5 per cent. After a return to growth in the second quarter, the Euro-zone is now expected to
see a lower contraction of 0.5 per cent in 2013;
the forecast for 2014 remains at 0.6 per cent.
Japan’s forecast has been revised down to 1.7
per cent from 1.9 per cent and the 2014 forecast is unchanged at 1.4 per cent. India has
recently been impacted by capital outflows
and its 2013 forecast has been revised from 5.6
per cent to 5.3 per cent, while its 2014 growth
remains at 6.0 per cent. China’s forecasts
remain unchanged at 7.6 per cent and 7.7 per
cent for 2013 and 2014, respectively. Overall,
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developed economies are recovering — albeit
from low levels — amid a slowdown in emerging and developing economies.

September 2013

the driving season in the Atlantic Basin. This
caused refinery margins to fall across the globe.

World oil demand growth in 2013 was revised
up slightly by 25,000 b/d, reflecting higherthan-expected actual data for the first half of
the year, as well as positive signs of improvement in major OECD economies, particularly
in the United States, the United Kingdom and
Germany. The forecast for 2013 currently stands
at 800,000 b/d. In 2014, world oil demand is
projected to grow by one million b/d, in line
with the previous forecast, despite some marginal regional revisions to account for the latest information.

The tanker market saw mixed movement in
August with VLCC spot freight rates dropping
and Suezmax and Aframax spot rates rising
from a month earlier. Tanker tonnage availability, low activity and holidays in the Far
East and the UK were the main factors behind
the decline in VLCC spot freight rates, while
Suezmax and Aframax freight rates saw support from port delays and prompt replacements.
OPEC spot fixtures were lower in August compared to the previous month, averaging 17.3m
b/d, while OPEC sailings reported a decline of
600,000 b/d.

Non-OPEC supply is anticipated to increase
by 1.1m b/d in 2013. Growth is supported by
expected gains in the US, Canada, South Sudan
and Sudan, Russia, China and Colombia, while
output from Syria, Norway, the UK and Australia
is projected to decline. In 2014, non-OPEC oil
supply is forecast to grow by 1.2m b/d. Output
of OPEC NGLs is expected to average 5.8m
b/d in 2013 and 6.0m b/d in 2014, representing growth of 200,000 b/d and 100,000 b/d,
respectively. In August, OPEC crude oil production stood at 30.23m b/d, representing a
decrease of 124,000 b/d from the previous
month, according to secondary sources.

Total OECD commercial oil stocks rose by
5.3m b in July, but indicated a deficit of around
55m b with the five-year average. Crude stocks
were 20m b below the five-year average and
product inventories were down by 35m b. In
days of forward cover, OECD commercial stocks
stood at 58.5 days, 0.3 days above the five-year
average. Preliminary data for August shows
that US commercial oil stocks fell slightly by
700,000 b, reversing the build of the previous five months, but still indicating a surplus
of 30.7m b with the five-year average. Crude
and product stocks saw surpluses of 19.1m b
and 11.5m b, respectively.

Oil product markets exhibited a mixed performance in August. Middle distillates retained
some strength on the back of tightening sentiment, fuelled by the upcoming autumn maintenance season. The top and bottom of the barrel
weakened worldwide, due to lacklustre demand
amid rising supplies and the winding down of

Demand for OPEC crude in 2013 is forecast
to average 29.9m b/d, unchanged from the
previous report and 500,000 b/d lower than
last year. Demand for OPEC crude in 2014 was
revised down slightly to 29.6m b/d since the
last MOMR to show a decline of 300,000 b/d
compared to the current year.

The feature article and oil market highlights are taken from OPEC’s Monthly Oil Market Report (MOMR) for September 2013.
Published by the Secretariat’s Petroleum Studies Department, the publication may be downloaded in PDF format from our
Website (www.opec.org), provided OPEC is credited as the source for any usage. The additional graphs and tables on the
following pages reflect the latest data on OPEC Reference Basket and crude and oil product prices in general.

Table 1: OPEC Reference Basket crude oil prices
2012
Aug

Weeks 31–35/13 (week ending)

2013
Sep

Oct

Nov

Dec

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Aug 2 Aug 9 Aug 16 Aug 23 Aug 30

Arab Light — Saudi Arabia

109.94 111.32 109.09 108.47 108.35 110.64 113.95 107.61 101.97 101.06 101.30 105.03 108.09 106.42 106.02 107.45 107.92 111.28

Basrah Light — Iraq

108.68 109.39 106.66 105.45 105.04 107.51 110.48 104.17 98.22

Bonny Light — Nigeria

114.63 114.06 113.31 110.91 111.19 115.41 118.69 110.57 105.17 105.83 106.12 110.21 113.62 111.05 111.03 113.24 113.40 117.31

Es Sider — Libya

112.18 112.16 111.41 109.01 109.29 113.01 116.29 108.37 102.22 102.63 103.07 107.91 111.07 108.65 108.48 110.69 110.85 114.76

Girassol — Angola

113.08 113.14 111.00 108.91 108.92 112.24 116.22 109.48 103.84 103.69 104.23 107.55 110.80 108.39 107.93 109.89 110.89 114.96

Iran Heavy — IR Iran

109.36 110.99 108.11 106.80 106.56 108.52 112.24 105.47 99.71

99.72

100.61 103.65 107.06 104.74 104.51 106.13 107.45 110.83

Kuwait Export — Kuwait

108.91 110.02 107.56 106.82 106.19 108.31 111.79 105.17 100.07 99.82

100.22 103.22 106.47 104.61 104.18 105.67 106.60 109.93

Marine — Qatar

108.57 111.17 108.63 107.12 106.25 107.87 110.94 105.36 101.55 100.22 100.20 103.34 106.67 104.65 104.10 105.72 107.11 110.44

Merey* — Venezuela

99.89 101.84 97.50

Murban — UAE

110.88 113.57 111.36 109.69 108.90 110.39 113.92 108.45 104.46 102.83 102.61 105.58 109.18 106.82 106.33 108.10 109.86 113.24

Oriente — Ecuador

102.21 102.81 98.74

Saharan Blend — Algeria

112.23 112.06 111.41 109.36 109.89 114.21 116.99 108.87 102.97 102.83 102.07 107.56 111.87 108.76 109.28 111.49 111.65 115.56

OPEC Reference Basket

109.52 110.67 108.36 106.86 106.55 109.28 112.75 106.44 101.05 100.65 101.03 104.45 107.52 105.57 105.26 106.89 107.53 110.85

93.28

97.15

91.68

96.99 101.94 98.55

93.84

98.68 101.39 103.41 100.86 95.56

98.23

94.02

96.40

98.94

95.37

96.01

103.24 106.07 104.56 104.09 105.57 105.74 109.13

95.68

99.54

98.06

98.24

96.38

97.84

Table 2: Selected OPEC and non-OPEC spot crude oil prices
2012

Crude/Member Country

Jul

Sep

Oct

Nov

Dec

Jan

96.83

98.01

98.36

98.40

97.39

99.88

99.92

$/b
Weeks 27–31/13 (week ending)

2013
Aug

96.49

Feb

Mar

Apr

May

Jun

Jul

Jul 5

Jul 12 Jul 19 Jul 26 Aug 2

Minas — Indonesia

115.46 113.06 111.47 108.26 108.96 116.92 119.62 109.47 101.25 99.11

103.19 103.38 105.55 103.70 104.12 104.30 105.34 108.75

Arab Heavy — Saudi Arabia

108.47 109.76 106.91 106.13 104.79 106.54 110.15 103.16 98.50

99.64

Brega — Libya

111.78 111.76 110.89 108.61 108.99 113.01 116.49 108.62 102.67 103.03 103.27 108.11 111.52 108.95 108.93 111.14 111.30 115.21

Brent — North Sea

113.48 112.86 111.61 109.11 109.29 113.01 116.29 108.37 102.17 102.53 102.92 107.96 111.27 108.76 108.68 110.89 111.05 114.96

Dubai — UAE

108.62 111.22 108.80 107.22 106.34 107.94 111.25 105.55 101.68 100.30 100.32 103.52 106.81 104.80 104.25 105.82 107.23 110.59

Ekofisk — North Sea

114.05 113.29 112.49 110.46 110.66 113.67 117.68 110.43 103.53 103.60 103.79 108.77 112.54 109.66 109.46 111.88 112.88 117.62

Iran Light — IR Iran

111.30 112.24 109.60 107.77 107.61 110.38 114.68 108.52 101.27 100.98 101.73 105.54 109.17 106.21 105.45 108.99 109.81 114.20

Isthmus — Mexico

107.22 107.90 104.39 99.37

Oman — Oman

108.92 111.31 108.83 107.23 106.34 107.94 111.25 105.56 101.72 100.46 100.35 103.53 106.94 104.88 104.39 105.99 107.39 110.67

Suez Mix — Egypt

110.23 109.08 107.42 105.38 105.35 108.73 111.68 104.23 99.12

Tia Juana Light2 — Venez.

105.61 105.85 102.20 97.28

Urals — Russia

113.18 111.92 110.26 108.23 108.21 111.62 114.51 107.01 102.06 102.52 102.74 108.06 110.75 108.71 108.39 110.30 110.44 114.23

WTI — North America

94.08

1

94.55

89.47

86.59

98.98

101.78 105.33 103.17 102.78 104.36 105.76 109.08

99.03 106.48 113.44 109.86 105.48 105.48 104.08 109.18 109.09 109.28 107.86 109.58 107.92 110.81

99.89

100.13 105.41 108.08 106.04 105.73 107.65 107.77 112.37

96.95 104.03 110.72 107.99 103.90 103.90 102.20 107.00 107.02 107.14 105.81 107.50 105.87 108.70

88.23

94.77

95.31

92.87

91.97

94.60

95.74

104.51 106.55 105.48 105.17 106.88 105.55 108.28

Note: As per the decision of the 109th ECB (held in February 2008), the OPEC Reference Basket (ORB) has been recalculated including the Ecuadorian crude
Oriente retroactive as of October 19, 2007. As per the decision of the 108th ECB, the ORB has been recalculated including the Angolan crude Girassol, retroactive
January 2007. As of January 2006, monthly averages are based on daily quotations (as approved by the 105th Meeting of the Economic Commission Board). As of
June 16, 2005 (ie 3W June), the ORB has been calculated according to the new methodology as agreed by the 136th (Extraordinary) Meeting of the Conference. As
of January 2009, the ORB excludes Minas (Indonesia).
* Upon the request of Venezuela, and as per the approval of the 111th ECB, BCF-17 has been replaced by Merey as of January 2009. The ORB has been revised
as of this date.
1. Indonesia suspended its OPEC Membership on December 31, 2008.
2. Tia Juana Light spot price = (TJL netback/Isthmus netback) x Isthmus spot price.
Brent for dated cargoes; Urals cif Mediterranean. All others fob loading port.
Sources: The netback values for TJL price calculations are taken from RVM; Platt’s; Secretariat’s assessments.
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Graph 1: Evolution of the OPEC Reference Basket crudes, 2012/13
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Graph 2: Evolution of spot prices for selected non-OPEC crudes, 2012/13
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Note: As per the decision of the 109 ECB (held in February 2008), the OPEC Reference Basket (ORB) has been recalculated including the Ecuadorian crude Oriente
retroactive as of October 19, 2007. As per the decision of the 108th ECB, the basket has been recalculated including the Angolan crude Girassol, retroactive January
2007. As of January 2006, monthly averages are based on daily quotations (as approved by the 105th Meeting of the Economic Commission Board). As of June 16,
2005 (ie 3W June), the ORB has been calculated according to the new methodology as agreed by the 136th (Extraordinary) Meeting of the Conference. As of January
2009, the ORB excludes Minas (Indonesia).
Upon the request of Venezuela, and as per the approval of the 111th ECB, BCF-17 has been replaced by Merey as of January 2009. The ORB has been revised as of
this date.
th

Graph 3 Rotterdam

Table and Graph 3: North European market — spot barges, fob Rotterdam
naphtha
2012

2013

regular
gasoline
unleaded

premium
gasoline
50ppm

diesel
ultra light

jet kero

fuel oil
1 per
cent S

fuel oil
3.5 per
cent S

$/b

160

August

103.46

130.10

133.11

131.33

133.19

108.06

100.94

September

106.90

133.41

137.67

134.72

136.77

109.44

102.07

150

October

105.62

132.35

126.60

135.41

135.41

101.15

96.86

140

November

103.00

125.92

117.89

129.48

129.34

95.37

92.46

December

103.83

127.74

120.03

124.71

128.37

94.35

91.16

January

103.22

129.56

124.95

128.47

131.56

99.44

96.75

120

February

109.76

131.37

133.87

133.30

136.61

104.22

99.85

110

March

100.70

127.37

122.54

123.85

125.31

96.98

95.40

April

99.04

126.29

120.47

123.27

124.75

92.63

92.86

May

99.30

128.47

121.53

123.97

125.12

94.10

93.63

90

June

99.06

127.46

119.86

123.75

124.82

93.11

91.93

80

July

99.86

128.43

120.60

124.07

125.40

93.67

92.46

101.75

129.69

124.97

124.65

127.02

95.10

96.96

August

fuel oil 1%S
fuel oil 3.5%S

diesel
jet kero

reg unl 87
prem 100ppm

naphtha

130

100

70

Aug

Sep

2012
Note: Prices of premium gasoline and diesel from January 1, 2008, are with 10 ppm sulphur content. Graph
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Table and Graph 4: South European market — spot cargoes, fob Italy
naphtha
2012 August

premium
gasoline
50ppm

diesel
ultra light

fuel oil
1 per cent S

fuel oil
3.5 per cent S

126.09

148.43

136.46

95.66

85.71

154.44

139.88

97.82

86.67

150

October

128.77

142.47

138.57

90.60

82.16

140

November

125.67

133.02

131.63

85.54

78.40

December

126.41

131.52

129.88

84.58

77.22

125.25

137.69

134.06

90.27

82.02

130
120

February

133.61

148.51

138.38

94.78

84.69

March

121.97

139.34

132.70

91.30

83.36

April

119.52

137.80

128.68

88.19

79.66

May

121.05

139.46

129.80

89.36

81.15

90
80
Graph
5 US East Coast Market

June

120.40

137.65
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88.38
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120.69

138.21
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89.07

78.84

August

123.29
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132.98

93.06
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Table and Graph 5: US East Coast market — spot cargoes, New York

2012 August

naphtha

regular
gasoline
unleaded 87

gasoil

jet kero

fuel oil
0.3 per
cent S

fuel oil
2.2 per
cent S

120.32

126.88

133.35

133.64

48.18

42.32

September

124.84

130.65

136.32

135.87

49.84

45.78

October

116.75

124.33

131.48

132.32

47.23

40.54

November

116.92

114.12

125.90

127.22

41.88

35.24

December

118.67

110.59

125.17

126.42

41.87

35.23

119.50

111.31

125.88

127.40

42.04

36.21

2013 January
February

119.55

111.50

126.12

130.75

43.45

38.27

March

118.07

110.35

124.71

127.57

41.35

37.72

April

115.18

110.01

123.03

124.73

40.99

37.24

May

116.15

110.29

123.88

126.48

42.91

37.84

June

116.10

110.12

122.95

124.48

42.26

36.08

July

116.32

110.26

123.55

124.68

42.59

36.22

August

119.45

111.45

127.78

126.74

47.22

36.76

fuel oil 1.0%S
fuel oil 3.5%S

prem 50ppm
diesel

naphtha

160

130.38

July

Aug

$/b

September

2013 January

Jul

Mar Apr

May

Jun

Jul

Aug

$/b, duties and fees included
naphtha
gasoil

jet kero
fuel oil 0.3%S LP

reg unl 87
fuel oil 2.2%S

160
140
120
100
80
60
40
20

Aug

2012

Sep

Oct

Nov

Dec

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

2013

Source: Platts. Prices are average of available days.
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Graph 6 Caribbean Market
Table and Graph 6: Caribbean market — spot cargoes, fob
naphtha
2012 August

gasoil

jet kero

fuel oil
2 per cent S

$/b
fuel oil
2.8 per cent S

109.40

127.23

133.95

96.63

93.18

September

114.59

131.98

135.20

99.31

97.06

150

October

108.35

126.71

131.77

94.27

92.19

140

November

108.52

121.99

125.88

90.89

89.02

December

110.27

121.72

125.49

89.46

87.80

113.55

122.08

131.81

95.58

92.82

2013 January

120

February

127.69

127.55

136.72

99.34

96.50

119.80

123.03

125.96

94.15

91.25

April

119.08

118.70

125.70

92.62

88.89

May

120.51

121.20

127.57

93.07

90.46

90
80

June

119.83

119.01

126.75

91.69

90.04

120.69

119.43

127.17

92.33

90.69

August

122.53

122.81

130.63

93.58

95.44

fuel oil 2.0%S
fuel oil 2.8%S

130

March

July

gasoil
jet kero

naphtha
160

110
100

70

Aug

Sep

Oct

2012

Nov

Dec

Jan

Feb
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Apr May

Jun

Jul
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2013

Graph 7 Singapore
Table and Graph 7: Singapore market — spot cargoes, fob
naphtha
2012 August

premium
gasoline
unl 95

premium
gasoline
unl 92

diesel
ultra light

jet kero

$/b

fuel oil
180 Cst

fuel oil
380 Cst

102.89

127.20

123.78

130.75

129.51

103.55

103.09

September

106.81

125.97

122.25

132.61

132.57

105.32

104.70

150

October

104.91

124.07

120.42

129.85

130.17

100.04

99.89

November

140

102.64

119.61

116.47

125.69

125.21

94.51

94.59

December

103.21

118.85

115.89

125.07

124.75

94.14

94.20

130

105.55

122.77

120.07

127.01

128.09

97.46

98.48

120

February

111.89

132.98

129.78

132.75

133.77

100.22

101.44

110

March

102.09

124.00

120.78

123.64

123.50

97.98

98.49

April

99.88

123.12

118.75

120.56

121.39

94.19

96.32

May

100.73

123.71

120.09

122.30

123.81

96.44

98.50

90

June

98.40

121.41

117.81

120.75

123.22

96.29

97.33

80

July

99.00

121.89

118.34

121.20

123.70

97.18

98.16

102.60

122.83

121.16

123.54

124.10

99.96

99.19

2013 January

August

diesel
jet kero

prem unl 95
prem unl 92

naphtha

160

fuel oil 180 Cst
fuel oil 380 Cst

100

70

Nov Dec Jan Feb Mar Apr May
Aug Sep8 Oct
Graph
Middle
East
Gulf Market
2012
2013

Jun

Table and Graph 8: Middle East Gulf market — spot cargoes, fob
naphtha
2012 August

gasoil

jet kero

fuel oil
180 Cst

126.41

126.79

101.23

103.84

127.75

129.96

102.45

150

October

101.96

124.81

127.51

97.44

140

November

99.17

120.71

122.19

92.19

December

99.77

120.02

121.59

91.84

102.51

124.21

125.44

95.16

120

107.36

130.14

131.30

97.98

110

97.85

120.35

120.40

95.82

100

April

94.10

119.97

116.44

90.92

May

95.14

120.61

118.06

91.68

90

June

93.61

119.06

116.30

89.93

80

July

93.86

119.09

117.16

90.51

August

94.50

121.13

122.01

94.59

70

Aug

2012

60

fuel oil 180 Cst

gasoil

130

March

Source: Platts. Prices are average of available days.

jet kero

naphtha
160

100.24

February

Aug

$/b

September

2013 January

Jul

Sep

Oct

Nov

Dec

Jan
2013

Feb

Mar

Apr

May

Jun

Jul

Aug

OPEC Publications

OPEC offers a range of publications that reflect its activities. Copies can be obtained by contacting this Department,
which regular readers should also notify in the event of a change of address:
PR & Information Department, OPEC Secretariat
Helferstorferstrasse 17, A-1010 Vienna, Austria
Tel: +43 1 211 12-0; fax: +43 1 211 12/5081; e-mail: prid@opec.org

OPEC Bulletin
(free of charge)

Annual Statistical Bulletin
2013 (free of charge)

Annual Report 2012
(free of charge)

OPEC

OPEC Energy Review
OPEC Energy Review

2013

OPEC Monthly Oil Market
Report (free of charge)
Organization of the Petroleum Exporting Countries

OPEC Energy Review

Monthly Oil Market Report
September 2013
Feature Article:

OPE C
OPEC

Annual Statistical Bulletin

1
3
5
11
15
27
36
46
53
57
63
70

Published and distributed on behalf of the
Organization of the Petroleum Exporting Countries, Vienna

March 2012

A nnua l Sta ti s ti c a l B u l l e t i n

Oil market highlights
Feature article
Crude oil price movements
Commodity markets
World economy
World oil demand
World oil supply
Product markets and refinery operations
Tanker market
Oil trade
Stock movements
Balance of supply and demand

Vol. XXXVI, No. 1

Review of developments in the world economy

Vol. XXXVI, No. 1
Modelling petroleum future price
volatility: analysing asymmetry
and persistency of shocks
Analysis of consumption pattern
of highway transportation fuel in
Nigeria
An analysis of energy price
reform: a CGE approach
Gas development in Saudi
Arabia assessing the short-term,
demand-side effects
How to sell Russian gas to
Europe via Ukraine?
Real exchange rate assessment
for Nigeria: an evaluation of
determinants, strategies for
identification and correction of
misalignments

March 2012
Fardous Alom, Bert D. Ward
and Baiding Hu
Maxwell Umunna Nwachukwu
and Harold Chike Mba
Davood Manzoor,
Asghar Shahmoradi
and Iman Haqiqi
Raja M. Albqami and
F. John Mathis
Sergei Chernavsky and
Oleg Eismont
Emre Ozsoz and
Mustapha Akinkunmi

Printed in Singapore by Markono Print Media Pte Ltd.

Organization of the Petroleum Exporting Countries

2013

104-page book with CD
The CD (for Microsoft
Windows only) contains all
the data in the book and
much more.
• Easy to install and display
• Easy to manipulate and
query
• Easy to export to spreadsheets such as Excel

Helferstorferstrasse 17, A-1010 Vienna, Austria
Tel +43 1 21112 Fax +43 1 2164320 E-mail: prid@opec.org Web site: www.opec.org

• Crude oil and product
prices analysis
• Member Country output
figures
• Stocks and supply/
demand analysis

001_opec_v36_i1_cover_5.0mm.indd1 1

World Oil Outlook 2012
(free of charge)

1/17/2012 6:36:04 PM

Contains research papers by international experts on energy, the oil market,
economic development and the environment. Available quarterly only from the
commercial publisher. Annual subscription
rates for 2013:
Institutional
&
Online Print
online
Americas $
720 827
429 493
UK £
Europe (others) € 544 627
544 627
Europe (EU) €
840 967
Rest of world $

Print
720
429
544
544
840

Personal
Print &
online
191
115
£115
170
£115

Orders and enquiries:
Blackwell Publishing Journals, 9600 Garsington Road, Oxford OX4 2DQ, UK.
Tel: +44 (0)1865 776868; fax: +44
(0)1865 714591; e-mail: cs-journals@
wiley.com; http://onlinelibrary.wiley.com/

OPEC bulletin 9/11

Organization of the Petroleum Exporting Co u n trie s

61

www.opec.org

