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I was struck, reading this month's QPEC monthly oil market report (pdf file) both by the degree
of optimism that it contains, and the way in which they apparently see the world market. As the
report is structured, the presentation suggests that OPEC looks at the world production from
elsewhere, compares it with the demand, and makes up the difference.

Table 28: Summarized supplydemand balance for 2008, mb/'d

2005 1Q06 2006 3006 4006 2004

(a) World Oil Demand 8311 492 8331 407 B5.82 B4.53
(b} Non-QPEC Supply 34,35 35.03 3346 56.11 57.53 6,04
Difference (ab) 2876 2900 2785 2797 2BH 2850
OPEC crude ol production 20.80 29.65

Balance 1.13 025

(1) Including QPEC NGLs + non-conventional oils,
{2) Selected secomdary sources.
Totals may not add due fo independent rounding.

Put in words, their estimates are

On a quarterly basis, non-OPEC supply is expected to average 50.7 mb/d, 51 mb/d,
51.6 mb/d, and 52.9 mb/d in the first, second, third and fourth quarters, representing
an upward revision of 99,000 b/d in the first quarter, downward revision of 285,000
b/d in the second, upward revision of 248,000 b/d in the third and 258,000 in the
fourth.

They then compare this with demand.

Perhaps the most significant of which is that for China. That perhaps can be seen by looking at
their graph of Chinese demand in recent times.
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By then comparing this to supply they derive the needed production from OPEC.
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Putting that into words:,

The estimated demand for OPEC crude in 2005 has been revised to 28.8 m/d,
representing an increase of 0.6 mb/d from last year and a revision of 0.1 mb/d. In
2006, the demand for OPEC crude is expected to average 28.5 mb/d, representing an
upward revision of 0.1 mb/d versus the previous month. On a quarterly basis, the
demand for OPEC crude is expected at 29.9 mb/d in the first quarter, 27.8 mb/d in the
second, 28 mb/d in the third and 28.3 mb/d in the fourth, representing an upward
revision of 0.4 mb/d in the second quarter and a negative revision of 0.1 mb/d in the
third. Preliminary data shows that there was an inventory draw of 0.25 mb/d in the
first quarter of 2006.

(The last sentence is rather curious).

The report contains some interesting side comments, for example on Russia:

In April the new tax duty came into force for crude exports which may

affect some producers, particularly those that depend on rail exports. It is interesting to
notice that despite the level of oil prices seen this year, recent drilling statistic shows
that drilling footage is down 7% year on year in January, mainly due to the cold weather,
but the trend over the last several months also shows a slight negative/flat slope for the
growth in drilling footage, which correlates well with the slowdown in the rate of
production growth seen recently.

And their prognostication for the United States may be a little optimistic, at least for the
GOMEX.

US oil supply is expected to average 7.4 mb/d in 2006, an increase of 130,000 b/d
versus 2005, but slightly lower versus the last assessment. On a quarterly basis, US oil
supply is expected to average 7.2 mb/d, 7.4 mb/d, 7.4 mb/d, and 7. 7 mb/d in the first,
second, third, and fourth quarters respectively. The revision reflects a slightly worse
expectation for the recovery of the US GoM in 2Q06 and 3Q06. Assumed GoM losses in
2Q06 have been adjusted to 280,000 from a previous estimate of 200,000 b/d while
for 3Q06 losses are now assumed at 100,000 b/d compared to a previous 50,000 b/d.
Additionally, 50,000 b/d of permanent losses are not expected to recover in 2006, an
assumption that remains unchanged. The main fields that are currently shut down
include Mars (140,000 b/d), Typhoon (40,000 b/d), and K2 (15,000 b/d).

The second reason for the revisions is related to the problems in Prudhoe Bay gathering
centre No 2, which averaged 100,000 b/d in March. Some of these losses will extend
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into April, but recovery is under way with over 70% of the lost output back on line.

And in terms of non-OPEC supplies in general, again there is perhaps a little optimism:

In the first quarter of 2006 average losses related to unplanned shutdowns, deeper
maintenance, weather impact, accidents, and strikes are estimated at 1 mb/d in January
and 0.6 mb/d in February and March, the bulk of which is concentrated in the OECD. In
April, early indicators suggest that total affected production may be larger than in
March, but this is expected to be offset by increases elsewhere, underpinned by strong
growth in non-OECD. Prudhoe Bay is likely to produce around 30,000 b/d below
capacity, Ecuador is still facing challenges in restoring full output due to damage to the
export pipelines and strikes, while in Angola the 200,000 b/d Girasol development will
be offline for an extended period of time in April/May to under go maintenance and
technical upgrades. In Norway, the latest maintenance schedule also suggests that some
300,000 b/d will be out for the month, much higher than previously anticipated. The
US GoM is also not expected to see any significant improvement.

There is a wealth of other data on pipeline flow rates, tanker movements and the like, which
space and time preclude me commenting on - but which are worth a read, if you have not been
there before.
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