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FROM THE ECONOMIST INTELLIGENCE UNIT 

Demand 

The Economist Intelligence Unit expects global oil consumption growth to average 1.6% in 

2013-14 (marginally higher than last month) as weak economic performance in the EU and 

other developed economies drags on growth in China and emerging markets, particularly in 

2013. Data for 2012 was unrelentingly weak, particularly in the EU, and we estimate that 

consumption growth will have dropped to 0.8%. Within the OECD, we expect to see a 

divergence between EU and US consumption, with the US now expected to post modest, but 

still positive, growth in the forecast period as the economy there stabilises while recession 

continues to bite into the euro zone's demand, causing further contractions in oil demand. 

Japan's consumption will return to historic decline after posting a strong 2012 owing to a 

shutdown of nuclear facilities and consequent higher oil demand. Non-OECD consumption 

will continue to grow throughout the forecast period, albeit at a slower pace, in line with 

weaker economic growth, but efficiency gains and conservation will be acting as a constraint 

on both OECD and non-OECD consumption.  

US oil consumption revised higher on expectations of stronger 2013 

US consumption will show marginal growth in 2013 as the economy displays some signs of 

strengthening, particularly towards the second half of the year. We now expect US demand 

to grow by 0.1%, compared with a small contraction previously. A temporary deal on the 

"fiscal cliff" will support consumer and business confidence in the first quarter of the year 

and the economy is entering 2013 with some momentum, adding over 150,000 jobs in 

December and reporting high auto sales. However, we remain more cautious in our outlook 

for demand than the US's Energy Information Administration as the risk of more protracted 

debate over fiscal policy, which would sap sentiment, could emerge again later in the year. 

Additionally, in their negotiations over the fiscal cliff, US authorities approved tax increases 

for higher earners but also a 6.2% increase in payroll taxes, which could act as a negative 

factor for consumption. Nevertheless, a lower price environment caused by higher volumes 

of domestic production will help to moderate the impact of tax-related consumption 
decisions in 2013.  

Subdued economic performance and weather-related disruptions to supply in 2012, along 



with high retail prices related to political risk in the Middle East, contributed to an estimated 

1.6% fall in demand We expect US consumption to continue to post low growth rates in the 

forecast period as an improving economy is balanced by changing patterns of demand, 

notably a move toward lower petrol (gasoline) consumption while seeing increases in middle 
distillate (diesel and fuel oil) usage.  

Consumption in Canada is estimated to have increased to 2.34m barrels/day (b/d) in 2012 

(2.2% year-on-year growth) owing to ongoing investment and expansion of the country's 

energy intensive oil sands facilities. Meanwhile, Mexican demand was only modestly higher. 

Overall North American consumption, which now incorporates Chile as a member of the 

OECD, will be tentative, growing by just 0.2% in 2013, largely owing to the higher US 
numbers, and by 0.1% in 2014. 

One further upside risk for US consumption is that the increases in domestic production will 

help to bring down prices of US benchmark fuels, counterbalancing a trend to encourage 

fuel efficiency and leading to modest upticks in usage. A more permanent constraint on oil 

consumption will be the emergence of plentiful and relatively cheap domestic gas, displacing 
heating oil in the non-transportation consumption mix. 

Structural decline in EU demand has been exaggerated by economic woes 

EU consumption is estimated to have moved up slightly in the final quarter of 2012, growing 

by 0.2% compared with the third quarter, but was still down by nearly 2% year on year. 

Indications of support for troubled governments from the European Central Bank will have 

assisted some of the rebound in consumption along with some stock building of heating 

fuels. In 2013 we expect the euro zone economy to continue to contract, at an annual 

average rate of 0.2%, as consumers will be constrained by fiscal austerity and 

unemployment is set to remain high across the region. Indications of a slowdown in German 

exports in the final quarter of 2012 will have some carry-through effects in 2013. We expect 

a contraction of 1.4% in oil demand in 2013. Efficiency gains are becoming more difficult to 

achieve in the EU, but this will still be a factor underpinning our expectation that EU 

consumption will continue to contract throughout the forecast period. One upside risk to this 

forecast is that EU economic growth recovers at a faster pace than we currently anticipate. 

If this happens, EU oil consumption could turn positive, as stock levels across the region are 
fairly low.  

Japanese consumption will return to decline after one-off increase in 2012 

In 2013 we expect Japan's consumption of crude oil to return to its long-term decline after 

growing by an estimated 5% in 2012. The near-absence of nuclear power generation 

following the Fukushima earthquake in 2011 meant that there was more demand for oil for 

power generation. However, in June 2012 two nuclear reactors were brought back into 

operation and more reactors may be started in 2013, notwithstanding public opposition. 

Japan's government has announced its intention to focus on renewable energy in the future. 

In 2013 we expect Japan's consumption to fall by 0.1% before accelerating to a 1% decline 

in 2014. A weak macroeconomic picture and structural changes in demand for fuels will act 
as further caps on oil consumption. 

A stronger 2013 will mean higher Chinese consumption 

China's demand for crude oil will increase by 4.5% in 2013 on the back of stronger 

economic performance. As China's economy moved into a lower growth gear in 2012, oil 



consumption growth fell to 3.3% from 5% in 2011 (and over 11.4% in 2010). To support an 

economic rebound, the government started to relax monetary policy, and in September 

2012 a Rmb1trn (US$158bn) infrastructure spending package was announced. However, 

the spending is going to take place over the next couple of years and is not expected to 

have a sudden or significant impact on oil consumption. China's official purchasing 

manager's index averaged over 50 in the final quarter of the year, suggesting that there will 

be some strength headed into the first quarter of 2013. In 2014 growth in oil consumption 

is tentatively put at 4% as economic growth in China consolidates around a more moderate 

8% annual rate. Furthermore, ongoing and intensifying efforts to improve conservation and 

efficiency (in order to meet targets in China's five-year plan) will also constrain growth 

potential. One ongoing support for consumption will be the government's policy to build 
strategic oil reserves, particularly at times of relative price weakness. 

In the rest of Asia, consumption growth will have been constrained in 2012 by slower 

economic growth in India. However, Indian oil consumption received a boost from the late 

monsoon, as water needed to be pumped for irrigation, as well as by power outages in the 

third quarter, which led to the use of diesel-fired generators. We estimate that oil 

consumption in Asia, excluding China and OECD Asia, will have risen by a modest 3.3% in 
2012, rising to an annual average of 3.4% in 2013-14.  

Weakness in Iran's economy will drag on regional Middle East demand 

In the Middle East (excluding North Africa), we estimate that oil consumption growth 

reached around 2.8% in 2012, supported by a positive base effect after the region was 

beset by civil unrest in the first half of 2011. Iran's consumption slowed during the year and 

averaged 1.1% lower, according to preliminary data from the International Energy Agency 

(IEA). A weakening economy owing to the effect of international sanctions will mean oil 

demand will be similarly weak in 2013. Despite high political risk and security risk, the 

persistence of extensive retail fuel subsidies across the region will support consumption 

growth, as will expansionary fiscal policies in the Gulf Co-operation Council countries. We do 

not expect significantly higher consumption growth in 2013-14, as new gas supplies coming 

on stream in Saudi Arabia will lead to a lower direct crude burn in that major consumer.  

Africa's oil consumption bounced back by an estimated 2.3% in 2012, effectively erasing a 

similar-sized decline in 2011 when there was a sharp drop in Libya's consumption because 

of the civil war there. Growing incomes across the continent will support a pick-up in 

consumption growth in 2013-14, to an annual average of 3.5%, in tandem with relatively 
healthy regional growth.  

Stronger Brazilian and regional economic growth is forecast for 2013-14 

Weak economic growth in Brazil, which we estimate at just 1% in 2012, will have led to 

more subdued oil consumption and underpins a subdued estimate of regional consumption, 

which we anticipate will have grown by just 2.7% in 2012. There are, however, already 

signs of an upturn in Brazil's economy, helped by monetary policy relaxation and other 

stimulus measures, and we expect stronger Brazilian and regional economic growth in 

2013-14. This will, in turn, support oil consumption, which we forecast will grow by an 
annual average of 3.5% in 2013-14.  

Oil: consumption 



(m b/d unless otherwise indicated) 

 

2010 2011 2012 2013 2014 

North America 24.10 24.07 23.79 23.83 23.85 

Europe 14.70 14.37 13.80 13.61 13.58 

Pacific 8.10 8.13 8.45 8.46 8.44 

Total OECD 46.90 46.57 46.05 45.90 45.88 

CIS 4.20 4.43 4.55 4.69 4.84 

China 8.80 9.24 9.54 9.97 10.37 

Other Asia 10.80 11.00 11.37 11.75 12.17 

Latin America 6.00 6.29 6.46 6.66 6.90 

Middle East 7.30 7.37 7.58 7.81 8.12 

Africaa 4.10 4.01 4.11 4.21 4.36 

Total non-OECD 41.20 42.34 43.61 45.10 46.75 

Overall total 88.10 88.91 89.65 90.99 92.62 

% change, year on year 3.0 0.9 0.8 1.5 1.8 
a Includes other non-OECD Europe 
Sources: International Energy Agency (IEA); Economist Intelligence Unit. 

Supply 

Global oil supply is estimated to have grown by 1.7% in 2012, driven by strong recoveries 

in OPEC output and in North American production. In 2013-14 the impact of expanded US 

and Canadian production and still strong Iraqi output will lift global supply by 2.1% on 

average. OPEC production was boosted in 2012 by the return of Libyan output, ongoing 

incremental increases in Iraqi production and increases in output in Saudi Arabia and the 

Gulf states. These increases more than offset lower Iranian production. There are some 

caveats to Iraq's production but we nevertheless believe it will be the fastest-growing 

producer worldwide. We expect OPEC output growth to slow to just under 3% in 2013-14, 

down from 4.4% in 2012, as the one-off impact of the return of Libyan production drops out 

of the base of comparison, but also because of further declines in Iranian production. On the 

non-OPEC front, production growth will be slower than the cartel's production, averaging 

1.6% in 2013-14 as higher unconventional North American production—the oil sands in 

Canada and shale oil in the US—will be offset by weak North Sea output as well as lower 

volumes from Yemen and Syria.  

Political risk on Iran will remain a risk for the oil market 

Tensions between the West and Iran over its nuclear programme will remain elevated in the 

forecast period. In early 2012 the EU announced an import embargo on Iranian oil and the 

US placed sanctions on Iran's central bank. Iran's response was simultaneously antagonistic 

and accommodative: at times it threatened to block the Strait of Hormuz and cut back oil 

exports, but it also agreed to resume talks in mid-April with the P5+1 (the five permanent 

members of the UN Security Council and Germany). Talks are set to resume in the first 

quarter of 2013, but both sides appear as yet unwilling to make the genuine compromises 

necessary (Iran temporarily halting enrichment or the West lifting sanctions, for example) 

to allow some normality to return to Iran's oil supply. So far, the impact of a drop-off in 

Iranian production has done little to affect global oil supplies or prices—indeed, repeated 

threats from the Iranian authorities about limiting exports voluntarily to try to cause a spike 

in prices have often had the opposite effect. Rather, the greater effect on prices has been in 

the form of a political risk premium hanging over global oil trade, pricing in the possibility of 

a new conflict in the Middle East, involving Israel and the US (either alone or in concert) 

against Iran. The threat of war has not been completely eliminated, but we do not believe 

that a clash is likely. However, until there is a firm diplomatic solution to Iran's nuclear 

programme, we expect politics-related price volatility to remain a persistent theme in the oil 
market. 



Iran's oil production fell sharply in 2012 as normal buyers lowered their volumes or halted 

buying completely. Production averaged around 3m b/d from January to October but has 

been on a steady downward trend, ending October at 2.72m b/d and moving to 2.7m b/d by 

the end of November. Data from the IEA suggest that Iran's oil exports will move to around 

1m b/d in early 2013 (based on trade deals), less than half of the volumes estimated before 

sanctions came into place. Waivers to the US sanctions have been extended for Iran's 

principal buyers—China, Japan, South Korea and India—but all of the Islamic Republic's 

trading partners have so far indicated that they will further reduce volumes in 2013. We 

forecast that production will continue to decline in 2013, albeit at a slower pace, but there 
remain considerable downside risks to our forecast. 

Even without sanctions, Iran's output is likely to be declining 

Iran's oil sector has long suffered from chronic underinvestment and many productive fields 

are reaching the stage where they require the continual application of sophisticated 

techniques to raise recovery rates. Historically, the lack of investment has been partly a 

function of the Iranian constitution, which bars any foreign ownership within the oil sector, 

ruling out production-sharing agreements under which foreign companies usually develop oil 

resources.  

Geopolitical risk is high throughout the Middle East 

Political stability is still by no means ensured in Libya or Egypt as the new political forces 

adjust to being in positions of authority, and the domestic turmoil in Syria has already led to 

lower oil production in that country. We expect unrest to continue until 2013, keeping 

production limited to 160,000 b/d, from up to 400,000 before the conflict. The situation in 

Syria could foment tensions elsewhere in the region—in particular, there is a risk of conflict 

spilling over into Iraq. Yemeni output was also lower in 2012 as a result of damage caused 

by civil unrest, and exports from South Sudan ground to a halt, following a dispute with 

Sudan over pipeline fees. An agreement has been reached between South Sudan and 

Sudan, but it will take some time for export volumes to be restored owing to the complexity 

of Sudanese oil. The loss of output from these smaller producers is estimated to have 
removed around 500,000-750,000 b/d from the oil market in 2012.  

Legislative inertia will limit Nigeria's medium-term potential 

Nigerian oil output fell to 1.88m b/d in November, according to the IEA, the lowest level in 

two-and-a-half years. The oil sector has been hit by severe flooding in recent months, which 

came on top of the continuing problem of oil theft. Shell (UK/Netherlands) has projected 

that its Nigerian production would be down by around 20% in the final quarter of 2012 

owing to sabotage and theft of its pipelines. These problems will continue into 2013, but the 

impact of the flooding should recede as the year progresses, allowing production to regain 

some of the losses. Theft will remain a problem during the entire forecast period, although 

greater production from offshore resources will offset some of this impact. Meanwhile, 

delays in new oil sector legislation have restricted investment in exploration, which will hit 

longer-term production levels. Overall, Nigerian oil production is expected only to creep up 

during 2013-14, reaching an annual average of 2.3m b/d in 2014, a level well below the 
government's long-term target of 4m b/d.  

Divisions within OPEC are rebalancing owing to Iranian weakness 

December's OPEC meeting passed with relatively little disruption although the four countries 



presenting candidates to take over as governor were unable to come to an agreement. In 

the end, the incumbent, Abdullah El-Badri, a Libyan, was reappointed. As Iran's production 

and impact on oil markets lessened in 2012, there are now signs of a new division between 

the cartel's price hawks and doves. Iraq, which is now the second-largest producer in the 

bloc, is increasingly acting as a foil to Saudi Arabia. OPEC has acknowledged the impact that 

new production from North America has had on the oil market, as well as forecasting a weak 

demand outlook in the medium term. This would suggest that the scene is set for an OPEC 

quota reduction in an effort to raise prices. However, much will rest on Saudi Arabia, the 

largest swing producer, and whether, ultimately, it feels that oil prices are satisfactory to 

meet its domestic spending commitments. In an earlier meeting in 2012, the Saudis had 

actually suggested raising production in order to foster demand. 

Saudi output to slip back in 2013-14 on back of weaker prices 

Saudi Arabia's output increased slightly, to 9.9m b/d in November, compared with 9.85m 

b/d in October. It maintained high levels of output throughout 2012 in an effort to reassure 

oil consumers that it could cover any possible shortfall resulting from the sanctions on Iran. 

We expect Saudi production to fall slightly in 2013-14, to an average of 9.8m b/d, as the 

surplus in the global market continues to build and prices slip. The Saudi authorities may be 

inclined to hold back production further if prices move down too quickly, thus placing 
pressure on the government's domestic investment commitments. 

Aramco, the state-owned Saudi oil company, has accelerated the development of the Manifa 

and Dammam oilfields. The more advanced is the offshore Manifa field. Under its latest 

plans output will start at 500,000 b/d in mid-2013 and will be raised to full capacity of 

900,000 b/d over the next nine years; however, much of this additional output will be 
replacing oil from ageing fields.  

Iraq's rapid growth will still be beset by infrastructure and political challenges 

Iraq will be the fastest-growing producer in OPEC during the forecast period. In 2012 output 

is estimated to have jumped by 12% to an average of 3m b/d, replacing Iran as OPEC's 

second-largest producer. In December exports fell slightly month on month owing to harsh 

weather and a drop in exports from the northern semi-autonomous Kurdish Regional 

Government area. At the end of December Lukoil, a Russian oil and gas producer, said it 

was cutting production by a third at the West Qurna 2 oilfield as part of a wider strategy by 

the Iraqi authorities to lower the overall production targets for the country. The Iraqi 

government had had a long-term target to raise oil production to 12m b/d by 2020, but this 

may now have been revised down, to 9m b/d, which is still optimistic in our view. We 

expect steady increases in Iraq's output to about 3.4m b/d in 2013 and 3.8m b/d by 2014. 

However, output will be subject to political tensions owing to the lack of a federal 

hydrocarbons law. This has led to supply disruptions, as the semi-autonomous Kurdish 

Regional Government stopped exports during the summer over a payment dispute with the 

central government. ExxonMobil, a US major, has asked Iraq's Ministry of Oil for permission 

to share data about the massive West Qurna oil field with other companies, in a sign that it 

is interested in quitting its stake in favour of developing its work in the Kurdish areas. CNPC 

(China) has expressed interest in the stake but may not have the capacity to take on the 
sheer size of the field on its own. 

A number of constraints on Iraq's production potential remain, given the constant presence 

of security risks and infrastructure bottlenecks. However, the first two of Iraq’s four new 

single-point moorings, off the coast of Basra, are now up and running, and it is estimated 



that this will have facilitated an additional 150,000 b/d in exports from the southern oilfields 

by the end of 2012. An additional concern is the availability of domestic storage. Part of the 

slip in December's output was down to a lack of available tanker space at export terminals, 

forcing a slowdown in production. International investor interest is also uncertain, probably 

reflecting security concerns as well as uncertainty over the regulatory and operating 

environments. Iraq has also reportedly had difficulty securing long-term supply contracts as 

buyers seek to source oil cheaply on the spot market. 

Russian potential is high as eastern regions come into development 

Russia's output is estimated to have grown by 1% in 2012, supported by further rises in 

greenfields mainly in Eastern Siberia, natural gas liquid (NGL) production, and the incentive 

of high international prices. IEA data show Russian production rising to 10.86m b/d in 

November 2012 as production at privately-operated fields rose. We expect Russian 

production to stay steady at an average of 10.75m b/d in 2013-14. Russia's potential to add 

production is significant, with Eastern Siberia and Sakhalin Island still at early stages of 

development. There is also the possibility of sizeable Arctic reserves. However, capacity 

may be constrained by international firms finding the operating environment in Russia 

challenging. Russia's president, Vladimir Putin, appears keen to promote Rosneft, the state-

owned (75.16%) oil and gas company, as the dominant player in domestic oil and gas 

production at the expense of private firms. There does appear to be an awareness of the 

need for private-sector capacity in order to exploit the technically challenging Arctic 
resources. 

Canada's production faces a low price environment owing to pipeline shortage 

Canada's output is set to increase, mainly from the Alberta oil sands. In December the 

Canadian government approved the acquisition of Nexen, an oil sands operator, by China's 

CNOOC but said that any future investments by state-linked enterprises would only be 

considered under "exceptional circumstances". It remains unclear what such a scenario 

would entail. However, the large investment was likely a welcome relief for operators in 

Alberta who are aware of the risks facing the sector. West Canada Select, a benchmark 

price for a blend of bitumen and conventional oils, was trading at a significant discount to 

West Texas Intermediate (WTI) throughout December and early January, at times by as 

much as US$36 below the US oil price. Given the high costs of developing and extracting 

Canada's heavy oils, these price levels may prove uneconomic for newer players in the 

sector.  

Transport bottlenecks appear to have been relieved somewhat, with oil from Western 

Canada now being shipped via rail cars to supply terminals across North America. More 

significantly, there now appears to be some additional momentum to the Keystone XL 

pipeline from Canada to the US Gulf Coast being approved in a second-term Obama 

administration keen to secure lower energy prices in a still weak economy. Were the US 

administration to reject this proposal again, we would expect to see greater focus within 

Canada on approving the Northern Gateway pipeline, a plan to ship oil to the Pacific coast 

and then on to Asian markets, although this faces regulatory and environmental hurdles. 

Overall, we expect Canadian production to expand by 4.3% in the forecast period and to 
reach over 4.1m b/d by 2014. 

Light tight oil to lead US production increases 

US production, particularly of light tight oil, will also grow strongly over the forecast period 



as firms that had been drilling for shale gas retool for higher-value oil and liquids. We 

expect US production to average 9.3m b/d in 2013-14. The IEA now expects the US to 

overtake Saudi Arabia as the world's largest crude producer by 2017. However, this forecast 

would be dependent on prices remaining high enough to compensate for the high 

technology costs required to produce the unconventional crudes. The running aground of a 

drilling rig owned by Shell (UK/Netherlands) off the coast of Alaska has raised questions 

about the viability of offshore drilling in the US Arctic. With the US regulatory authorities 

acutely aware of the environmental risks of offshore drilling following the 2010 Gulf of 

Mexico oil spill, the potential for new legislation and regulations may make operating in the 

seas off Alaska uneconomic. The large volumes of light tight oil being produced from the 

Bakken formation in North Dakota and Eagle Ford formation in Texas are likely to be 
negatives for increased Arctic development.  

Output in the North Sea (including UK and Norwegian fields), which is in terminal decline 

owing to maturing fields and a lack of new fields set to come on stream, is expected to 

continue to struggle in 2013-14. Output from Mexico is also expected to fall in 2013-14 as a 

result of maturing fields and the lack of new investment. The potential for a liberalisation of 

the hydrocarbons sector could open up Mexico to additional investment and production, but 

this is likely to occur outside our forecast period. Large increases in non-OPEC supply, 

primarily from China, Brazil and possibly Kazakhstan (output from the massive offshore 

Kashagan oilfield continues to suffer from severe delays), are not expected until 2014 at the 
earliest. 

NGL production looks set to continue to rise 

In recent years production of NGL has been increasing steadily, particularly in OPEC 

producers. OPEC production has grown at an average annual rate of over 4% in 2005-11 

(and at an annual average of 9% in 2010-11), and stood at 5.8m tonnes in 2011. In 2012 

NGL production recorded steady increases in Qatar and the UAE, particularly from the 

Associated Gas Project launched in the UAE in 2011. Libya, Angola, Nigeria and Algeria have 

also been adding to production. Algeria is expected to start up its El Merk processing facility 

in 2013 which will add around 130,000 b/d of oil and condensates. Iran's output, however, 

is likely to have fallen in 2012, facing the same constraints as its crude oil export industry. 

We expect steady increases in NGL production at an annual average rate of 2.5% in 2013-

14. 

Oil: production 

(m b/d unless otherwise indicated) 

 

2010 2011 2012 2013 2014 

OPEC crude 29.23 29.86 31.01 31.73 32.79 

OPEC NGLs 5.38 5.78 6.21 6.39 6.52 

Total OPEC 34.61 35.64 37.21 38.13 39.31 

% change, year on year 1.7 3.0 4.4 2.5 3.1 

OECD 18.9 18.9 19.7 20.2 20.4 

Latin America 4.1 4.2 3.7 3.9 4.1 

Asia 7.8 7.7 7.7 7.7 7.9 

Africa 2.6 2.6 2.3 2.3 2.4 

Others 17.2 17.2 17.1 17.3 17.4 

Total non-OPEC 50.6 50.6 50.6 51.5 52.2 

% change, year on year 2.5 0.1 -0.1 1.8 1.4 

Processing gains 2.1 2.1 2.1 2.2 2.2 

Overall total 87.3 88.4 89.9 91.8 93.7 

% change, year on year 2.1 1.3 1.7 2.1 2.1 

Sources: IEA; Economist Intelligence Unit. 



Stocks and prices 

Global inventories of oil were relatively low at the end of 2011, and the first half of 2012 

saw some OECD and non-OECD countries rebuilding stocks. Some of the inventory build 

was no doubt to provide a greater cushion in the event of disruption to Iran's supply as a 

result of the tightening of sanctions. However, there appear to have been some indications 

of a draw in stocks in the final quarter of 2012, with Japanese stocks of petroleum products 

down by 0.4% in October and then 8.9% in November month on month. We expect that 

stocks will have increased overall in 2012 given weak consumption growth and ample 

supply. Stocks in the US will be particularly high, given the unanticipated surge in 

production this year and low refinery uptake. Although demand will pick up slightly in 2013-
14, supply will more than meet demand and stocks will continue to accumulate.  

Oil: supply and demand 

(m b/d unless otherwise indicated) 

 

2010 2011 2012 2013 2014 

Productiona 87.27 88.39 89.91 91.80 93.72 

Consumption 88.33 89.13 90.04 91.25 92.76 

Balance -1.06 -0.74 -0.13 0.55 0.97 

Stocksb 2,693 2,621 2,724 2,710 2,708 

Stocks to consumption ratioc 8.31 8.17 8.56 8.57 8.58 
a Including processing gains. bTotal OECD stocks. c Number of weeks' OECD consumption on hand. 
Sources: IEA; Economist Intelligence Unit. 

Supply overhang will drag down prices but political risks remain 

Oil prices (dated Brent Blend) ended 2012 at US$111.97/barrel, rebounding in the second 

half of the year after hitting a low monthly average of US$95.59/b in June. In the wake of 

the mini-deal on the US fiscal cliff, prices began 2013 over US$112/b but we still expect the 

market to be pulled in different directions. Ongoing concerns over the weak economy in the 

euro zone and the threat of another stand-off over US fiscal policy will add to a 

fundamentally over-supplied market, helping to drag prices lower to an average of 

US$104.5/b (up from US$103.75/b previously). But political risk premiums related to the 

risk of conflict in the Middle East will add upside volatility to prices at times throughout the 

year. Stronger economic growth from 2014 will support prices moderately in that year, 

although we expect the market to be more than comfortably supplied given current demand 

and supply projections. During the forecast period we will also begin to see some tightening 

of the unusually large spread between Brent and WTI, as infrastructure bottlenecks at the 

Cushing trading hub start to be overcome. The US benchmark is set to close 2013 at an 
average of US$83.6/b and 2014 at US$90.3/b. 

Oil: prices 

(US$/b unless otherwise indicated) 

 

2011 2012 2013 2014 2015 

Brenta 

     1 Qtr 104.90 118.60 110.50 106.00 106.00 

2 Qtr 117.10 108.86 99.00 105.00 - 

3 Qtr 112.47 109.95 103.50 102.00 - 

4 Qtr 109.29 110.45 105.00 106.00 - 

Year 110.94 111.97 104.50 104.75 - 

% change 39.3 0.9 -6.7 0.2 - 

WTIa 

     



1 Qtr 93.95 102.88 88.40 86.92 95.40 

2 Qtr 102.50 93.44 79.20 89.25 - 

3 Qtr 89.74 92.17 82.80 89.76 - 

4 Qtr 94.03 88.14 84.00 95.40 - 

Year 95.05 94.16 83.60 90.33 - 

% change 19.7 -0.9 -11.2 8.1 - 

OPEC reference basket 

     1 Qtr 100.99 117.40 108.50 104.00 104.00 

2 Qtr 112.35 101.35 97.00 103.00 - 

3 Qtr 108.50 106.80 101.50 100.00 - 

4 Qtr 107.90 108.45 103.00 104.00 - 

Year 107.44 108.50 102.50 102.75 - 

% change 38.8 1.0 -5.5 0.2 - 
aSpot price (US$/lb). 
Sources: Haver Analytics; Economist Intelligence Unit. 
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