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Posted by Heading Out on April 28, 2013 - 1:13am

Just this month, Saudi Aramco announced that production had begun at their Manifa oilfield, and
by July would be supplying up to 500 kbd to the new refinery that is being built at Jamail with
the collaboration of Total. The first oil from the refinery is expected to ship in August, and both
projects are currently ahead of schedule. Manifa will further increase in production next year, to
900 kbd, with the additional flow going to the Yanbu refinery being built with the collaboration of
Sinopec. Both these refineries are designed to take heavy crude, and can also accept oil from the
ongoing projects to expand production at Safaniya. Collectively this is said to ensure that the
company will be able to achieve a maximum sustainable production of 12 mbd.

The gains in available reserves are required as the current production from Ghawar and the
other major fields in the Kingdom continue to decline in production, as was discussed last year. I
remain relatively convinced that Saudi Aramco will not increase their crude oil production above
10 mbd, despite the wishes and projections of others that they will end up doing so. By the time
that their domestic consumption reaches the point that it lowers exports to a level that would
hurt the KSA economy at current prices, the shortages globally will have raised the price
sufficiently that the available production at that time will continue to suffice to meet their needs.
(This is, however, a projection only for this decade).

This month’s OPEC Monthly Oil Market Report continues to anticipate a significant increase in
available crude over the next three years, although this is indirectly recognized through the
growth in crude distillation unit (CDU) capacity around the globe in that interval.
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Figure 1. Increase in crude distillation capacity by regions in the near term. (OPEC April
MOMR.
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Given that the world must increasingly deal with a heavier crude supply, the need for new
refineries, as exemplified by the new Saudi construction, is evident. Increased demand to absorb
this supply will come, in part, by an increase in the growth rate of the GDP of the BRIC nations,
although the poor growth in the developed nations continues to hamper their export markets.

Overall demand is still anticipated to increase by around 0.8 mbd, with half of that coming from
China and the rest of the non-OECD nations contributing an additional 0.7 mbd, offset by a
decline in demand from the OECD nations of around 0.3 mbd, taking global demand, by the end of
the year to nearly 91 mbd. Internal demand in the Middle East will continue to sap a fraction of
this relative to exports. Overall the Middle East demand is anticipated to increase by 280 kbd,
though the impact of the turbulence in various nations is hard to estimate.

World oil demand in 2013, mbid

Change 201312

12 1013 2013 3GM3 4013 2013 Growth ]
Americas X375 2358 2373 2389 2388 237 001 006
Europe 13.80 13.50 13.48 13.62 13.48 13.52 028 -2.04
Asia Pacific 8.52 a.4a7 7.86 8.23 B.69 A.44 .08 -0.93
Total OECD 4607 4605 4507 4575 46.05 4573 0.35 -0.75
Cther Asia 10.80 1083 1103 1112 1110 11.02 022 2.08
Latin America 6.26 6.22 B.44 B.69 B.58 .48 022 35T
Middle East 7.58 .79 7.73 B.16 7.74 7.86 028 363
Africa 338 3.39 3.38 3.30 3.45 338 000 -0.06
Total DCs: 2802 2823 2857 2027 28.87 28.74 072 257
FSU 4,39 4.3 4.16 4.58 4.8 4.47 008 172
Other Europe 0.64 0.62 0.58 0.62 0.71 0.63 001 -1.59
China 9.74 9.82  10.24 991 1042 1010 0.36 36T
Total "Other regions” 1477 1475 14.88 15.11 15.94 1520 0.42 2.86
Total world 8887 B9.02 BBGE2Z 9012 9086 EO.6E 0.80 0.90
Presious estimate 8883 B9.05 B361 9003 9085 B96T 084 085
Resision 004 -0.02 0.m 0.0 009 0.00 0.04  0.05
Tatals may nel add up due fo independent rounding,

Figure 2. OPEC estimate of global demand for 2013. (OPEC April MOMR.)

Virtually all the growth in supply is anticipated to come from North America, with a slight
increase in production from South America coming from Colombia and Brazil. There is some
concern, however, over the impact of attacks on the energy structure in Colombia.
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Figure 3. Anticipated regional change in supply in 2013. (OPEC April MOMR.)

For the US the OPEC report has the following projection:

Page 2 of 5 Generated on April 28, 2013 at 12:19pm EDT


http://www.theoildrum.com/files/2. OPEC global demand.png
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/MOMR_April_2013.pdf
http://www.theoildrum.com/files/3. OPEC Increases in production.png
http://www.opec.org/opec_web/static_files_project/media/downloads/publications/MOMR_April_2013.pdf

The Oil Drum | Tech Talk - OPEC and EIA Short-term Projections http://www.theoildrum.com/node/9966
The expected growth in 2013 is supported by the anticipated supply increase from shale
oil plays in North Dakota and Texas, as well as by minor growth from other areas in
Oklahoma, Kansas, Colorado and Wyoming. The infrastructure situation is improving in
North Dakota, with reports suggesting that the railroad loading capacity will reach 1
mb/d. Eagle Ford oil production in January continued to increase from the same period
a year earlier. On a quarterly basis, US supply is expected to average 10.57 mb/d, 10.62
mb/d, 10.56 mb/d and 10.55 mb/d respectively.

Canada is expected to reach a production total of 4 mbd by the end of the year, with the largest
impact coming from the Kearl Oil Sands production anticipated to bring 110 kbd to market in the
third quarter. (This is not dependent on the Keystone pipeline.) Mexico will see a slight decline in
production though the Kambesah field (at 13.7 kbd) and increased production from Tsimin will
offset most of that.

OPEC is anticipating that Norwegian production will fall 110 kbd this year, with a small decline of
40 kbd in UK production. OPEC expects that Russian production will increase to average 10.43
mbd in 2013, slightly down from first quarter numbers, while, in anticipation of Kashagan
production, OPEC expects Kazakhstan to increase production to 1.67 mbd. The decline in
production from the Azeri-Chirag-Guneshli field is expected to cause a slight ( 50 kbd) reduction
in Azerbaijan production.

There is, as previously, some difference between the production that the individual nations of
OPEC report each month and that reported by secondary sources.

Algeria 1240 1,210 1,209 1,988 1,167 1,176 1,186 1,158 -5
Angola 1,667 1,738 1,718 1,728 1755 1752 1,756 1,758 24
Ecuador 490 499 801 502 501 501 502 500 -1.0
Iran, LR 3628 2973 2742 2680 2703 2712 2724 2675 -48.9
Irag 2665 2978 3135 3118 3058 3008 3075 3,084 18.3
Kuwait 2538 2794 2800 2819 2791 2802 2,793 2779 -14.0
Libya 462 1393 1466 1468 1,400 1393 1404 1404 41
Migeria 2111 2073 2110 1965 2013 2036 2,035 1871 637
Qatar 794 753 745 T2 TaT 738 7B TM <40
Saudi Arabia 9,203 6,747 9808 9452 9095 9078 8082 8,123 41.5
LAE 2516 2624 2653 2650 2666 2671 2667 2650 =:T:]
Venezuela 2380 2360 2348 2343 2352 2368 2351 2338 138
Total OPEC 29,785 31,143 31,234 30,643 30,238 30,234 30,293 30,193 -99.8
OPEC excl. Irag 27,118 28,184 28,089 27,524 27,180 27,227 27,218 27,089 -118.9

Totals may nof add wp due fo independant rownding.

Figure 4. OPEC crude production from secondary sources.(OPEC April MOMR.)
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& 5.5: OPEC crude oil production based on direct communication, tbid

2011 22 3912 4912 1913 Jan 13 Feb13 Mar13d _ManFeb

Algeria 1,173 1,203 1,201 1184 1,189 1,195 1188 1,203 50
Angola 1,618 1,704 1677 1,600 . 1736 1,714 i iy
Ecuador 500 504 S0% 503 506 505 500 504 -5.2
Iran, LR. 3576 3740 3746 3 T3 . 3705 3T - .
Irag 2653 2944 3150 3,058 . 2820 2963 e s
Kiraait 26680 2977 2857 2967 2813 2876 28B40 2725 =-115.0
Libya 462 1449 1,504 1493 1487 1478 1484 1516 51.8
Nigeria 1,896 1,943 2032 1,891 1,856 1,982 1,722 1,852 130.1
Qatar T34 T34 7268 127 T28 728 738 720 -18.2
Saudi Arabia 9311 9763 9760 9413 9111 9050 9150 9137 134
UAE 25685 2652 2727 2684 2823 2808 2884 2801 £2.2
Vanazuala 2795 2804 2820 27BS 2753 2766 2748 2745 -3.2
Total OPEC 20,942 32,418 32808 32088 . M, 750 M,612

OPEC excl. Irag 27,290 29,474 29,658 29,030 .. 28,830 28,649

Tatals may not add up due lo independent rounding.

.- Not availabla.

Figure 5. OPEC crude production based on national direct reporting.(OPEC April MOMR.)

In short, over the course of this year OPEC remains relatively complacent that North American
production gains will continue to meet the global demand, and that OPEC (i.e. largely the KSA)
can back away from full production in order to balance supply and demand at a price level that
keeps the OPEC bankers happy.

Back in March the EIA TWIP noted the change over the years, not only in amounts, but also in
the sources of US imports, which remain significant. There has been quite a bit of change since
2005, when imports were at their highest level (10.1 mbd).

Ten largestsuppliers of U.S. crude oil imponrts in 2012
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Figure 6. Change in the countries and volumes for the ten largest suppliers of crude to the USA.

(EIA)

The_EIA anticipates that US liquid fuels consumption will remain sensibly stable through the end
of 2014, ending that year at 18.61 mbd. At this time production is expected to rise to 11.75 mbd.
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U.S. Crude 0Oil and Liquid Fuels Production
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Figure 7. EIA estimates of US liquid fuels production through 2014. ( EIA)

In that interval they anticipate that the price of gasoline in the United States will slowly decline.
In contrast with the reports by the major oil companies that were discussed recently, these
forecasts are short enough that it will be fairly quickly evident how accurate they are.
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