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OPEC will meet on Sunday to talk about possibly reducing oil production further. In this post, I
have a few short news clips, and some reader supplied analyses and graphs. Some of the graphs
relate more to world oil production in total than just OPEC.

This is a graph provided by OPEC in its March report showing its estimate of both OPEC and
World oil production through February:

According to OPEC's view, both OPEC and world production continued to drop through February.

OPEC will meet on Sunday to talk about possibly reducing oil production further. In this post, I
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World oil production through February:

According to OPEC's view, both OPEC and world production continued to drop through February.

Clearly countries around the world are interested in the OPEC meeting. About Russia we read:

Russian news agencies said Thursday that Vice Premier Igor Sechin would attend the
OPEC meeting in Vienna and that his country supports the idea of trimming production.

Regarding the US we read:

Energy Secretary Steven Chu warned Wednesday that if OPEC cuts production, it could
severely hamper global economic recovery.

How to View Any OPEC Cuts: Don't Believe the Hype

Whether the Organization of Petroleum Exporting Countries will
announce another round of oil output cuts is still a toss-up. But
since the group hasn't pinched off all of the 4.2 million barrels a day
it has agreed to curtail since last year, any pledge of new supply
cuts may face a skeptical market.

"All told, the advice for OPECologists this weekend is watch the
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flows, not the rhetoric," J.P. Morgan commodity research head
Lawrence Eagles said in a note to clients.

Cartel members have shown unusually high 80% compliance with
recent new production caps, according to the International Energy
Agency.

Oil Drum reader Morgan Downey (trader for Standard Chartered Plc) provides this chart of past
attempts by OPEC to cut production, and their success or lack of success in influencing prices.

His analysis indicates that they have had some success with their December 2008 cuts. He
writes:

Just before the collapse of global demand in July 2008, the OPEC quota system had
been effectively dead.

As you know, OPEC quotas were designed to manage spare production capacity. From
Sep 2005 until mid 2008, the OPEC quota system had been irrelevant as OPEC
members had no spare capacity and were running at full tilt.

Here is a link to a story from Sep 2005, when OPEC members effectively admitted they
had run out of spare capacity.

Ahead of OPEC’s meeting on Sunday next (March 15, 2009) it is worth considering how
successful past changes in output by OPEC have been in changing the direction of oil
price movements.

Over the past 4 years (see chart), OPEC’s cuts have succeeded in changing market
direction in the short term (5 business days) only 36% of the time and medium term (90
calendar days) only 27% of the time.

OPEC members are hoping for a better result this time around by exhibiting unusually
strong compliance with the series of cuts they announced in the fourth quarter of 2008.

I am not expecting any additional cuts to be announced on Sunday and instead a
reaffirmation of the goal of full compliance with existing cuts. Full compliance with the
cuts announced in Q408 will be more than sufficient to tighten oil inventories globally
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(we are already seeing evidence of this) and move prices higher.

Reader Matt Mushalik from Australia sent a collection of graphs, including the OPEC graph
(prepared by OPEC) at the top of this post. This is the table OPEC provided of who cut production
how much:

The cuts are very widespread, with nearly all countries cutting at least a little.

Matt provides these graphs of incremental production based on EIA data through December 31,
2008, for the world as a whole:
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He also provides an updated graph for OPEC incremental production based on EIA data through
December 31, 2008.
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Reader William Tamblyn sends this graph of World Crude and Condensate production, based on
EIA data.
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He also sends this graph of World Oil Production, Broadly Defined through December 31, 2008,
(also known as "Total Liquids").

Many thanks to the readers for all of their fine contributions!

 This work is licensed under a Creative Commons Attribution-Share Alike
3.0 United States License.

The Oil Drum | OPEC Meeting and a Few Related Thoughts and Graphs from Readershttp://www.theoildrum.com/node/5194

Page 7 of 7 Generated on November 7, 2010 at 9:02pm EST


