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Oil price vola�lity con�nued during August-15 pushing OPEC oil prices to a 6-year low level of USD 

40.47/b on 25-August-15, when china announced the devalua�on of its currency thereby affec�ng all 

asset traded classes globally. A slowdown in China and its possible impact on oil demand con�nued to 

be the theme in the oil market. However, prices saw a U-shaped recovery during the last week of August-

15 gaining almost 18% only to decline subsequently to average USD 45.54/b during first half of Sep-15. 

In a significant development for the oil market, China announced that it aims to launch its first 

interna�onal crude oil contract later this year on the Shanghai Interna�onal Energy Exchange (INE) in a 

move to establish a new Asian benchmark for oil deals. The move could strengthen China’s influence in 

the oil market giving it addi�onal pricing power.  

Furthermore, the EIA’s weekly report showed US stockpiles declined by 2.1 million barrels to 455.9 Mn 

barrels during the week ended 10-September-15. The favorable report pushed oil almost 4% during 

intraday trades on the back of hopes that US cutbacks in US oil produc�on has been ini�ated, although the 

reported also highlighted that domes�c produc�on dropped by just 0.2% to 9.1 mb/d.   

A similar tone was echoed in OPEC’s monthly report a8er the cartel lowered its expecta�ons for non-

OPEC oil supply in 2015 due to declining produc�on in America’s shale regions. While lowering non-

OPEC oil supply by 72 tb/d in 2015, OPEC expects that US oil produc�on would con�nue to decline in 

2015 as lower oil prices makes it increasingly unprofitable for shale drillers to con�nue produc�on. At the 

same �me, OPEC expects oil consump�on in the US to grow on the back of lower prices. It revised the oil 

demand growth for 2015 by 84 tb/d to 1.46 mb/d on the back of be8er-than-expected economic data from 

the OECD countries.   

The US Federal Reserve’s decision to not hike policy rates led to some weakness in the USD but this 

failed to rescue the oil market as the Fed’s statement indicated fear over the health of the global 

economy and its nega�ve impact on global oil demand.   

OPEC oil price remained below USD 50/b level throughout August-15 and declined further during 

September-15 a8er showing some temporary signs of growth. The average OPEC oil price during August

-15 and during the first half of September-15 remained flat at USD 45.5/b. In terms of YTD-15 

performance, the average OPEC Reference Basket price stood at USD 53.31/b, 44.6% lower as compared to 

FY-2014 average of USD 96.29/b. Kuwait Blend Spot Price FOB con�nued to decline for the third 

consecu�ve month and averaged at USD 45.53/b during August-15, a rela�vely steeper decline of 17.5% as 

compared to the previous month’s average.  
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Oil Prices 
Oil market fundamental con8nues to remain bearish with con8nued 

oversupply and record stockpiles of crude. Average oil price declined 

for the fi=h consecu8ve month during August-15 by almost 16.1%, 

the highest monthly average price decline since January-15. 

However, the average remained flat during the first half of 

September-15 as compared to the average during August-15. The 

fear over China’s economic slowdown and whether it would spread 

to other economies kept a virtual ceiling on oil price gains during the 

month. Furthermore, weak export data from Japan for the second 

consecu8ve month also affected prospects of oil price trailing 

upwards any8me soon. Some relief was seen in the oil market when 

EIA said that the US oil output has started declining a=er almost six 

years of steep increases. Data released by EIA showed that crude and 

condensate produc8on in the US peaked at 9.6mb/d in April-15 and 

had declined by 316tb/d by June-15. Although crude oil supplies is expected to decline by the end of the year, the decline in demand due 

to global uncertainty could offset any growth in oil price in the near term. The US Federal Reserve’s decision to not hike policy rates led to 

some weakness in the USD but this failed to rescue the oil market as the Fed’s statement indicated fear over the health of the global 

economy and it’s nega8ve impact on global oil demand.   

OPEC oil price remained below USD 50/b level throughout August-15 and declined further during September-15 a=er showing some 

temporary signs of growth. The average OPEC oil price during August-15 and during the first half of September-15 remained flat at       

USD 45.5/b. In terms of YTD-15 performance, the average OPEC Reference Basket price stood at USD 53.31/b, 44.6% lower as compared 

to FY-2014 average of USD 96.29/b.  

Kuwait Blend Spot Price FOB continued to decline for the third consecutive month and averaged at USD 45.53/b during August-15, a 

relatively steeper decline of 17.5% as compared to the previous month’s average. Meanwhile, European Brent Spot Price FOB averaged 

at USD 46.58/b during August-15 recording the highest monthly decline of 17.6%. 
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World Oil Demand 

World oil demand growth for 2016 was revised slightly downward by 50 tb/d to 1.29 mb/d resul8ng in a consump8on of 94.08 mb/d. The 

revision primarily reflects the economic slowdown in China and La8n America. Demand in the OECD countries is expected to be driven by 

higher growth in the US, an expected growth of almost 0.28 mb/d in 2016, whereas OECD Europe and OECD Asia Pacific are expected to 

see a decline in demand by 10 tb/d and 130 tb/d, respec8vely. OECD Europe is expected see higher demand from the road transporta8on 

sector whereas uncertain8es related to economic factors and budget cuts con8nue to be factors that would completely offset the growth 

in demand. Meanwhile, in OECD Asia Pacific, the higher likelihood that Japan would start a number of nuclear plants would result in lower 

oil consump8on, whereas higher transporta8on fuel requirement would slightly offset this decline.  

Total world oil demand for 2015 was revised upward from the previous month’s es8mate by 84 tb/d and is expected to expand by 1.46 

mb/d from the 2014 level to average around 92.79 mb/d. This was the second consecu8ve month of upward revision in oil demand (last 

month’s upward revision stood at 90 tb/d). The revision in the September-15 report primarily reflected higher-than-expected 

performance from OECD America and Europe in 1H15. Oil demand in the US has shown consecu8ve increase during June-15 and July-15 

owing to growing demand for gasoline led by low fuel prices partly offset by declines in the requirements for dis8llates and residual fuel 

oil. Demand growth in June-15 stood at 3.8% year-on-year whereas preliminary data pegged July-15 growth at an even higher 4.4% year-

on-year. Ini8al data for August-15 also suggests a strong month. Oil demand in OECD Europe, which con8nues to see uncertain8es 

regarding economic growth, also increased by almost 3% year-on-year during July-15, primarily led by rising requirement for 

transporta8on fuels, primarily diesel. The overall growth in UK, Germany, France and Italy stood at 3.2% y-o-y during the first seven 

months of 2015. Oil demand in this region is expected to grow by 0.16 mb/d in 2015, the first since 2006. OECD Asia Pacific con8nued to 

show a gloomy picture with an oil demand decline of 0.04 mb/d in 2015.  
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World Oil Supply 

A=er an upward revision in the previous report, OPEC lowered non-OPEC oil supply growth in 2015 by 72 tb/d to grow by 0.88 mb/d to 

average at 57.43 mb/d. Non-OPEC oil supply during 1H-15 was revised downwards to average at 57.80 mb/d whereas 2H-15 was revised 

down by 61 tb/d to now average 57.06 mb/d. The downward revision primarily reflects an expected decline in oil produc8on in the US by 

an average decline of 0.07 mb/d during 1H-15 as oil rigs con8nue to decline. According to Baker Hughes, oil rigs declined for the second 

consecu8ve week to a total of 652 during the second week of September. A lower-than-expected US output in 1Q15 led to the 

downward revision in expecta8ons. Nevertheless, Americas is expected to be the key driver for the supply growth and is expected to 

increase by 0.67 mb/d in 2015.  Oil produc8on in Canada recovered a=er maintenance and wildfire-related outages came online. In La8n 

America, the connec8on of new wells in the Santos and Campos basins resulted in higher output in Brazil, but this increase was almost 

completely offset by an equal fall in Colombian output.  

For 2016, non-OPEC supply growth was revised downward by 110 tb/d to grow by 0.16 mb/d and is expected to average at 57.59 mb/d. 

In terms of total supply, the highest growth is expected to come from  OECD Americas by 0.30 mb/d (primarily on the back of 0.22 mb/d 

growth in the US), followed by China, Other Asia, La8n America and OECD Asia Pacific whereas produc8on is expected to decline in FSU, 

Africa, the Middle East and OECD Europe in 2016. 
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OPEC Oil Produc8on & Spare Capacity 

Oil production in the UAE increased by 5.4% or 150 tb/d to    

2.95 mb/d as it produced at 94% of its capacity. The UAE was 

the third highest oil producer in the OPEC during the month 

after Saudi Arabia and Iraq. The other major increase was seen 

in Nigeria, which increased production by 3.2% or 60 tb/d to 

1.94 mb/d. Iran also increased production by 1.8% or 50 tb/d to 

2.9 mb/d. On the other hand, the highest decline in production 

was seen in Saudi Arabia by about 70 tb/d or 0.7% during the 

month followed by 60 tb/d decline in Angola. Total spare 

capacity in the growth now stands at 11.1% as it produces at 

88.9% of its capacity. The share of GCC in total oil production by 

OPEC declined marginally in absolute terms but as a percentage 

of total OPEC production, it continues to be at 52.4% or        

16.94 mb/d.  Oil production in Kuwait saw a marginal increase 

during August-15 reaching 2.85 mb/d during the month. 

However, the country is planning to start an offshore oil 

exploration programme within two years as part of plans to 

boost oil output capacity. According to comments from KOC, 

the country aims to add 0.7 mb/d of crude oil production 

capacity from offshore and onshore areas and aims to increase  

production capacity to 3.5 mb/d by the end of 2015. Moreover, 

the country continues to aim for a production capacity of           

4 mb/d by 2020 and sustain this level to 2030.  

After a 0.8% of 261 tb/d decline in oil production during July-15, total OPEC production during August-2015 one again turned positive 

with an increase of 108 tb/d or 0.3% to 32.3 mb/d primarily on the back of higher production in the UAE, Nigeria and Iran, whereas 

production in Saudi Arabia and Angola partially offset the overall increase in production. Total production by OPEC members is not 

expected to decline in the near term as the battle to defend OPEC”s market share seem to be finally having some results. In a statement 

defending OPEC’s policy of defending market share, Kuwait’s OPEC governer said that the oil market would balance by itself and that the 

slowdown in China is a short-term issue and will not have any impact on OPEC’s market share. The group expects that oil price would rise 

gradually to USD 80/b by 2020 as supply growth outside the group weakens. This increase will result with an incremental increase of USD 

5/b to average oil price every year until 2020.  

    Source: OPEC Monthly Oil Market Report - September 2015 
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Brent Crude Oil Price Forecast by Various Research Houses 
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