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Oil Market Monthly Report August - 2015

A number of negative developments on the global economic front further exacerbated by oil market
demand and supply situations sent oil prices spiraling downwards to multi-month lows during July-15
and in the first week of August-15 only to bounce back temporarily by almost 4% at the start of the
second week led by speculators and bullish traders. On the economic front, Greece continued talks on a
bailout deal with its lenders whereas stock market in China continued to slide after a failed government
intervention to assuage the economic slowdown.

In this Report... In a significant development, the Chinese central bank lowered the daily reference rate of Yuan by 1.9%
in order to fire up the economy and support exporters sending the currency to the lowest level in two
decades. Although the government termed the move as a one time adjustment, the devaluation sent
Oil Demand ................. 3 ripples across global markets triggering a commodity and emerging currencies selloff including. The
Ol SUPPIY v 4 appreciation in the USD triggered by the devaluation made China’s oil imports dearer, which is expected to
result in a slowdown in China’s oil demand, at least in the near term. The devaluation also comes after a
report showed steep fall in China’s exports and an unexpected slide in manufacturing activity and
Oil Price Forecast ......... 6 producer prices to a near six-year low in July.

Oil Prices .......ccccvuvaue. 2

Reserve & Capacity ...... 5

Moreover, bullish oil price bets and the speculation regarding OPEC planning an emergency meeting
that led to the run up in oil prices in August was laid to rest when it clarified that it has no plans to hold
an emergency meeting. In addition, oil rig count in the US, according to Baker Hughes, rose by 6 to 670
during the last week, further adding to oil oversupply woes. However, in a positive development, the IEA
highlighted in its monthly report that oil demand is growing at the fastest pace in five years. Whereas,
on the supply side, the EIA lowered the crude production forecast for US for 2015 and 2016.

OPEC oil price remained below the crucial USD 60/b level throughout July-15 and in August-15 it broke
this support level going below the USD 50/b mark to a new multi-month low. The average OPEC oil price
during August-15 (as of 10-August-15) stood at USD 47.59/b, a decline of 12.2% as compared to the
average price in July-15. In terms of YTD-15 performance, the average OPEC Reference Basket price stood
at USD 54.69/b, 43.2% lower as compared to FY-2014 average of USD 96.29/b.

Kuwait Blend Spot Price FOB continued to decline for the second consecutive month and averaged at
USD 53.9/b during July-15, USD 5.4/b or 9.1% after two consecutive months of strong gains. Kuwait oil
price continued to decline in August-15 falling to USD 46.34/b (as of 6-August-15) its lowest point since
January-15. Meanwhile, European Brent Spot Price FOB averaged at USD 56.56/b during July-15 recording
a decline of 8.0% or USD 4.92/b.
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Qil Prices

The slide in oil prices continued in July-15 falling 10.0% to a monthly uso/b OPEC Reference Basket Avg. Monthly Price Trend
average price of USD 54.19/b as compared to USD 60.21 in June-15. 800 -
The declining trend continued in August-15 as OPEC oil price touched
a six-month low of USD 46.95/b at the end of the first week. After oil
prices apparently stabilized in June-15, the current second round of
slump in global oil prices is due to multiple factors that include rising
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trend. Moreover, a higher than expected decline in US crude
inventories also failed to lift sentiments surrounding oil prices.
Meanwhile, there were speculations that OPEC is planning an emergency meeting led to a temporary run up in oil prices; however, the
group clarified that it has no plans to hold an emergency meeting to arrest the slide in oil prices.

OPEC oil price remained below the crucial USD 60/b level throughout July-15 and in August-15 it broke this support level (on 7-August-15)
going below the USD 50/b mark to a new multi-month low. The average OPEC oil price during August-15 stood at USD 47.59/b, a decline
of 12.2% as compared to the average price in July-15. In terms of YTD-15 performance, the average OPEC Reference Basket price stood at
USD 54.69/b, 43.2% lower as compared to FY-2014 average of USD 96.29/b.

Kuwait Blend Spot Price FOB continued to decline for the second consecutive month and averaged at USD 53.9/b during July-15,
USD 5.4/b or 9.1% after two consecutive months of strong gains. Kuwait oil closed July-15 at USD 51.73/b recording a monthly decline of
12.0% as against a 0.7% decline during the previous month. Kuwait oil price continued to decline in August-15 falling to USD 46.34/b (on
6-August-15) its lowest point since January-15. Meanwhile, European Brent Spot Price FOB averaged at USD 56.56/b during July-15
recording a decline of 8.0% or USD 4.92/b.

OPEC Reference Basket 60.2 54.2 (6.0) 105.4 55.0
Arab Light 60.9 55.0 (6.0) 106.2 55.3
Basrah Light 58.6 53.1 (5.5) 103.3 53.3
Bonny Light 62.2 56.8 (5.4) 110.9 58.4
Es Sider 60.8 55.5 (5.3) 108.2 56.6
Girassol 63.3 56.5 (6.8) 109.0 58.5
Iran Heavy 59.9 54.9 (5.0) 105.3 54.3
Kuwait Export 59.3 53.9 (5.4) 104.4 53.6
Marine 61.8 55.4 (6.4) 105.3 56.3
Merey 51.7 44.4 (7.3) 95.0 47.5
Murban 64.6 57.6 (7.0) 108.5 59.2
Oriente 56.7 47.8 (8.9) 95.7 50.1
Saharan Blend 61.7 56.3 (5.4) 109.6 57.8
Other Crudes

Brent 61.7 56.5 (5.2) 108.7 57.7
Dubai 61.8 56.2 (5.6) 105.4 56.6
Isthmus 63.5 55.6 (7.9) 101.2 56.0
LLS 63.2 54.7 (8.5) 105.2 57.5
Mars 59.4 50.2 (9.3) 101.0 53.8
Minas 60.1 51.9 (8.2) 109.7 55.7
Urals 62.5 55.8 (6.7) 107.3 57.5
WTI 59.8 51.2 (8.6) 101.2 52.9
Differentials

Brent/WTI 1.9 5.4 3.5 7.5 4.8
Brent/LLS (1.5) 1.9 3.4 3.5 0.2
Brent/Dubai (0.1) 0.4 0.5 3.3 1.1

Source: OPEC Monthly Oil Market Report - August 2015
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World Oil Demand

Total world oil demand for 2015 was revised upward from the previous month’s estimate by 90 tb/d and is expected to expand by 1.38
mb/d from the 2014 level to average around 92.61 mb/d. The revision primarily reflected higher-than-expected demand in OECD
Americas and Europe during Q1-15 and Q2-15 partially offset by marginally lower demand in OECD Asia Pacific. Data until May-15
showed that oil demand in the US continued to be high for all the main product categories, primarily road transportation fuels in line
with the low price environment, whereas in Europe, June-15 data showed continued growth in demand but at a slightly slower pace as
compared to the previous months. The 1H-15 data for the European Big 4 shows that oil demand increased by 2.1% year-on-year driven
by the transportation and industrial fuels. For the remainder of 2015, oil demand in Europe is expected to improve; however, the
uncertainties related to the region’s economic development continues to reflect in projections. In OECD Asia Pacific, oil demand in Japan
would decline with the restarting of some of the nuclear reactors that would curb the use of crude for electricity generation. Meanwhile,
June-15 oil demand in China was stronger that expected with a year-on-year growth of 0.49 mb/d resulting in a total consumption of
10.9 mb/d.

Word o demand-2014/2013mbja | 2018 | 15 | qo1s | @313 | aess | a0 |rotaown| o

Americas 24.17 24.24 24.03 24.64 24.98 24.48 0.30 1.26

of which US 19.36 19.59 19.31 19.72 20.09 19.68 0.32 1.66
Europe 13.49 13.48 13.69 13.82 13.42 13.60 0.11 0.84
Asia Pacific 8.16 8.77 7.67 7.58 8.16 8.04 (0.12) (1.46)
Total OECD 45.82 46.48 45.39 46.04 46.57 46.12 0.30 0.65
Other Asia 11.32 11.40 11.74 11.68 11.61 11.61 0.28 2.52

of which India 3.79 4,01 3.98 3.76 3.99 3.93 0.15 3.90
Latin America 6.60 6.40 6.67 7.06 6.76 6.73 0.12 1.82
Middle East 8.14 8.24 8.21 8.74 8.15 8.34 0.19 2.37
Africa 3.78 3.88 3.87 3.79 3.94 3.87 0.09 2.38
Total Developing Countries (DCs) 29.85 29.92 30.48 31.27 30.46 30.54 0.69 231
Former Soviet Union (FSU) 4.54 4.39 4.23 4.65 494 4.56 0.01 031
Other Europe 0.65 0.65 0.61 0.65 0.74 0.67 0.01 2.03
China 10.46 10.44 11.04 10.63 11.19 10.83 0.36 3.46
Total "Other Regions" 15.66 15.48 15.89 15.94 16.87 16.05 0.39 2.49
Total World 91.33 91.88 91.76 93.24 93.90 92.70 1.38 1.51

Source: OPEC Monthly Oil Market Report - August 2015

World oil demand for 2016 was unchanged from the previous projections and is expected to grow by 1.34 mb/d from 2015 levels. Growth
is expected to be slightly lower in the US increasing by 0.28 mb/d as compared to 0.32 mb/d in 2015. the overall demand for OECD
Americas is expected to be 0.33 mb/d more than in 2015. On the other hand, OECD Europe is expected to show a slight decline in oil
requirement. Oil consumption in OECD Asia Pacific is also expected to decline and the decline is projected to be slightly more than the
decline in 2015. Contrastingly, the Other Asia region is expected to show elevated GDP growth that would result in higher demand for oil.
India is expected to be the largest contributor to growth in this region. The resulting demand growth for the overall region is expected to
be in line with the projections for 2015, i.e. an increase of 0.29 mb/d for both 2015 and 2016.

Wordfoemand-a0is/oismya | 2015 | uis | aais | Gets | qeas | auts voraman]| sk

Americas 24.48 24.53 24.37 24.99 25.31 24.80 0.33 1.33

of which US 19.68 19.84 19.61 20.03 20.38 19.97 0.29 1.45
Europe 13.60 13.49 13.69 13.80 13.39 13.59 (0.01) (0.08)
Asia Pacific 8.04 8.62 7.53 7.45 8.03 7.91 (0.13) (1.67)
Total OECD 46.12 46.64 45.59 46.23 46.73 46.30 0.18 0.39
Other Asia 11.61 11.70 12.03 11.97 11.90 11.90 0.29 2.50

of which India 3.93 4.16 4.12 3.90 4.14 4.08 0.15 3.69
Latin America 6.73 6.57 6.82 7.20 6.92 6.88 0.15 2.27
Middle East 8.34 8.45 8.42 8.96 8.36 8.55 0.21 2.55
Africa 3.87 3.97 3.96 3.88 4.04 3.96 0.10 2.49
Total Developing Countries (DCs) 30.54 30.69 31.23 32.00 31.22 31.29 0.75 2.46
Former Soviet Union (FSU) 4.56 4.45 4.29 4.70 4.99 4.61 0.05 1.13
Other Europe 0.67 0.67 0.63 0.67 0.76 0.69 0.02 3.00
China 10.83 10.81 11.37 10.95 11.50 11.16 0.33 3.07
Total "Other Regions" 16.05 15.93 16.29 16.32 17.26 16.45 0.40 2.52
Total World 92.70 93.26 93.11 94.55 95.21 94.04 1.34 144

Source: OPEC Monthly Oil Market Report - August 2015

Oil Market Monthly Report 3



KAMCO Research

August - 2015

World Oil Supply

Non-OPEC oil supply in 2015 was also revised upwards in line with the growth in oil demand (by 90 tb/d) and is now projected to grow by
0.96 mb/d to average at 57.46 mb/d. The increase in supply is primarily driven by higher-than-expected oil output growth in the North
Sea, China, Colombia, Russia and the US during Q2-15 partially offset by downward supply revisions in Australia, Brazil and Indonesia. Qil
supply in Q1-15 was revised down by 10 tb/d, whereas supply expectations for the remaining three quarters for 2015 were revised up by
0.26 mb/d, 40 tb/d and 70 tb/d for the last three quarters, respectively. On the other hand, total oil output from developing countries is
expected to reach an average of 12.30 mb/d in 2015, an increase of 80 th/d compared with 0.21 mb/d in 2014 and an upward revision of
10 tb/d from the previous report. Oil market oversupply continues to persist with Saudi Arabia and the US producing at highest levels.
Particularly, US production levels remains near the highest level in four decades despite talks of several shale producers cutting down on
production. Meanwhile, oil rig count in the US, which bottomed in the last month, has started showing growth, although marginal.

on orecoisuply-2014/2015mb/a | 2014 | quis | qp1s | aais | aes | a0 |vovoown] o |

Americas 20.04 21.04 20.70 20.79 20.92 20.86 0.82 4.09
of which US 12.92 13.78 13.98 13.83 13.86 13.86 0.95 7.28
Europe 3.60 3.68 3.71 3.47 3.66 3.63 0.03 0.83
Asia Pacific 0.51 0.43 0.44 0.48 0.46 0.45 (0.05) (11.76)
Total OECD 24.15 25.14 24.86 24.73 25.04 24.94 0.79 3.27
Other Asia 3.48 3.62 3.59 3.51 3.44 3.54 0.06 1.72
Latin America 5.01 5.24 5.13 5.08 5.11 5.14 0.13 2.59
Middle East 1.34 1.31 1.24 1.20 1.20 1.24 (0.10) (7.46)
Africa 2.39 242 2.40 2.38 2.35 2.39 0.00 0.00
Total Developing Countries (DCs) 12.22 12.59 12.36 12.17 12.10 12.30 0.08 0.65
Former Soviet Union (FSU) 13.55 13.70 13.60 13.42 13.49 13.55 0.00 0.00
of which Russia 10.68 10.76 10.76 10.60 10.65 10.69 0.02 0.09
Other Europe 0.14 0.14 0.14 0.14 0.14 0.14 0.00 0.00
China 4.28 4.33 4.39 4.30 4.34 4.34 0.05 1.40
Total "Other regions" 17.97 18.17 18.13 17.85 17.97 18.03 0.05 0.33
Total Non-OPEC Production 54.34 55.90 55.35 54.76 55.11 55.28 0.93 1.73
Processing gains 2.16 2.19 2.19 2.19 2.19 2.19 0.02 1.39
Total Non-OPEC Supply 56.51 58.08 57.54 56.95 57.30 57.46 0.96 1.68
OPEC NGLs and non-conventionals 5.83 5.86 5.94 6.13 6.13 6.01 0.19 3.09
OPEC Crude Oil Production 30.08 30.33 31.15 - - - - -
Total World Supply 92.42 94.27 94.63 - - - - -

Source: OPEC Monthly Oil Market Report - August 2015

For 2016, non-OPEC supply growth was revised downward by 40 tb/d to 0.27 mb/d and is expected to average at 57.73 mb/d led by
change in expectations for 2015 as well as minor downward revisions in production forecast for some countries. OECD Americas would
continue to remain the primary growth driver in 2016 in the OECD, partially offset by a small decline in supply from OECD Americas.
Meanwhile, Middle East, Africa and FSU are expected to record a total decline of 0.32 mb/d in 2016.

ororccoispsy- 201520t mb/a | a3 | aeis | Gais | Gai6 | Qeis | e v cow| che |

Americas 20.86 21.15 21.07 21.18 21.49 21.23 0.37 0.02

of which US 13.86 14.08 14.08 14.17 14.41 14.19 0.32 0.02
Europe 3.63 3.68 3.52 3.41 3.68 3.57 (0.06) (0.02)
Asia Pacific 0.45 0.46 0.49 0.49 0.47 0.48 0.03 0.07
Total OECD 24.94 25.29 25.08 25.08 25.64 25.28 0.33 0.01
Other Asia 3.54 3.50 3.55 3.62 3.67 3.58 0.04 0.01
Latin America 5.14 5.13 5.21 531 5.45 5.27 0.13 0.03
Middle East 1.24 1.21 1.20 1.19 1.19 1.20 (0.04) (0.03)
Africa 2.39 2.35 2.35 2.34 2.33 2.34 (0.05) (0.02)
Total Developing Countries (DCs) 12.30 12.18 12.30 12.45 12.64 12.39 0.09 0.01
Former Soviet Union (FSU) 13.55 13.46 13.27 13.23 13.34 13.33 (0.23) (0.02)

of which Russia 10.69 10.64 10.53 10.52 10.61 10.58 (0.12) (0.02)
Other Europe 0.14 0.14 0.14 0.14 0.14 0.14 0.00 0.00
China 434 437 4.36 4.39 4.46 4.40 0.06 0.01
Total "Other regions" 18.03 17.97 17.77 17.76 17.95 17.86 (0.17) (0.01)
Total Non-OPEC Production 55.28 55.45 55.15 55.30 56.23 55.53 0.26 0.00
Processing gains 2.19 2.20 2.20 2.20 2.20 2.20 0.01 0.00
Total Non-OPEC Supply 57.46 57.65 57.35 57.50 58.42 57.73 0.27 0.00

Source: OPEC Monthly Oil Market Report - August 2015
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OPEC Oil Production & Spare Capacity

Total OPEC production during July-2015 declined by 0.36 mb/d or 1.1% to 32.1 mb/d as the increase in production in Saudi Arabia was
more than offset by a decline in production by other major oil producers in the OPEC. Although Bloomberg data suggests a decline,
OPEC’s monthly report highlighted that oil production by OPEC in July-15 reached the highest level since May-12 to 31.5 mb/d indicating
an increase of 101 tb/d, compared with the previous month. The slump in oil price is also affecting investment in the oil industry.
According to data from Wood Mackenzie, the value of contracts awarded for the twelve months ended April-15 related to oil and
natural-gas investment projects in the Middle East fell by 53% year-on-year to USD 93 Bn as a direct result of declining oil revenues and
the bleak outlook for the oil market. Particularly, the 2.2 Bn barrels of oil deep-water oil projects in Nigeria and Angola, which have a
breakeven price of as high as USD 70/b, may have to be deferred.

Production (000 b/d) July June Capacity Spare Capacity

Total OPEC-12 32,107 32,469 -362 -1.1% 37,547 5,440
KSA 10,570 10,500 70 0.7% 12,500 1,930
Iraq 4,194 4,388 -194 -4.4% 3,650 -544
Iran 2,850 2,850 0 0.0% 3,850 1,000
Kuwait 2,825 2,835 -10 -0.4% 3,200 375
U.A.E 2,800 2,900 -100 -3.4% 3,000 200
Venezuela 2,490 2,486 4 0.2% 3,000 510
Nigeria 1,880 1,950 -70 -3.6% 2,400 520
Angola 1,810 1,870 -60 -3.2% 1,870 60
Algeria 1,100 1,100 0 0.0% 1,200 100
Qatar 670 650 20 3.1% 780 110
Ecuador 538 540 -2 -0.4% 547 9
Libya 380 400 -20 -5.0% 1,550 1,170
Total OPEC-11 27,913 28,081 -168 -0.60% 33,897 5,984
Source: Bloomberg

Meanwhile, in an apparent relief for the oil market, the IEA 3M3f‘0b{d OPEC Total Crude Oil Production

raised its oil demand outlook for 2015 and 2016 by a steep ss

margin and said that non-OPEC supply growth would decline .

next year, primarily the US producers. The group expects the

315
biggest demand growth in five years and thereby raised the oil
demand outlook by 1.6 mb/d in 2015 up 260 tb/d from its

forecast last month, citing solid economic growth and

31.0
30.5

consumers responding to lower prices. For 2016, the group 300

expects a growth of 1.4 mb/d (up 410 tb/d from its previous 293

forecast) backed by persistent macroeconomic strength in 2016. 29.0
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IEA also forecasted that non-OPEC supply growth would slow W SR O S RN O SR S

Source: Bloomberg

sharply from 2.4 mb/d in 2014 to 1.1 mb/d in 2015 and further
contract to 200 tb/d in 2016.

Share of Production

1.2%

According to Bloomberg data, production in Saudi Arabia L7%— :::2
increased by 70 tb/d to 10.57 mb/d in July-15 as compared to 21%_~ Iran
10.50 mb/d in June-15. The Kingdom produced at the rate of 3.4% EULNZ“
84.6% of its capacity (which continues to be at 12.5 mb/d) as ‘ Venezuela
compared to 84% in the previous month. Consequently, its total som Nigeria
share of OPEC production increased from 32.3% at the end of ':‘::'i:
June-15 to 32.9% at the end of July-15. Meanwhile, production 7.8% Qatar

in Iraq saw a steep decline of 4.4% or 194 tb/d to 4.2 mb/d. 895 Ecuador
Production in Nigeria also declined by 3.6% or 70 tb/d to 1.88 e e ¥ Libya
mb/d during the month. Source: OPEC Monthly Oil Market Report - July 2015
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Brent Crude Oil Price Forecast by Various Research Houses
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3/25/2015
3/17/2015
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2/9/2015
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44.0
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65.0
60.8
62.0
60.0
65.0
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65.0
65.0
65.0
68.0
65.0
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61.0
65.0
59.5
74.0
80.0
60.0
56.0
45.0
60.0
72.0
49.0
66.0
55.0
69.0
65.0
65.0
72.0
65.0
79.0
83.0
74.0

60.4
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80.0
44.0
53.0
7.4

51.0
60.0
46.0
50.6
48.0
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55.0
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69.0
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67.7
69.0
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59.1
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