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EXECUTIVE SUMMARY

Overview

Despite four years of high oil prices, this report sces inereasing market tightness beyond 2010, with OPEC

spare capacity declining to minimal levels by 2012, A stronger demand oudoeok, together with project

slippage and geopolitical problems has lod 10 downward revisions of OPEC sparc capacity by 2mb/d in
2009. Despite an increase in biofuels production and a bunching of supply projects over the next few years,

OPEC spare capacity is expected (o remain relatively constrained before 2009 when slowing upstream

capacity growth and accelerating non-OECD demand once more pull it down to uncomfortably low levels.

Global Balance Summary

mition barrels o ixy)

2007 _ 2008 2009 2010 011 oz
Global Demand %13 88.27 90,02 9191 9364 95.62
Non-OPEC Supply 4908 50.99 51.65 5194 5220 5256
OPEG NGLs, etc 486 551 6.28 673 691 708
Global Supply excluding OPEC Grude 5483 56.50 57.93 58.67 59.10 59.64
OPEC Crude Capacty 34.40 3546 36.10 . 37.92 38.36
" Cail on OPEC Grude + Stock Ch. ] 7 3290 3324 3474 36.18
Adjusted Call on OPEG Crude + Stock Ch.' 3189 3239 3273 33.87 35.37 36.81
Implied OPEC Spare Capacity” 3.09 369 400 387 318 218
Adjustod OPEC Spare Capacity” 250 307 337 324 255 155
as porcentage of global demand 29% 35% ar a.5% 27% 1.6%

Changes since February 2007 MTOMR

Global Demand 018 088 065 .51
Nan-OPEG Supply 087 072 089 .00
OPEC NGLs, etc. 003 020 028 021
Global Supply excluding OPEC Crude 70 052 061 079
OPEC Crude Capaclty PEY 279 085 038
" Cali on OPEC Grude + Stack Ch. o8 ;s 30
__ Adjusted Call on OPEC Crude + Stock Ch.' 087 1.03 _ 107 i
tmptied OPEC Spare Capacity’ 128 207 223 2.25 202
Adjusted OPEC Sparc Capacty’ 107 4189 205 208 -1.84
1 Kl ol i OPEC  Stock Ch Ao o s i st aucenl&.quartor average 6f T OPEC Caaciy minus Adjusiod GoF om OPEC Crida + STock Ch.
Hhscallanacns 1o bulunce (527 ko iom 2007 crmards) o O Histoncaly ofoctve OFEG spare capaciy averages 1 mixd bulow notional
2 GPEC Capacity s Tl an Opec » Slock €' spara capaciy.
Itis possible that the supply crunch could be deferred — but not by much. The demand side of this analysis

is based on countr:

level GDP growth forecasts from the OECD and IMF, which amount to a global
average of around 4.5% annually. However, with GDP being the primary driver of our strong outlook,
warnings from institutions that. the risks to cconomic growth are skewed to the downside confer similar

ris

ks 10 our medium-term forecasts - but they do not necessarily dramatically alter the projections.

Lowering GDP growth to around 3.2% per year from 2008-2012 reduces annual oil demand growth from
2.2% 1o around 1.7% and the call on OPEC crude drops by around 2 mb/d by 2012 But this merely
postpones by a year the point at which oil demand growth surpasses the growth in global oil capacity —in
effect, delaying the return of minimal spare capacity by only a few years (unless the trend in upstream
capacity gmwth changes}. Indeed, any casing in expected tightness may be even less than this snapshot
analysis suggests. In reality, falling demand growth would undoubtedly have a price impact, which could
both cushion some of the GDP-rclated fall in demand and, on the supply side, may result in

lower investment.
I
downturn, imply risks to the demand side. In the final analysis though, a tight ol market reappears by the

entially, concerns over the economic imbalances, [or example, the current US housing market

end of the forecast period.
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