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Oil Market Monthly Report April - 2016

Oil prices remained elevated during March-16 on the back of hopes that a deal between OPEC and non-
OPEC producers would bring about balance in the oil market. However, these hopes got a temporary jolt
during the first week of April-16 with prices tumbling almost 4% in a single day when Saudi Arabia said
that it would not join an output freeze without the participation of Iran and other major oil producer.
Nevertheless, a reassuring statement from Kuwait’s OPEC governor regarding output freeze pushed up
Brent prices to a 4-month high level of USD 43.49 on 12-April-16. The governor expressed confidence that
In this Report... irrespective of whether or not Iran joins the oil output freeze decision during the 17-April-16 OPEC meeting
in Doha, other countries can agree on a production freeze as there is no other option for stemming oil
prices. The governor also said that the production freeze could be at February-16 production levels and
Oil Demand ..o, 3 could also set a floor price for oil. Meanwhile, an Iranian oil official was quoted as saying that the country
would continue increasing oil production and exports until it reaches pre-sanction levels.

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

Oil Supply ..ceeeevveern. 4
Other factors that supported oil prices included a broad weakness in USD as well as signs of rising oil

demand in China. In addition, the latest inventory data from US pointed to a surprisingly higher fall in
Oil Price Forecast ......... 6 inventory levels coupled with a decline in US oil production that declined for the 10th time in the past
eleven weeks. US oil production stood at just above the 9 mb/d mark, the lowest production level since
November-14, adding to hopes that it would fall below this psychologically important level in the next
week. Furthermore, US oil rigs fell for the 15th time in the last 16 weeks to 354 after declining by eight rigs
in the latest weekly data released by Baker Hughes.

Reserve & Capacity ...... 5

On the other hand, supply side factors, although significant, did not had much of an impact on oil prices
due to the overall positive sentiments in the oil market. With Saudi Arabia already producing at
elevated levels and Iran planning to add additional output, it emerged that Iraq boosted its output to a
record 4.55 mb/d during March-16. This follows news that Russia increased its oil production to historical
highs. This recent boost in oil production by OPEC and non-OPEC members indicates that the producers are
preparing for a production freeze at their highest possible individual production levels.

Average monthly OPEC oil prices surged 21% during March-16, the highest jump in thirteen months, to
reach USD 34.65/b. Similarly, average monthly Kuwait oil prices also surged 20% to reach USD 32.27/b
by the end of the month. In terms of monthly production, according to Bloomberg, March-16 output was
marginally up by 64 tb/d to 33.09 mb/d as compared to 33.02 mb/d during the previous month. The
increase in production was largely associated with increase in production in Iraq, Iran and Angola, partially
offset by marginal declines in production in UAE, Nigeria and Libya.
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The expected talks on oil freeze at the next week’s OPEC meet has UsD/b OPEC Reference Basket Avg. Monthly Price Trend
been driving oil prices since over a month. The positive sentiments 650 - - 30.0%

20.7%

started fading especially after Saudi Arabia’s deputy crown prince 20.0%

said that the Kingdom would join the agreement only if Iran and
. - -, 10.0%
other major producers join the agreement. However, a positive
statement from Kuwait’s OPEC governor pushed oil prices to above 0.0%
the USD 40/b level. On the impact of Iran not joining the output

freeze talks, the governor said that this would not hinder the

-10.0%
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agreement as it will be difficult for Iran to sell its crude in an

oversupplied market. She also said that oil market is expected to -30.0%
balance during 2H-16 and oil may close the year between USD 45 -
USD 60 per barrel. In a similar statement, the CEO of Abu Dhabi’s
ADNOC said that the oil market would balance by the end of next

year and prices are expected to rise in the medium term, although it
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Source: Bloomberg

would remain volatile in the near term.

Demand side factors saw limited upside but a key data point highlighted higher oil demand in China with car sales up 6% year-on-year
during Q1-16 and is further expected to grow by 5% during the first half of the year, according to industry reports. On the supply side, EIA
data released at the end of the first week of April-16 saw declining oil production and inventories, which coupled with the ongoing broad
softening of USD, pushed oil prices to 4-month high levels. However, inventories went up again during the second week of April-16
according to data from EIA and API. Meanwhile, the latest weekly report from Baker Hughes showed that oil rigs in the US declined by
eight to a new historical low of 354 rigs bringing the YTD decline in rig count to 184.

Average monthly OPEC oil prices surged 21% during March-16, the highest jump in thirteen months, to reach USD 34.65/b. Similarly,
average monthly Kuwait oil prices also surged 23% to reach USD 33.0/b by the end of the month. Prices continued to surge during April-
16 resulting in strong YTD-16 gains which stood at 18% for OPEC oil and 22% for Kuwait oil. Prices of Brent crude also surged during
March-16 with average monthly prices up by 19% as compared to the previous month’s average.

OPEC Reference Basket 28.7 34.7 50.3 30.2
Arab Light 28.8 34.7 6.0 50.0 30.2
Basrah Light 27.1 334 6.3 48.3 28.8
Bonny Light 32.2 38.5 6.3 55.3 35.3
Es Sider 31.5 37.5 6.1 52.6 34.1
Girassol 32.3 38.4 6.1 54.4 33.8
Iran Heavy 27.3 33.2 6.0 49.8 28.6
Kuwait Export 26.8 33.0 6.2 48.4 28.5
Marine 29.4 35.5 6.1 51.7 30.8
Merey 21.4 25.8 4.5 43.9 23.3
Minas 29.5 34.6 5.1 52.1 31.7
Murban 34.2 40.0 5.9 54.8 35.5
Oriente 24.7 31.5 6.8 45.0 26.9
Saharan Blend 33.3 39.4 6.2 54.4 35.5
Other Crudes

Brent 32.5 38.5 6.1 53.9 34.1
Dubai 29.4 35.2 5.7 52.0 30.7
Isthmus 28.7 35.5 6.8 49.9 31.5
LLS 32.3 40.0 7.7 52.8 35.2
Mars 27.7 34.5 6.8 49.2 30.1
Urals 30.9 36.9 6.0 53.3 31.9
WTI 30.3 37.8 7.4 48.6 334
Differentials

Brent/WTI 2.1 0.7 (1.4) 5.4 0.7
Brent/LLS 0.2 (1.5) (1.7) 1.1 (1.1)
Brent/Dubai 3.0 3.4 0.3 1.9 3.4

Source: OPEC Monthly Oil Market Report - April 2016
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World Oil Demand

Total world oil demand growth for 2015 was kept largely unchanged from the last month at 1.54 mb/d to reach 92.98 mb/d. Oil demand
grew consistently over the four quarters of 2015 with India seeing the largest percentage increase in oil demand during the year
recorded at 7%. Demand growth in China was also strong but stood at a distant second recording a growth of 3.5% or 0.37 mb/d to reach
10.83 mb/d during the year. In terms of absolute demand growth, US recorded the strongest growth of 0.3 mb/d followed by demand
growth of 0.26 mb/d in India, in line with demand growth for the complete OECD Europe region. Demand in total OECD grew by 1% or
0.45 mb/d to 46.17 mb/d during 2015 whereas Developing Countries saw an even stronger demand growth of 0.72 mb/d or 2.4% to
reach 30.72 mb/d during the year.

ordoitbemand 20182015 mb/a | 018 | i1 | qo1s | Gais | abs | aois vt o e

Americas 24.14 24.24 24.12 24.77 24.37 24.37 0.24 0.98

of which US 19.41 19.62 19.54 20.02 19.68 19.71 0.30 1.56
Europe 13.45 13.47 13.57 14.14 13.67 13.71 0.26 1.93
Asia Pacific 8.14 8.74 7.72 7.63 8.28 8.09 (0.05) (0.59)
Total OECD 45.73 46.45 45.40 46.53 46.32 46.17 0.45 0.98
Other Asia 11.47 11.52 11.95 11.92 12.19 11.90 0.42 3.68

of which India 3.79 4.01 3.98 3.94 4.27 4.05 0.26 6.99
Latin America 6.60 6.40 6.66 6.88 6.50 6.61 0.00 0.06
Middle East 8.14 8.24 8.21 8.74 8.19 8.35 0.20 2.51
Africa 3.78 3.88 3.85 3.79 3.93 3.87 0.09 2.34
Total Developing Countries (DCs) 30.00 30.03 30.67 31.34 30.81 30.72 0.72 2.39
Former Soviet Union (FSU) 4.59 4.43 4.27 4.64 4.98 4.58 (0.01) (0.21)
Other Europe 0.65 0.66 0.62 0.66 0.75 0.67 0.02 2.88
China 10.46 10.44 11.06 10.69 11.13 10.83 0.37 3.51
Total "Other Regions" 15.71 15.52 15.96 15.99 16.85 16.09 0.38 2.39
Total World 91.44 92.00 92.03 93.87 93.98 92.98 1.54 1.69

Source: OPEC Monthly Oil Market Report - April 2016

Oil demand growth for 2016 was surprisingly lowered by 50 tb/d to 1.20 mb/d to an average consumption of 94.18 mb/d. The downward
revision primarily reflected economic weakness in the Latin American region that is expected to result in a marginal rise in oil demand in
the region. Within the region, economic conditions in Brazil is expected to remain slow during the year although upside risks remain
strong that includes the ongoing low oil price environment as well as the upcoming Olympics in the country both of which are expected to
push transportation fuel requirements. In OECD Americas, the most recent monthly US oil demand data pointed to a decline in oil
requirements due to warm winter and lower industrial activity. However, strong demand for jet fuel helped to offset some decline during
the month. Qil requirements also declined in Canada and Mexico during January-16 primarily led by lower demand from the power
generation sector partially offset by transportation fuel requirements. OECD Europe also presented a depressed picture for oil demand
during the first two months of 2016 on the back of a warmer winter as compared to the previous year as well as the higher baseline effect
in 2015. In Asia, oil demand declined in Japan whereas the rest of the region including South Korea, India, Indonesia, Taiwan and China all
recorded higher demand during the start of the year.

Wordbemnd-0is/oismiya | aots | auis | ais | Gets | qess | auis voraomn] sich

Americas 2437 24.44 24.44 25.05 24.64 24.64 0.27 1.09

of which US 19.71 19.87 19.81 20.26 19.91 19.96 0.25 1.27
Europe 13.71 13.50 13.59 14.14 13.66 13.72 0.01 0.07
Asia Pacific 8.09 8.63 7.62 7.54 8.18 7.99 (0.09) (1.17)
Total OECD 46.17 46.57 45.65 46.73 46.48 46.36 0.18 0.39
Other Asia 11.90 12.01 12.30 12.27 12.55 12.28 0.39 3.26

of which India 4.05 431 4.15 4.11 4.44 4.26 0.20 5.06
Latin America 6.61 6.36 6.70 6.91 6.51 6.62 0.01 0.22
Middle East 8.35 8.35 8.37 8.91 8.35 8.50 0.15 1.77
Africa 3.87 3.99 3.96 3.90 4.05 3.98 0.11 2.85
Total Developing Countries (DCs) 30.72 30.72 31.33 31.99 31.46 31.38 0.66 2.15
Former Soviet Union (FSU) 4.58 4.44 4.32 4.68 5.03 4.62 0.04 0.82
Other Europe 0.67 0.68 0.64 0.68 0.77 0.70 0.02 3.57
China 10.83 10.73 11.35 10.99 11.42 11.13 0.29 271
Total "Other Regions" 16.09 15.86 16.32 16.35 17.22 16.44 0.36 221
Total World 92.98 93.15 93.30 95.07 95.16 94.18 1.20 1.29

Source: OPEC Monthly Oil Market Report - April 2016
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World Oil Supply

Non-OPEC oil supply growth in 2015 was once again revised upward by 40 tb/d to 1.46 mb/d to average at 57.13 mb/d on the back of
upward revision in Bahrain (3Q-15 and 4Q-15) and Russia (first three quarters of 2015) partially offset by downward revisions for US, UK
and Other Asia Pacific regions. The largest increase in oil supply from among the non-OPEC producers in 2015 was recorded for the OECD
Americas region (with US being the main contributor to growth) that saw its supply revised upwards by 10 tb/d to 0.92 mb/d in the latest
monthly report. Meanwhile, the OECD Asia Pacific region saw a downward revision of 10 tb/d primarily due to decline in crude oil
production in Australia. Furthermore, in the Middle East region, production figures for Bahrain and Oman were revised for 2015 that led
to an upward revision of 10 tb/d for the region during 2015.

oroPec O suply 2034205 mb/a | 2014 | a5 | qpis | @ais | aads | 015 [vovown| o |

Americas 20.08 21.04 20.69 21.14 21.15 21.01 0.92 4.63

of which US 12.96 13.78 14.05 14.06 14.05 13.99 1.03 7.95
Europe 3.61 3.69 3.77 3.68 3.86 3.75 0.14 3.88
Asia Pacific 0.51 0.43 0.45 0.50 0.47 0.46 (0.05) (9.80)
Total OECD 24.20 25.16 24.90 25.32 25.49 25.22 1.01 4.21
Other Asia 2.60 2.71 2.71 2.65 2.73 2.70 0.10 3.85
Latin America 5.01 5.23 5.16 5.17 5.18 5.18 0.18 3.39
Middle East 1.34 1.30 1.27 1.26 1.25 1.27 (0.07) (5.22)
Africa 2.38 2.39 2.37 2.36 2.35 2.37 (0.01) (0.42)
Total Developing Countries (DCs) 11.33 11.63 11.51 11.45 11.52 11.53 0.20 1.77
Former Soviet Union (FSU) 13.55 13.77 13.68 13.61 13.73 13.70 0.15 1.11

of which Russia 10.68 10.83 10.83 10.83 10.89 10.85 0.17 1.59
Other Europe 0.13 0.13 0.13 0.13 0.13 0.13 0.00 0.00
China 4.30 4.33 4.39 4.38 4.37 4.37 0.07 1.63
Total "Other regions" 17.98 18.23 18.20 18.13 18.24 18.20 0.22 1.22
Total Non-OPEC Production 53.51 55.02 54.61 54.89 55.24 54.94 143 2.67
Processing gains 2.16 2.19 2.19 2.19 2.19 2.19 0.02 1.39
Total Non-OPEC Supply 55.67 57.20 56.80 57.08 57.42 57.13 1.46 2.62
OPEC NGLs and non-conventionals 6.00 6.02 6.11 6.18 6.29 6.15 0.15 2.50
OPEC Crude Oil Production 30.77 31.03 31.89 32.24 32.25 31.85 1.08 3.50
Total World Supply 92.44 94.25 94.80 95.50 95.96 95.13 2.69 291

Source: OPEC Monthly Oil Market Report - April 2016

Non-OPEC oil supply growth for 2016 was revised downward by 30 tb/d in the latest monthly oil report and is expected to decline by
0.73 mb/d to average at 56.39 mb/d. The downward revision primarily reflects lower expected oil output from onshore mature fields in
China as well as lower supply from Columbia. These declines more than offset upward revisions in Canada, Norway, Russia and Oman in
Q1-16. In terms of regional supply, the OECD Americas region is expected to see the steepest decline in oil supply in 2016. In a related
development, the US EIA, in its monthly drilling report, said that US crude oil production from the seven major shale regions could fall by
114 th/d to 4.8 mb/d in May-16 as compared to April-16.

ororccoispsy- 201520t mb/a | 2015 | Qnis | Gris | @16 | eis | a6 ot cow] s

Americas 21.01 20.88 20.35 20.39 20.54 20.54 (0.46) (2.19)

of which US 13.99 13.75 13.49 13.42 13.56 13.56 (0.43) (3.07)
Europe 3.75 3.81 3.62 3.55 3.68 3.66 (0.09) (2.40)
Asia Pacific 0.46 0.46 0.46 0.46 0.44 0.45 (0.02) (2.17)
Total OECD 25.22 25.15 24.43 24.40 24.67 24.66 (0.56) (2.22)
Other Asia 2.70 2.70 2.71 2.75 2.78 2.73 0.03 111
Latin America 5.18 5.08 5.17 5.21 5.32 5.20 0.01 0.19
Middle East 1.27 1.27 1.25 1.24 1.24 1.25 (0.02) (1.57)
Africa 237 235 2.36 2.34 2.33 234 (0.03) (1.27)
Total Developing Countries (DCs) 11.53 11.40 11.49 11.54 11.66 11.52 0.00 0.00
Former Soviet Union (FSU) 13.70 13.88 13.53 13.42 13.49 13.58 (0.12) (0.88)

of which Russia 10.85 11.02 10.80 10.72 10.77 10.83 (0.02) (0.18)
Other Europe 0.13 0.13 0.13 0.13 0.13 0.13 0.00 0.00
China 4.37 4.30 4.29 4.28 433 4.30 (0.07) (1.60)
Total "Other regions" 18.20 18.31 17.95 17.84 17.95 18.01 (0.19) (1.04)
Total Non-OPEC Production 54.94 54.86 53.87 53.78 54.28 54.20 (0.75) (1.37)
Processing gains 2.19 2.20 2.20 2.20 2.20 2.20 0.01 0.46
Total Non-OPEC Supply 57.13 57.06 56.07 55.98 56.48 56.39 (0.73) (1.28)

Source: OPEC Monthly Oil Market Report - April 2016
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OPEC Oil Production & Spare Capacity

According to Bloomberg, March-16 oil production was marginally up by 64 tb/d to 33.09 mb/d as compared to 33.02 mb/d during the

previous month. The increase in production was largely associated with increase in production in Iraq (+150 tb/d), Iran (+100 tb/d) and
Angola (+41 tb/d), partially offset by marginal declines in production in UAE (-90 tb/d), Nigeria (-74 tb/d) and Libya (-40 tb/d). Higher
production in Irag comes despite cuts in investment as the country targets to reach an oil output level of 6 mb/d by 2020 primarily by

increasing production in the Southern Iraq’s Basra region.

Meanwhile, Kuwait, which is currently producing at the rate of 3 mb/d, has plans to add additional 165 tb/d by offering contracts for

offshore rigs and support services to drill its first undersea wells. In addition, the Khajfi oil field jointly operated by Kuwait and Saudi

Total OPEC-12 33,026 33,090 64 0.2% 36,644 3,554
KSA 10,200 10,190 -10 -0.1% 12,500 2,310
Iraq 4,200 4,350 150 3.6% 4,450 100
Iran 3,100 3,200 100 3.2% 2,900 -300
Kuwait 3,000 3,000 0 0.0% 3,000 0
U.A.E 2,980 2,890 -90 -3.0% 3,150 260
Venezuela 2,451 2,440 -11 -0.4% 2,500 60
Nigeria 1,889 1,815 -74 -3.9% 2,200 385
Angola 1,801 1,842 41 2.3% 1,870 28
Algeria 1,110 1,100 -10 -0.9% 1,150 50
Indonesia 724 732 8 N/A 828 96
Qatar 650 650 0 0.0% 780 130
Ecuador 551 551 0 0.0% 536 -15
Libya 370 330 -40 -10.8% 780 450
Total OPEC-11 28,826 28,740 -86 -0.30% 32,194 3,454
Source: Bloomberg Mn b/d OPEC Total Crude Oil Production

Arabia, which was non-operational since October 2014, is set to :Z ] 331 331 330 331
resume production. The field is expected to reach a pre- s 32.5 322 323 551 322 aa

stoppage production level 280 tb/d - 300 tb/d gradually after 3.0

the requirements of the amended contracts are met. In the 315 |

medium term, Kuwait plans to increase its total production to 4 31.0 |

mb/d by 2020. 305 |

The overall production by OPEC members continued to remain 3001

elevated at above the 90% capacity by the end of March-16. ZZ ]

Among the member countries, Saudi Arabia continues to hold
the largest buffer capacity at almost 2.3 mb/d at the end of
March-16 followed by Libya with a spare capacity of 0.45 mb/d
and Nigeria at 0.39 mb/d. The total share of production of Saudi
Arabia stood at 30.8% almost in line with its share during the
previous month. On the other hand, the share of Iran increased
from 9.4% in February-16 to 9.7% in March-16. The share of
Iraq also increased from 12.7% during the previous month to
13.1% during March-16. Furthermore, Iran’s oil minister has
forecasted that the country’s oil output would reach 4 mb/d by
March 2017 with an export of 2.25 mb/d. According to a report,
the country increased oil production by 0.23 mb/d during the
first quarter of the year and has increased exports by almost 0.6
mb/d by giving deep discounts to regain oil market share.
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Brent Crude Oil Price Forecast by Various Research Houses
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