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The end of a calendar year always brings with it a flood 
of retrospective analysis of the events of the previous 12 
months. Television stations and print media bombard us 
with countless special programmes and articles looking back 
at what has happened in the past year, while companies and 
organizations take time to assess their achievements and look 
forward to the future. Even if we wanted to, it seems that 
there is no getting away from the desire to provide instant 
reassessments of recent history.
     So was the year 2003, the 43rd full year of OPEC’s 
existence, a good one for the Organization? A glance at the 
average price of the OPEC Reference Basket of seven crudes 
shows us that it was just over $28/barrel for the whole year. 
Given that the price band is $22–28/b, the question naturally 
arises: could or should OPEC have done more in 2003 to 
keep prices within the band?
     The question is not as simple as it may seem at first glance. 
In the early part of the year, market nervousness about the 
impending US-led war on Iraq drove prices ever higher, 
despite the fact that there was no shortage of crude in the 
market. Even when the conflict finally broke out and OPEC, 
which had consistently reassured the oil-consuming nations 

that it would make up for any loss of production from Iraq, 
was as good as its word, prices remained stubbornly high.
     Thankfully, the Iraq conflict was relatively short and 
the country’s oil industry is now on the road to recovery, 
although the process is likely to take some time. However, 
another crucial factor has now assumed prominence in the 
debate over oil prices: the decline in the US dollar vis-à-vis 
the world’s other major currencies, the euro and the yen.
     The average price of the OPEC Basket over the past 12 
months cannot be viewed in isolation, but must be seen 
in the context of the dollar’s fall. Since oil is priced in 
dollars, the recent decline in the value of the US currency 
has considerably weakened the purchasing power of the 
OPEC Member Countries. And if, as seems to be the case, 
the current US Administration has a policy of allowing the 
dollar to weaken in order to boost US exports and help 
the country’s economic recovery, then this trend can only 
continue.
     Taking into account all of the above, it is clear that an 
average price of $28/b for the OPEC Basket is not as much 
as it might seem at first glance. Everything must be seen in 
its proper context. With this in mind, it is noteworthy that 
OPEC has already scheduled three Meetings for the first half 
of 2004 — in Algiers on February 10, Vienna on March 31 
and Beirut on June 3 — clearly signifying its intention to 
remain vigilant at all times and to take whatever action may 
be deemed necessary to stabilize the market and protect the 
economic well-being not only of its Member Countries, but 
of the world as a whole.

Everything is relative

Although the average price of the OPEC 
Basket in 2003 was just over $28/b, this 
figure should be seen in the context of 
the year’s events
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OPEC decides to maintain current output levels
at 128th Conference in Vienna

HE Al Attiyah (r)
congratulates the
outgoing Secretary 
General, HE Dr 
Silva-Calderón.

PEC decided to keep its produc-
tion ceiling unchanged at 24.5 mil-

lion barrels/day when it met for the 128th 
(Extraordinary) Meeting of the Conference 
in the Austrian capital on December 4. The 
Conference also reiterated its call on Mem-
ber Countries to ensure strict compliance 
with the agreed production levels. 
     “Having reviewed the oil market situa-
tion, including the overall demand/supply 

     “Whilst noting, further, the relative 
strength in current market prices, with 
the price of the OPEC Reference Basket 
having fluctuated around the upper limit 
of the OPEC price band in recent weeks, 
the Conference acknowledged that this is 
partially a reflection of prevailing geopo-
litical concerns and, therefore, warrants 
continued careful observation. In this 
connection, the Conference also noted, 

expectations for the remainder of the year 
2003 and the first half of 2004, as well 
as the outlook for the oil market in the 
medium term, and having observed that, 
despite upward revisions in oil demand 
estimates, the crude oil market is well-
supplied, allowing replenishment of com-
mercial oil stocks to continue in recent 
months,” said a communiqué issued at 
the end of the talks.

O
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Iran’s Minister of Petroleum, HE Bijan Namdar Zangeneh (r), in conversation with 
his country’s OPEC Governor, HE Hossein Kazempour Ardebili.

Saudi Arabia’s Minister of Petroleum and Mineral Resources, HE Ali I Naimi, arrives 
for the Meeting.

with some concern, the decline in the 
purchasing power of the barrel as a re-
sult of current US dollar weakness vis-à-
vis other major currencies,” the statement 
added.
     “Moreover, taking into consideration 
the market outlook for 2004, in particu-
lar the second quarter, when the projected 
significant supply overhang is expected to 
exert considerable pressure on oil prices, a 
situation requiring continuous monitor-
ing and close assessment, the Conference 
reaffirmed its firm determination to take 
any measures, when deemed necessary, to 
maintain market stability and avoid price 
fluctuations,” said the statement.
     At the closing press conference, the 
OPEC Conference President, Qatari Sec-
ond Deputy Prime Minister and Minis-
ter of Energy & Industry, HE Abdullah 
bin Hamad Al Attiyah, was asked what 
size cut he anticipated at the next Meet-
ing in Algiers on February 10. Al Attiyah 
said that the reason OPEC had decided 
to meet in February was that at the mo-
ment it was too early to decide if it was 
necessary for the Organization to cut pro-
duction, and if so, by how much.
     Asked whether the Organization was 
willing to cut production if non-OPEC 
nations did not co-operate, Al Attiyah 
said that OPEC was planning to invite 
non-OPEC oil producers to the next 
Meeting. He noted that the Organiza-
tion would examine the possibilities for 
co-operation, and that “we will see how 
they react, but we are hopeful that there 
is a good basis for co-operation between 
OPEC and non-OPEC.”
     Asked what price the Organization 
was aiming for under the “new dollar”, 
Al Attiyah explained that OPEC was cer-
tainly concerned about the value of the 
dollar, since it had fallen considerably in 
the past year. However, switching to a 
new currency was not discussed.
     Asked about the selection of a new 
Secretary General for the Organization, 
Al Attiyah noted that the OPEC Statute 
was very clear — the decision must be 
unanimous. He added that “we had three 
candidates, and I was not able to reach a 
compromise. Only one vote can block a 
candidate, on that matter the Statute is 
very clear. Therefore, the President of the 
Conference will act as the Secretary Gener-
al, until a unanimous decision is reached.” 
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The Minister also said that “some of our 
best Secretaries General were in fact com-
promise candidates: Dr Subroto, Dr Luk-
man and Dr Rodríguez Araque were all 
compromise candidates.”
     On the question of whether the OPEC 
price band mechanism still exists, Al At-
tiyah noted that it does indeed still exist, 
but with some modifications. Psychology 
has been a strong driver of market prices 
in the recent past, he said, adding that 
people have said that prices are too high 
but nobody has ever complained about a 
shortage of oil. Combine this with the fall 
in the value of the dollar and it is clear 
that if OPEC is to maintain the purchas-
ing power of the barrel, the Organization 
needs to modify the system.
     On the question of why the next two 
Extraordinary Meetings will be held in 
Algiers and Beirut, the Minister said that 
OPEC had been invited to Algiers by the 
Algerian government. As regards Beirut, 
that was an invitation by the government 
of Lebanon, which the Organization was 
happy to accept since Beirut was one of 
the best cities in the world. The Minis-
ter added: “I went to school there. Once 
you visit Beirut, you may never want to 
leave.”
     Finally, the Minister paid tribute to 
the outgoing Secretary General, HE Dr 
Alvaro Silva-Calderón, “who has been one 
of our best Secretaries General.” Al Attiyah 
added that Dr Silva-Calderón “has done 
a marvellous job and I want to congratu-
late him on his efforts and on everything 
he has done for the Organization.”
     In addition to discussing production 
levels, the Conference appointed the Gov-
ernor for Venezuela, Iván Orellana Alcalá, 
as Chairman of the Board of Governors 
for one year with effect from January 1, 
2004, while the Governor for Algeria, 
Hamid Dahmani, will serve as Alternate 
Chairman for the same period.

Seen here are (l-r) the United Arab Emirates’ Minister of Petroleum and Mineral 
Resources, HE Obaid bin Saif Al-Nasseri; Libya’s Chairman of the Management 
Committee of the NOC, HE Dr Abdulhafid Mahmoud Zlitni; the President of the 
Conference and Qatar’s Second Deputy Prime Minister and Minister of Energy & 
Industry, HE Abdullah bin Hamad Al Attiyah; and Kuwait’s Minister of Energy, 
HE Sheikh Ahmad Fahad Al-Ahmad Al-Sabah.

Libya’s Chairman of the Management Committee of the NOC, HE Dr Abdulhafid 
Mahmoud Zlitni (l), talks to Nigeria’s Presidential Adviser on Petroleum & Energy, 
HE Dr Edmund M Daukoru (c) and Algeria’s Minister of Energy & Mines,
HE Dr Chakib Khelil.



C O N F E R E N C E  N O T E S

6 OPEC Bulletin

C O N F E R E N C E  N O T E S

November/December 2003 7

Seen here at the clos-
ing press conference are 
(l-r) OPEC Secretary 
General, HE Dr
Alvaro Silva-Calderón; 
HE Al Attiyah; the 
Director of OPEC’s 
Research Division, Dr 
Adnan Shihab-Eldin; 
the Head of OPEC’s 
PR & Information 
Department (PRID), 
Dr Omar Farouk
Ibrahim; and (stand-
ing) PRID’s Media
Relations Officer,
Dr Abdulrahman
Al-Kheraigi.

Venezuela’s Minister of Energy and Mines, HE Rafael 
Ramirez, studies a document.

Iraq’s Minister of Oil, HE Dr Ibrahim Bahr Alolom (l), talks to Indonesia’s 
Minister of Energy and Mineral Resources, HE Dr Purnomo Yusgiantoro.
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n the major achievements of OPEC 
in recent years, particularly during 

his 18-month tenure as the Organization’s 
Secretary General:
     OPEC is very dear to me, since I was 
close to the team that first thought about 
the usefulness of creating it. I supported and 
worked for the creation of OPEC in 1960, 
and ever since then I have remained close 
to it. From its modest beginning in 1960, 
the Organization has continued to grow 
— thanks to the commitment of its lead-
ers — to its present status as an important 

member of the international community. 
The countries which originally fought 
the Organization now treat it with great 
respect.
     It should be noted that OPEC is not 
just a group of countries trying to secure 
a source of income. The Organization is 
strongly committed to other issues such 
as stability of supply, sustainable develop-
ment and the fight against poverty, and it 
continues to develop its activities on these 
and other fronts.
     OPEC’s successes include the stabiliza-

tion of oil supply even in crisis periods, and 
the achievement of greater price stability, 
thanks to our price band mechanism. 
There is now a growing recognition that 
prices need to be at a certain minimum 
level in order to encourage exploration 
and development in the oil industry, so 
as to guarantee supply at all times, as well 
as ensuring that the needs of our Member 
Countries’ populations are met.
     Another positive aspect in recent times 
is the improvement of the Organization’s 
image. Until fairly recently, it was com-

The job of OPEC Secretary General is 

one of the most high-profile and de-

manding in the world, but also one of 

the most rewarding. In this interview, 

given just before his term of office was 

due to expire at the end of December 

2003, the Organization’s outgoing 

Secretary General, HE Dr Alvaro 

Silva-Calderón, speaks to the Editor of 

the OPEC Bulletin, Graham Patterson, 

on a variety of topics including the level 

of oil prices, OPEC’s achievements, in-

ternational co-operation and the future 

role of oil.

OPEC: an Organization 
with a voice and 
a vote on the 
international stage

O
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mon to refer to OPEC as a cartel. This was 
because many people did not know what 
OPEC stands for, or they just wanted to 
be mischievous. But through education, 
systematic training, discussions, and ex-
change of information at various forums, 
we have sent out the Organization’s message 
very strongly and as a result, references to 
OPEC as a cartel are now less frequent.
     Our third significant achievement is 
the degree of co-operation we are now 
getting on all fronts. We see this not just 
in the presence of non-OPEC nations at 

“OPEC is strongly 
committed to 
issues such as 

stability of supply, 
sustainable 

development 
and the fight 

against poverty.”
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our Conferences, but in many other meet-
ings or conferences, such as the series of 
meetings on data exchange, the joint events 
with other UN bodies, the COP meetings 
on climate change and so on.
     It must also be mentioned that the de-
gree of cohesion, both between our Mem-
ber Countries and within the Organization, 
is much stronger than in former times. 
We have much more frequent meetings 
and consultations, and this has helped 
to expedite the decision-making process 
significantly.
     In the one-and-a-half years that I have 
been in Vienna, it has been a great pleasure 
for me to maintain the continuity of Ven-
ezuela’s policy towards OPEC. When the 
current Venezuelan government took office 
in 1998, we changed the country’s policy 
with regard to OPEC, since the policy of 
the previous government had been not to 
pay much attention to rationalising oil 
production. So in order to change that 
situation, we decided to cut back around 

625,000 barrels/day, and to this day we 
continue to strongly support the policy of 
adjusting production within the Organiza-
tion to guarantee market stability.
     At the Second Summit of OPEC Heads 
of State and Government held in Caracas in 
2000, Member Countries agreed that the 
principles of the Organization are as valid 
today as they were 40 years ago, and another 
such summit is expected in 2005.

On the level of oil prices in 2003:
     Prices averaged just over $28/barrel 
for the OPEC Reference Basket in 2003, 
but this is only the value for a single year. 
The previous year, the average was around 
$24/b, and seen in this longer-term context, 
the $28/b average for 2003 is not so high 
after all. 
     One must also take into account the 
value of the barrel as opposed to its price. 
The average price for 1960, the year of 
OPEC’s founding, was $1.73/b. If we take 
that year as a basis, then the $28/b price 

works out at about $3.40/b in real terms. 
1998, on the other hand, was a very bad 
year for oil prices, and the average for that 
year was around the same as it was in 1961 
in real terms!
     The decline in the value of the US dol-
lar also affected the value of our Member 
Countries’ oil revenues, and this is some-
thing that we view very seriously. This is 
another reason why the 2003 average of 
$28/b is not as high as it seems.
     There is also a strong link between 
the price level and the health of the world 
economy. In 2003, the US grew strongly, 
and Europe and Japan also grew, although 
at a lower rate, while developing countries 
like China and India continued to show 
healthy economic growth. It is logical that if 
the world economy is healthy, then demand 
will be stronger and will tend to push the 
price up.
     Other important factors influencing 
oil prices in 2003 included the fear of the 
US-led attack on Iraq, which drove prices 

“Every country, 
whether OPEC 
or non-OPEC, 
should share the 
idea that we 
need each other.”
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up. These kinds of uncertainties are not 
related to the fundamentals of economic 
growth, market supply and stability and so 
on. There will always be factors outside our 
control that influence prices, but we just 
have to accept that and do the best that 
we can in these circumstances to achieve 
market equilibrium, as we have done in 
the past.

On the need for continued co-operation with 
non-OPEC producers:
     I believe that we will need co-operation 
from non-OPEC, but they will need our 
co-operation too! They clearly need the 
presence of OPEC in order to maintain 
prices. However, some countries have en-
joyed the market stability that OPEC has 
provided without co-operating themselves, 
and we need to draw their attention to 
that.
     Every country, whether OPEC or 
non-OPEC, should share the idea that 
we need each other. If we cannot achieve 

that degree of co-operation — although I 
firmly believe that we can — then there 
is a risk that prices could slide.

On the present and future role of natural gas 
in the energy industry:
     All studies indicate that gas will play an 
increasing role in the years to come, and 
it has rightly been described as ‘the fuel of 
the future’. Our Member Countries hold 
around 80 per cent of the world’s oil, but 
they also have 50 per cent of its gas reserves, 
so it is natural to expect that they will play 
a greater role in the gas industry.
     With regard to gas prices, one should 
not forget that the price of gas is already 
linked to the price of oil, so if we achieve 
our aim of price stability in the oil mar-
ket, then we will be heading in the right 
direction to achieve stability in gas prices 
as well.

On speculation about the end of the Oil Age:
     Former Saudi Oil Minister, Sheikh 

Ahmed Zaki Yamani, is reported to 
have said that the Stone Age did not end 
when mankind ran out of stones, and that 
the Oil Age will not end when mankind 
runs out of oil. The Oil Age, he said, will 
end if and when a better alternative is 
found.
     But the point which has to be made 
here is that the end of the Stone Age did not 
mean that mankind ceased using stones. 
On the contrary, man found even better 
and more qualitative uses for them, as evi-
denced by the palaces, cathedrals, bridges, 
skyscrapers, roads, canals and houses which 
fill our world.
     In the same vein, the end of the Oil 
Age will mark increasing qualitative uses 
for this precious commodity. For instance, 
oil and its derivatives will play an ever more 
important role in the manufacture of basic 
consumer goods, such as food and cloth-
ing, as well as in the area of medicine, 
biotechnology, information technology 
and so on. 

“The end of the 
Oil Age will 

mark increasing 
qualitative uses 
for this precious 

commodity.” 
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On strengthening OPEC:
     I would like the Organization to achieve 
a method that would make it easier to obtain 
consensus. When OPEC was first created, 
we strongly believed in the need to act to-
gether, or we would lose our united stance 
in negotiations with the international oil 
companies. That was where the idea of 
taking decisions by consensus came from. 
However, if we stick rigidly to a policy that 
may no longer be the most appropriate one, 
we will end up suffering.
     Let me give you a concrete example. 
The OPEC Secretary General has to be 
elected by consensus, which is to say that 
all eleven Members must agree. If we can-
not agree, we end up without a Secretary 

General, which is clearly bad for the Or-
ganization. Therefore I would like to see 
a method that would enable us to solve 
these problems.
     We also need to encourage quality 
within the Organization, and in order to 
achieve this, we have to make sure that 
qualified people are available for technical 
support, economic analysis and so on. For 
this reason, we strongly support the idea 
of the creation of an OPEC university or 
institute, so that the Organization will 
always have access to the best talent and 
technical support.
     If this can be achieved, then OPEC 
will be able to maintain its position as a 
unique Organization and thus secure its 

“OPEC is an 
international 
Organization 
which is as 
permanent as 
mankind’s use 
of energy.”
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“I am very proud 
to have been able 

to play a role in 
the history of an 

Organization like 
OPEC that has 
done so much, 

especially in the 
interest of the 

developing nations
of this world.”

future. It is, after all, the only international 
Organization that represents the interests 
of developing countries to have succeeded 
where so many others have failed before.
     I believe that OPEC is an international 
Organization which is as permanent as 
mankind’s use of energy and for this reason 
it must have both a voice and a vote on the 
international stage. We have shown many 
times that we have a vote, namely through 
our capacity to take decisions. Now it is 
time to strengthen our voice. We can do 
this by maintaining our presence on the 
international stage, through the various 
activities of our PR & Information De-
partment, or even through the proposed 
OPEC university.

Looking back over the past 18 months:
     My term of office has been so short 
that every moment has been memorable! 
I have enjoyed it and I have tried my best 
to make a valuable contribution to the 
Organization.
     However, if I have to select some high-
lights, let me mention the co-operation 
we have achieved with the International 
Energy Agency (IEA). We managed to 
establish a sort of gentleman’s agreement 
with the IEA’s former Executive Director 
Robert Priddle and his successor Claude 
Mandil that if there was a conflict in Iraq, 
OPEC would make sure that the market 
was well supplied with oil. This meant 
there was no need for the IEA nations to 

use their strategic reserves, since OPEC 
was able to stabilize the market itself.
     I also consider the recent decision in 
favour of OPEC in the US anti-trust lawsuit 
to be a big success. It was decided by the 
US court that OPEC, as an international 
Organization, is not subject to US law 
and cannot be dragged in front of the US 
courts. This was a major victory since it 
could have imposed a serious burden on 
the Organization.
     Eighteen months is really a very short 
time indeed, but I am very proud to have 
been able to play a role in the history of 
an Organization like OPEC that has done 
so much, especially in the interest of the 
developing nations of this world.
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his exciting new phase, launched in 
response to the aspirations of our na-

tional leaders, begins in the same year 
that we are celebrating the seventieth an-
niversary of the signing of the first oil con-
cession agreement in the Kingdom. That 
agreement, which was based on the wise 
vision of our founding leader, King Abd 
Al-Aziz Al Saud, bore tremendous fruit 
and opened the door to many blessings 
for our country.
     These seventy years were witness to the 
development of the Kingdom’s petroleum 
industry, which now occupies a leading 
position in global energy markets. It is an 
industry marked by stability and reliabil-
ity, notwithstanding difficult circumstanc-
es and significant challenges, built on an 
outstanding record of performance and a 

commitment to provide. Its massive petro-
leum reserves, world-leading production 
capabilities and advanced infrastructure 
are the result of decades of investment in 
our human resources, our industrial instal-
lations, and our oil and gas fields.
     Thanks to its successful exploration 
programmes and many discoveries, the 
Kingdom now manages a quarter of the 
world’s crude oil reserves, as well as the 
fourth largest reserves of natural gas. How-
ever, the feature that truly distinguishes 
the Kingdom’s oil and gas industry is its 
success in building up qualified national 
expertise, enabling it to meet the challeng-
es of today while preparing for the vari-
ables of the future. 
     Gas has become a commodity that 
increasingly touches and affects, both di-
rectly and indirectly, the lives of people 
around the world, and in the Kingdom 
in particular. Demand for gas is growing 
in many parts of the world, including the 
Kingdom of Saudi Arabia. The benefits to 
our country from this vital and precious 

resource have been abundant. Thanks 
to gas, domestic industries and utilities, 
which rely on the relative advantages of 
gas, produce some 19 million tons/year of 
petrochemicals and 10m t/y of steel and 
cement. Thanks to gas, the nation’s power 
lines carry 13,500 megawatts of electric-
ity, delivering light and energy and illu-
minating Saudi society’s path of renais-
sance. Thanks to gas, desalination plants 
pump 400m gallons/day of water to satisfy 
the needs of the Kingdom. How did we 
achieve this outstanding level of success?
     Gas projects in the Kingdom are the 
product of the keen insight and far-rang-
ing vision of the nation’s leaders. They 
conceived a gas industry that would achieve 
optimum exploitation of our hydrocarbon 
resources, while laying the foundation for 
productive industries based on Saudi Ara-
bia’s foremost competitive advantage: an 
abundance of energy. Over time, that vi-
sion was translated into the language of 
facts and figures, and of infrastructure 
and investment, making our gas indus-

The signing of a major gas deal between 
Saudi Arabia and international oil majors 
Shell and Total marks a fresh phase in the 
country’s development, which will be charac-
terized by creative co-operation, the creation 
of new partnerships and investment, and a 
strengthening of the fundamentals of the 
Saudi economy, according to the President 
and Chief Executive Officer of state oil and 
gas firm Saudi Aramco, Abdallah S Jum’ah.*

* Based on the address by Abdallah S 
Jum’ah at the signing ceremony in Riyadh,
Saudi Arabia, on November 15, 2003. 
See also Newsline story on pp21–22.

building sturdy bridges 
of trust, understanding and 
co-operation with its partners
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try today the largest in the Middle East. 
The Kingdom now holds a massive gas re-
serve base of some 230 trillion cubic feet, 
over 80tr cu ft of which is non-associated 
gas discovered by Saudi Aramco in recent 
years. Unceasing exploration activities and 
the application of state-of-the-art technol-
ogies have enabled Saudi Aramco to add, 
on average, some 5.0tr cu ft annually to 
the Kingdom’s total gas reserves.
     Exploration isn’t everything, of course. 
Saudi Aramco also owns and operates the 
Master Gas System, which serves as both 
the structural backbone and the main 
artery that feeds the Kingdom’s major 
industries. This Kingdom-wide system 
comprises an integrated network of the 
world’s largest gas gathering, transporta-
tion, treatment and fractionation facilities 
in Shedgum, Uthmaniyah, Berri, Hawi-
yah, Haradh, Ju’aymah and Yanbu. 
     Over the past five years, the company 
has invested more than 35 billion Saudi ri-
yals in a set of mammoth projects designed 
to increase the system’s production capaci-
ty, raising its methane production capacity 
to about 7.0bn cu ft/d. Despite the growth 
in domestic demand rates spurred by an 
expanding economy, the system’s gas pro-
duction capacity will meet local demand 
for many years to come. In addition, our 
expanded Master Gas System benefits in-
ternational customers as well. The King-
dom is currently considered the largest ex-
porter of natural gas liquids in the world, 
accounting for one-third of the total NGL 
volume in global circulation.
     The future of gas in the Kingdom is 
bright. At Saudi Aramco, we always look at 
the future not only as a matter of what we 
will do, but also with a view to the impact 
our actions will have. For example, the gas 
projects that we have recently completed 
will provide, among other things, for the 
allocation of gas volumes for more than a 
dozen giant petrochemical enterprises and 
industrial complexes. These facilities, in 
turn, will be implemented within the next 
five years at a total investment of roughly 
75bn riyals, providing economic opportu-
nities for investors and creating thousands 
of new direct and indirect jobs. 
     Although the achievements made so 
far must be considered outstanding, the 
accomplishments of the future promise to 
be even brighter. Saudi Aramco will sus-
tain its relentless efforts to harness gas re-

sources, and in fact has already taken sev-
eral steps to secure the flow of adequate 
and stable gas supplies. As a result, the 
supply of natural gas will remain compat-
ible with the growth in demand. These 
steps include the continuation of ambi-
tious exploration and production efforts 
to tap new non-associated gas resources 
and develop the necessary handling and 
processing facilities to bring them to in-
dustries and utilities. 

Rewarding partnerships
     The future also brings to Saudi Ar-
amco a wealth of wonderful opportuni-
ties, as the result of the wise decision to 
welcome foreign direct investment in the 
gas sector. The stage is set for rewarding 
and lucrative partnerships, with all the 
growth and expansion potential that they 
entail. We in Saudi Aramco perceive the 
launch of the gas initiative as a unique 
opportunity to build new alliances to sup-
plement our existing partnerships, and a 
means to further bolster our capabilities 
and expertise. Saudi Aramco has demon-
strated its commitment to establishing 
successful partnerships both at home and 
abroad; to building sturdy bridges of trust, 
understanding and co-operation with our 
partners; to protecting both our interests 
and those of our partners; and to progress-
ing in each joint venture from one success 
to further successes. 
     This same commitment will undoubt-
edly be the characteristic feature of our fu-
ture partnerships — beginning with today’s 
pioneering joint venture with two recog-
nized leaders in our industry: Shell and To-
tal. We are pleased to have acquired a 30 
per cent stake in this enterprise, and look 
forward to working with our partners for 
many years to come. The taskforce behind 
this project, led by the Ministry of Petro-
leum and Mineral Resources, has invest-
ed considerable efforts to make this am-
bitious dream a reality, and we appreciate 
their outstanding efforts and dedication.
     We are glad that our existing strategic 
partnership with Shell on both the do-
mestic and international levels is growing 
firmer and deeper. We are equally pleased 
that a new partnership, perhaps the 
first of its kind for us, is being built 
with Total, with whom we enjoy well-
established ties and decades of successful 
dealings. We join with our project part-

ners to work together to achieve the noble 
objectives of this project. 
     In spite of the challenges posed by the 
rugged topography and inhospitable cli-
mate of the Rub Al-Khali (which means 
‘Empty Quarter’), 210,000 square kilome-
tres of which are covered by the project, 
I am confident we will succeed. We will 
rely on the extensive expertise and supe-
rior technical, administrative, and finan-
cial capabilities of two of the petroleum 
industry’s global leaders, coupled with 
Saudi Aramco’s deep-rooted gas industry 
experience, its extensive knowledge of the 
region’s geology, and its project manage-
ment expertise. The joint enterprise will 
also benefit from Saudi Aramco’s vast net-
work of facilities and wide range of indus-
trial services and capabilities. 
     There is one other area where we shall 
be pleased to place our successful experi-
ence at the disposal of our partners: the 
area of Saudization. Through diligent ef-
fort and the talents of our countrymen, 
we have achieved total Saudization in our 
operation and producing activities. Now 
we are working closely with the private 
sector to enhance its capabilities to meet 
industrial requirements and our need for 
support services, in addition to transform-
ing the private sector into a source of em-
ployment and training for Saudi nation-
als that will keep pace with our society’s 
requirements. 
     Finally, I would like to congratulate 
all of the participants in the signing of 
this agreement. My best wishes go to my 
dear colleagues, Sir Philip Watts of Shell 
and Thierry Desmarest of Total, to express 
my happiness with our partnership, and 
to confirm that Saudi Aramco is dedicat-
ed to this venture and its objectives. I also 
express my gratitude to all of those who 
worked so very hard to bring this project 
into being and to transform the vision-
ary initiative of His Royal Highness the 
Crown Prince into the reality that we see 
today.
     Allow me to conclude by recalling my 
remarks before HRH the Crown Prince, 
following the completion of the Shaybah 
project: “The Rub Al-Khali is no longer 
an ‘Empty Quarter,’ but rather a valued 
region that will grow even more valuable 
when future discoveries are made, to carry 
additional energy to the nation and to the 
world at large.” 
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T                he purpose of this short pa-
per is to consider some up-to-date 
aspects of the world natural gas 
economy. Why gas and not oil? The 
answer is that very little remains to 
be said at the present time about 
the latter subject. As Douglas Rey-
nolds summed up the oil situation 
in his paper in the OPEC Review 
(2000): “Oil supply is tight, de-
mand is growing, and there are no 
viable substitutes.” More impor-
tantly, a majority of the decision 
makers in the main consuming 
countries no longer entertain the 
illusion that science and technol-
ogy are capable of finding oil that 
does not exist.
     Like oil, natural gas is a high-quality 
energy resource, and is probably much 
more valuable to society than indicated 
by its (exceptionally low) price a few years 
ago. The argument here turns on its supe-
rior environmental qualities as well as the 
comparatively large amount that is available 
in Russia and the Middle East, although 
occasionally there is some confusion on this 
point. The Chairman of the Ford Motor 
Company, Bill Ford, is concerned about the 
possible shortage of conventional energy 
sources in the not-too-distant future, and 

wants his corporation to lead the way into a 
hydrogen economy rather than to fuel Ford 
vehicles with, for example, compressed gas, 
which may be a wise move. However, it 
should not be forgotten that hydrogen is a 
derived energy source: it is extracted from 
gas, coal or water, and the energy cost of this 
transformation is as yet considerable. On 
the other hand, in the long run, hydrogen 
may become an indispensable component 
of the world energy economy.
     At the third ministerial meeting of 
the Gas Exporting Countries’ Forum in 
the Qatari capital Doha earlier this year, 
the Emir of Qatar, Sheikh Hamad Bin 
Khalifa Al Thani, noted that world gas 
consumption was growing at rates higher 
than oil and coal, and the share of gas 
consumption in total world energy use 

A perspective on natural gas

would continue to rise. He 
also mentioned that the Mid-
dle East possessed about 40 per 
cent of the world’s gas reserves, 
and since the consumption of 
the region was low, its export 
capacity was immense.
 Among the countries 
identified as a very large mar-
ket for this gas was the United 
States. At the time that I was 
writing my book The Political 
Economy of Natural Gas (1987), 
it was almost unthinkable that 
the USA would import large 
amounts of that commodity 
from a country on the other 

side of the world. But unthinkable or not, 
it is in situations of this type where we 
see that economics is different from the 
other ‘sciences’: the quandaries imposed 
by uncertainty and information shortages 
— and in particular those due to the special 
nature of geology and the irrationality of 
market actors — are enormous, and there 
is no reason to believe that we will be more 
successful in dealing with them today than 
we have been in the past. This is why it 
is so difficult to judge the quantity and 
quality of the energy resources that we will 
have at our disposal at any given time in 
the future.
     As an example, we can cite the reput-
edly huge unconventional resources of 
moderately-priced North American gas 
languishing in or beneath such things 

A round-up of some recent devel-
opments in the international gas 
industry is given in this paper by 
Professor Ferdinand E Banks.*

*     Professor Banks teaches economics at the 
Nationalekonomiska Institutionen, Univer-
sity of Uppsala, Sweden, and is the author 
of numerous books and articles on energy 
economics.



16                                                                                                                                                                                                OPEC Bulletin November/December 2003                                                                                                                                                                             17

F O R U M

as coal, shale, and sandstone 
deposits, or mixed with salt 
water and buried under tre-
mendous pressure beneath the 
Gulf of Mexico. Despite the 
assurances of many important 
researchers, they continue to 
elude energy companies that 
are desperate to renew their 
reserves. This desperation 
has to some extent turned 
to resignation, since many of 
these organizations are now 
concentrating on maintaining 
profits rather than expanding 
reserves or production. It has 
also become clear that the new 
resources that were supposed 
to come into existence because 
of gas market deregulation are 
as non-existent as ever.
     Among the observers 
of the gas scene who have 
chosen to go public with 
their apprehensions is the 
Chairman of the US Federal 
Reserve, Alan Greenspan. On 
several occasions he has warned of possible 
traumatic spikes in the price of gas that 
could have disagreeable macroeconomic 
consequences. He has also said that North 
America will forever be condemned to a 
volatile and inefficient gas market unless 
it can secure unlimited access to the vast 
world reserves of gas. The same kind of 
opinion is undoubtedly circulating in some 
very serious places about oil.

Some price mechanics
     In late February of 2003, the price of 
gas on the New York Mercantile Exchange 
(NYMEX) touched $9.58 per million 
British thermal units (mBtu). The average 
price for this year is about $5.30/mBtu, 
and on the NYMEX contract for Janu-
ary 2004 delivery, the price recently was 
$5.21/mBtu.
     Many persons tend to have some dif-
ficulty interpreting the significance of these 
prices, and so this topic will be touched 
on next. What we will find is that in oil 
terms, a price of $9.58/mBtu for gas is far 
above anything that has been experienced 
on the oil market in modern times. But 
more important, at the ‘equilibrium’ price 
of gas that is often forecast at the present 
time — about $5.00/mBtu — the manag-

ers of gas-based electricity may have begun 
thinking about restoring it to its traditional 
place in the electricity generation merit 
order.
     To understand this, it is useful to recall 
that until the availability of very inexpen-
sive gas, and very efficient combined-cycle 
gas-based generating equipment, natural 
gas was customarily used to generate the 
peak load, while the base load — the load 
that was on the line 24 hours a day — was 
usually serviced by coal, nuclear or hydro. 
As explained in some detail in my textbook 
(2000), the logic here turned on gas-based 
equipment displaying low capital costs and 
high variable (ie, fuel) costs, and in addition 
this equipment was easy to turn on and 
off. What happened with the appearance 
of combined-cycle technology and cheap 
gas was the promotion of gas to generat-
ing the base load (which, among other 
things, meant a larger daily input of gas). 
For instance, in California almost all new 
power investment in the 1990s involved 
fairly large gas-based installations.
     Once again we get a glimpse into the 
force of uncertainty in economic theory. 
When gas prices suddenly increased, these 
gas-based facilities often appeared or were 
judged to be sub-optimally deployed: the 

base load was perceived as being generated 
with the wrong equipment, particularly in 
situations where the price of the gas being 
used had not been locked in by long-term 
contracts. These are the kind of contracts 
that deregulation/liberalisation was sup-
posed to eliminate, because according to 
the peculiar gospel of deregulation, they 
were responsible for the inefficiencies that 
supposedly plague the electricity market.
     It might now be useful to examine the 
following simple calculation. The price of 
gas is generally given in dollars per mil-
lion Btu. It is also occasionally given in 
dollars per thousand cubic feet; however, 
we can use 1,000 cu ft = 1,000,000 Btu 
to get the equivalency, although the actual 
figure is 1 cu ft = 1,035 Btu instead of 1 
cu ft = 1,000 Btu. Since the average barrel 
of oil contains 5,800,000 Btu, a price of 
$5.30/mBtu corresponds to an oil equiva-
lent price of 5.30 x 5.80 = $30.74/b. Simi-
larly, the price of $9.58/mBtu comes to 
9.58 x 5.8 = $56/b, which must have greatly 
upset anybody who had to pay it.
     What has not been noticed by most 
observers is that given the low capital cost 
of gas-based equipment, a gas price that 
climbs to the vicinity of $5.30/mBtu is not 
unambiguously bad news, since the total 
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The Chairman of the US Federal Reserve, Alan Greenspan, testifies about 
natural gas to the Senate Energy and Natural Resources Committee.



18                                                                                                                                                                                                OPEC Bulletin November/December 2003                                                                                                                                                                             19

F O R U M

unit cost of generating electricity in high 
efficiency installations might still be still 
moderate. Consequently, a rush back to, 
for example, coal-based equipment, or to 
dual-firing capacity may not be called for.
     Something else that may not be called 
for is abandoning the practice of indexing 
the price of gas to the price of crude oil 
or various oil products.  In the case of the 
European Union, the suggestion is that gas 
prices should be ‘decoupled’ from oil prices 
soon after 2005, which is the year that the 
energy experts of the European Commis-
sion have designated as the beginning of a 
glorious new departure in European energy 
that will be highlighted by the complete 
deregulation of oil and gas.
     It does not require an intensive re-
search effort to prove that gas prices are 
extremely volatile. In financial economics, 
greater volatility transforms into greater 
uncertainty, which in theory attaches 
a premium to the asset in question. In 

the present case, this premium has been 
pictured as raising gas prices, and thus 
providing an incentive to find more gas 
in or near the major gas consuming areas 
of the continent. This may indeed turn 
out to be the case, although the evidence 
seems to indicate that greater uncertainty 
decreases investment. This, incidentally, is 
why electricity prices are rising in many 
countries. 

An important observation
     The reserves-to-production (r/p) ratio 
for natural gas is about 65 years, while it 
is about 41 for oil, and 250 for coal. As 
explained in Banks (2000), with a little 
algebra we identify the above figures as 
‘static’ values, and once ‘net’ growth of the 
commodity enters the picture, a different 
story could become relevant where the 
years to ‘exhaustion’ are concerned.
     However, regardless of what that story 

turns out to be, it is not so important for 
gas and oil as the pattern of production: 
the build-up to a peak; then the peak; and 
eventually the decline. It is difficult to say 
what the global r/p ratio will be for oil in 
10 years, and for gas in 20, but there are 
important geologists who claim that the 
production of these resources could peak 
about these times, or shortly afterward. If 
true, or even possible, then for this teacher 
of economics and finance, it is difficult 
to regard these resources as anything but 
scarce, regardless of the r/p ratios given 
above, and in an abstract sense scarce 
now! This is why people like myself and 
Reynolds find it strange that it is possible 
to encounter predictions of, for example, 
an ‘equilibrium’ price for oil of less than 
$20/b.
     Let me also use this opportunity to 
reaffirm that I do not belong to those ob-
servers who believe that non-conventional 
accumulations such as the oil sands of Al-

berta (Canada) and the extra-heavy oil of 
Venezuela’s Orinoco belt will have much 
to offer during the present decade. Thus 
far, performance is well below expectations, 
although here we have a situation where 
science and technology might be capable of 
making a genuine contribution to increas-
ing global oil reserves (as compared to such 
things as horizontal drilling). At the same 
time, though, it should be appreciated that 
oil sands projects in Canada feature a heavy 
use of natural gas as an input. Accordingly, 
the rising price of gas can hardly favour 
the already suspicious economics of these 
projects, especially if a large increase in 
production is planned.
     The United States Geological Sur-
vey (USGS), which of late has become 
extremely optimistic about the global 
energy future, seems on much sounder 
ground when discussing gas than when 
discussing oil. But as implied earlier, much 

It does not require an intensive research

effort to prove that gas prices

are extremely volatile. 

of the talk about non-conventional (and 
even ‘hypothetical’ conventional) resources 
is little better than up-market gossip. The 
bright side of the gas future is presented 
by the fact that unlike comparable oil 
fields, some gas fields have exceptionally 
long plateau lives: super-giant fields such 
as Qatar’s North field can produce at peak 
rates for decades. The discouraging element 
in all this is that the pattern of global gas 
production is likely to replicate the pattern 
of discovery, and for conventional gas this 
seems to have peaked in the l970s.

The ‘new’ world gas market and 
final comments
     The world gas market today is palpably 
different from the one I discussed in my 
gas book, or even in an article in the OPEC 
Bulletin a few years later (1990).  Just now 
the most important reason is probably the 
declining reserves of North America. As 
the US Department of Energy’s Assistant 
Secretary for Policy and International Af-
fairs, Vicky A Bailey, said last year: “We 
will be hard pressed to meet a demand that 
might represent a 50 per cent growth in 
eight years, unless we can manage to locate 
and develop far greater domestic reserves 
than currently exist.”
     Also highly important is the growing 
gas demand of China — in many respects 
perhaps the most dynamic economy in the 
world at the present time. This brings to 
the forefront what James Jensen (2003) has 
called “the LNG revolution”, by which he is 
referring to the accelerated establishment 
of a comprehensive world gas market, 
as compared to the usual emphasis on 
regional markets, and with LNG likely to 
greatly increase in importance relative to 
pipeline gas.
     Jensen’s paper not only considers in 
great detail the expanded ‘globalisation’ 
of the gas market, but points out that 
the intended liberalisation is not going 
to be as easy as the liberalisation booster 
club thinks that it will be, particularly in 
the initial stages of the most challenging 
undertaking by the LNG business since 
its inception almost four decades ago. 
In fact he goes so far as to say that: “… 
the conspicuous failure of the US energy 
merchant sector in the past two years sug-
gests that not all parts of the complex gas 
and electricity markets are indeed work-
ably competitive.” This being the case, let 
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me suggest that many of the players in the 
gas market — for example those in the 
Middle East and Asia — should be care-
ful about becoming over-involved with 
doctrines manufactured in New York 
and the City of London for the purpose 
of turning local millionaires into billion-
aires.
     The capital costs of LNG projects 
have always been extremely high, and as 
a result most tankers were dedicated to 
specific trades, which, in concert with 
the long-term contracts employed in all 
components of the LNG business, simplified 
financing. According to Jensen, the new 
market environment will result in a larger 
than usual group of uncommitted tankers 
dedicated to the short-term market. De-
pending upon what he means by “larger”, 
this makes little or no sense to some of us, 
given the growing quantities of natural gas 
that will have to be moved from one part 
of the globe to another.
     Sixty per cent of west and central Eu-
rope’s gas supplies are likely to be imported 
by 2015, while one of the major energy 
events of the present or next decade might 
turn out to be the UK’s transition from 
gas exporter to importer. Why is this? It 
is because the ‘dash for gas’ — cheap gas 
to be exact — resulted in a large inventory 
of gas-using generating capacity in the UK 
that will eventually have to be supplied by 
foreign sources, at  prices and reliability 
that are presently unknown.  An interest-
ing observation here is that the decision 
makers in the UK came to believe that a 
large global r/p ratio, together with high-
powered and highly advertised exploration 
efforts, meant that they would not have to 
worry about the availability of moderately 
priced gas until the middle of the present 
century.
     Similarly, in the USA, a congressional 
committee has been informed that Cana-
dian production will soon not be able to 
make more than a marginal contribution 
to satisfying the increasing US demand 
for gas. Of course, even if the Canadian 
wells were not in danger of running dry, 
the supply-demand situation is not ideal 
for a country as dependent on gas as the 
USA. A bill recently sent to the US Con-
gress proposed subsidies for a $15 billion 
pipeline from Alaska, but it would be un-
able to deliver gas to the USA for at least 
15 years.

     In these circumstances, LNG becomes 
an option that grows increasingly attrac-
tive as time goes by. While hosting an 
international conference whose purpose 
was to improve relations between oil 
and gas producers and consumers, Japan 
struck its largest-ever natural gas deal, 
contracting for £2.6bn of gas from Iran 
and Qatar. There was some talk, as usual, 
about the utility of this arrangement for 
meeting the Kyoto Protocol targets, but 
the main issue was making sure that in 
case the gas price begins to escalate, Ja-
pan’s present economic troubles are not 
exacerbated because of the absence of an 
adequate supply of affordable high-qual-
ity energy.
     In my earlier paper in the OPEC Bul-
letin, I took the liberty of saying that the 
gas- and oil-producing countries of the 
Middle East held an enviable comparative 
advantage in the domestic industrialisa-
tion of hydrocarbons. Even more directly, 

in my textbook I suggested that the global 
centre of gravity of industrialised hydro-
carbons might eventually be located in 
the Gulf.
     Some persons found this point of view 
unsound, although from the point of view 
of mainstream academic development 
economics, I doubt whether any other 
conclusion is possible. Similarly, several 
years ago at the International Associa-
tion for Energy Economics conference in 
Rome, I was told that certain oil and gas 
exporting countries of the Middle East 
now welcomed foreign investment with 
open arms. I know almost nothing about 
this new relationship, but if true, I sug-
gest that this ‘foreign investment’ should 
be kept to a minimum. What developing 
countries still need is a concentration 
on technical education, beginning with 
secondary schools, and a key component 
in this arrangement — to my way of 

thinking — is access by students in their 
formative years to short-term employ-
ment in various types of serious indus-
trial operations. Admittedly, this could be 
achieved in a conventional, private-profit, 
joint-venture setting, although whether it 
could be achieved on a large enough scale 
is quite another matter.
     A topic that I had initially intended 
to take up at some length in this paper is 
the forthcoming complete liberalisation 
of the European gas sector. In some ways 
this is an even more illogical proposition 
than those leading to the electricity de-
regulation fiascos in California, Canada, 
and Brazil. Once again I can point to the 
failure of economists who have decided 
for one reason or another to continue 
misinterpreting the lessons of both eco-
nomic history and theory, and to do so in 
such a way as to make their own distinct 
contribution to a vast waste of material 
and human resources.
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Doha — Qatar has signed 
two major deals with oil gi-
ants Royal Dutch/Shell and 
ExxonMobil that mark a fur-
ther step in the country’s de-
velopment of its massive nat-
ural gas reserves.
     The agreement with Shell 
is for the construction of what 
will be the world’s largest gas-
to-liquids (GTL) plant in Ras 
Laffan, while the deal with 
ExxonMobil involves the 
supply of more than 15 mil-
lion tonnes/year of liquefied 
natural gas (LNG) to the Unit-
ed States.
     The framework accord 
with Qatar Shell GTL was 
signed in October by the Qa-
tari Minister of Energy and 
Industry of Qatar and Chair-
man of Qatar Petroleum, Ab-
dullah bin Hamad Al Attiyah 
(pictured), and the Chairman 
of Royal Dutch/Shell’s Com-
mittee of Managing Direc-
tors, Sir Philip Watts.
     The project includes the 
development of a block in 
Qatar’s vast North field, pro-
ducing 1.6 billion cubic feet/
day of gas. Shell plans to in-
vest around $5 billion to de-
velop upstream gas and liquids facilities 
and an onshore GTL plant that will produce 
140,000 barrels/day of GTL products (pri-
marily naphtha and transport fuels, with 
a smaller quantity of normal paraffins and 
lubricant base oils) as well as significant 
quantities of associated condensate and 
liquefied petroleum gas.
     The project will be developed in two 
phases. The first of these, which will have 
an output of around 70,000 b/d of GTL 

Qatar signs two massive natural gas deals with
majors Royal Dutch/Shell and ExxonMobil

products, will be operational between 
2008–09, while the second phase will be 
completed less than two years later.
     Commenting the deal with Shell, Al 
Attiyah said described it as “an important 
milestone in establishing Qatar as the GTL 
capital of the world” and said that it would 
support the economic development of Qa-
tar. He added that Qatar was looking for-
ward to a long-term and mutually-benefi-
cial relationship with Shell.

   Responding, Shell’s Watts 
said: “We are grateful for the 
opportunity to participate in 
Qatar’s gas development and 
diversification plans. Shell of-
fers the technology and op-
erational experience to make 
this exciting project a reality.
   “Not only are we build-
ing the largest GTL plant of 
its kind the world has ever 
seen, but we will be produc-
ing a new range of clean and 
versatile products which of-
fer significant environmen-
tal and performance benefits. 
The project provides further 
evidence of Shell’s leadership 
in GTL technology and pro-
vides Qatar with an attractive 
alternative to commercialise 
its enormous gas reserves,” 
he noted.
   Earlier in the month, Al 
Attiyah and ExxonMobil Ex-
ecutive Vice-President, Harry 
Longwell, announced the  
signing of an agreement 
to supply the USA with 
15.6 million tonnes/year of 
Qatari LNG for a period of 25
years, beginning in 2008–09.
   The accord with Exxon-
Mobil covers the develop-

ment of two large LNG trains at Ras Laffan 
Industrial City in Qatar with a combined 
capacity of 15.6m t/y of LNG. Two exist-
ing trains currently produce over 6m t/y 
of LNG and two additional trains of 4.8m 
t/y each are under construction.
     The gas will be supplied by RasGas II, 
a joint venture company between Qatar 
Petroleum and ExxonMobil that has been 
operating since 2001. It will be sourced 
from Qatar’s giant North field, which has 
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proven reserves in excess of 900 trillion 
cubic feet, over 26tr cu ft of which will 
be dedicated to the project.
     Downstream of the plants, the two 
sides will be acquiring necessary trans-
portation capacity and developing re-gas-
ification capacity in the USA. Several lo-
cations are currently under evaluation for 
the development of a receiving terminal.
     The total estimated investment in the 
project, including ships, is about $12 billion.
Qatar Petroleum will have a 70 per cent 
equity interest in the project, and Exxon-
Mobil will hold the remaining 30 per cent.
     It is the largest US LNG import project 
yet announced, and makes Qatar Petrole-
um and ExxonMobil leaders in supplying 
the important US natural gas market.
     Qatar’s Minister of Finance and Ras-
Gas Chairman, Yousef Kamal, described 
the ExxonMobil deal as “a giant step for 
RasGas, representing the largest agreement 
for the company. It is undoubtedly a giant 
boost to our efforts to become an industry 
pace setter.”
     ExxonMobil’s Longwell added: “The 
National Petroleum Council in the Unit-
ed States has just published the results of a 
study that indicates the USA will need to 
import more gas to meet expected future 
demand and this project will be a valuable 
contribution to those balances.
     “This is a huge, world-scale project 
with many technological firsts for the US 
market which has been under considera-
tion for over a year, and it demonstrates 
the impressive capabilities of the Qatar 
Petroleum/ExxonMobil partnership.
     “We are immensely proud of this part-
nership and we will continue to explore 
other business opportunities with Qatar 
Petroleum and the State of Qatar,” Long-
well concluded.

New Head of Nigeria’s
NNPC outlines his plans
for company’s future
Abuja — The new Group Managing Di-
rector of the state-run Nigerian National 
Petroleum Corporation (NNPC), Funso 
Kupolokun, has outlined his plans for the 
future of the company.
     Speaking at a news conference in Lagos 
last month, Kupolokun said that among 

his top priorities was making sure that 
Nigeria achieved its aim of raising its crude 
oil reserves from the current level of about 
30 billion barrels to 40bn b in 2006.
     Kupolokun, formerly Special Assistant 
to the Nigerian President on Petroleum 
Matters, said that he was confident the 
country would achieve the 40bn b reserve 
target, as well as a capacity level of 4.0 mil-
lion b/d, by 2006, significantly earlier than 
the original target date of 2010 set by the 
government in 1999.
     The new NNPC head, who took over 
the job from Jackson Gaius-Obaseki, said 
that another major milestone would be the 
privatization of Nigeria’s four refineries by 
the first quarter of 2004.
     Kupolokun promised that his tenure 
would see the realisation of the policy 
goals and reforms set out by the govern-
ment. He added that he would pursue 
the government’s local content and na-
tionalization policy in Nigerian indus-
try and make Nigerians key players in 
the oil sector.
     The NNPC’s upstream subsidiary 
— the Nigerian Petroleum Development 
Company — would be transformed into 
a world-class exploration and production 
firm on a par with Petronas of Malaysia, 
Petrobras of Brazil, and Statoil of Norway, 
he went on.
     Great opportunities existed in the Gulf 
of Guinea as major discoveries had been 
made there, while several other finds were 
yet to be fully exploited, the NNPC boss 
added.
     Kupolokun also said that the dereg-
ulation of the downstream sector of the 
domestic oil industry would not be re-
versed. The Pipeline and Products Mar-
keting Company, another subsidiary of 
the NNPC, would be split by making the 
depot and pipeline unit an independent 
venture, in which any interested party 
could invest.
     Explaining the planned restructuring 
of the NNPC, Kupolokun noted that an-
other of its subsidiaries, the Nigerian Gas 
Company, would be unbundled, with the 
creation of the National Gas Transporta-
tion Company to move the products to 
end-users.
     Seeking to calm fears among NNPC 
workers that the restructuring might lead 
to job losses, Kupolokun said: “Nobody 
should express the fear of losing their jobs. 

Reform is about job creation and not sack-
ing people.”
     He also noted that the National Petro-
leum Investment Management Services, 
which was responsible for the upstream 
activities with the country’s joint-ven-
ture partners, would play a key role in 
the repositioning of the Nigerian oil 
industry.
     Kupolokun, who was born in Decem-
ber 1947, obtained a BSc in Mechanical 
Engineering from the University of Lagos 
in 1971.
     He held a number of senior positions 
with the NNPC (and its forerunner, the 
NNOC) in the 1980s and 1990s, in-
cluding the post of Head of the NNPC’s 
London office from 1988–91, and Group 
Executive Director, Commercial and In-
vestment, from 1992–93.
     He worked as a petroleum consultant 
from 1994–99, and was Special Assistant 
to the President on Petroleum Matters 
from 1999–2003. Kupolokun is married 
with four children.

Saudi Arabia, Shell and
Total sign historic gas
deal at Riyadh ceremony
Riyadh — The Saudi Arabian Minister 
of Petroleum and Mineral Resources, 
Ali I Naimi, and the President and CEO 
of state oil firm Saudi Aramco, Abdallah 
S Jum’ah, have signed a historic gas ex-
ploration agreement with their counter-
parts from oil giants Royal Dutch/Shell 
and Total.
     Naimi and Jum’ah signed the deal at a 
ceremony held at the King Fahd Cultural 
Centre in the Saudi capital Riyadh in No-
vember with the Chairman of Shell’s Com-
mittee of Managing Directors, Sir Phillip 
Watts, and the Chairman of Total, Thierry 
Desmarest (see pp14–15 for Jum’ah’s address 
at the ceremony).
     The Saudi Minister said that the accord, 
covering gas exploration and production in 
Rub Al-Khali, or Empty Quarter, marked a 
significant advance in the Kingdom’s strat-
egy to promote gas investment, as well as 
reflecting the confidence investors had in 
the strength of the Saudi economy.
     The deal, which has been approved by 
the Saudi Cabinet and the Shoura Coun-
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Arab gas consumption seen rising
ABU DHABI — Arab gas consumption is 
projected to jump by around 50 per cent 
in the next 12 years, according to a study 
by the Organization of Arab Petroleum 
Exporting Countries. The study shows that 
natural gas consumption is projected to rise 
in Arab states by 3.5 per cent a year in the 
period 2005–15, bringing it to 3.5 million 
barrels of oil equivalent/day in 2005, 4.1m 
boe/d in 2010, and 4.9m boe/d in 2015. 
The United Arab Emirates is spearheading 
the region’s drive for heavier reliance on gas, 
as domestic demand is growing faster than in 
most other Arab nations because of a steady 
expansion in its manufacturing sector, water 
desalination, and power generation. The 
OAPEC figures show that the UAE’s gas 
consumption jumped from 354,000 boe/d 
in 1998 to 430,000 boe/d in 2002, a rise of 
nearly 25 per cent. The Arab states as a group 
accounted for 7.44 per cent of world natural 
gas consumption in 2001.

UK okays Buzzard field development
BRUSSELS — The UK government has given 
the go-ahead to develop the Buzzard oil 
field — the biggest British find in a decade. 
The field has reserves of one billion barrels, 
of which 400 million b are recoverable, 
comparing favourably with the 25–30m b 
average of recent finds. Production should 
commence in 2006, bringing up to an extra 
190,000 b/d through the Forties pipeline 
operated by BP. Canada’s EnCana, the main 
operator of Buzzard, said the project would 
cost around $2.0bn and see the construc-
tion of three bridge-linked steel platforms 
supporting facilities for drilling, production 
and accommodation. EnCana owns a 43 per 
cent stake in Buzzard, with UK independent 
Intrepid Energy North Sea holding 30 per 
cent, BG 20 per cent and Edinburgh Oil & 
Gas five per cent. 

Malaysia mulls increasing coal use
KUALA LUMPUR — Malaysia is planning to 
increase the share of coal in power generation 
fuels from the current eight per cent to 25-30 
per cent over the next 10 years, according to 
local media reports. “We know that it is not 
a clean source of fuel, but it is abundant and 
affordable. One of the first priorities is for 
us to secure supply for our increasing energy 
demands,” Energy Commission Chairman 
Mohd Annas Mohd Nor was quoted as saying. 
Clean coal technologies would be adopted to 
reduce the environmental impact of emissions 
from the coal-fired plants, he said, adding that 
there were only two such plants in Malaysia, 
one in the northern state of Perak and the 
other in the central state of Selangor.

In brief

cil, involves the creation of a new compa-
ny, which will have a 25-year concession 
for gas exploration and production from 
an area covering around 210,000 sq km 
in the Empty Quarter. Shell will control 
a 40 per cent stake in the venture, with 
Total and Saudi Aramco holding 30 per 
cent each.
     “This evening, we witnessed the sign-
ing of the Kingdom’s first natural gas in-
vestment agreement, which is being im-
plemented to encourage international oil 
companies to invest in the Kingdom’s gas 
sector,” Naimi (pictured above) said, add-
ing that gas consumption in the Kingdom 
was set to increase over the next five years, 
as economic activity grew, especially in the 
petrochemicals, power generation, and wa-
ter desalination sectors.
     “The project being signed today is 
only the beginning of a series of invest-
ment projects designed to develop the 
nation’s precious natural gas resources,” 
Naimi went on.
     He said that the Ministry of Petro-
leum and Mineral Resources had invited 
international oil firms to submit tenders 

for other promising 
areas in the north of 
Rub Al-Khali. These 
bids, he said, would 
be assessed on a com-
petitive basis and with 
the utmost transpar-
ency. The result of 
the tenders will be an-
nounced in the coming 
months.
    The Kingdom had 
earlier announced 
plans to invite an in-
ternational tender next 
year for three new gas 
exploration and pro-
duction projects. The 
schemes cover areas of 
29,900 sq km, 38,800 
sq km, and 51,400 sq 
km in various parts of 
the Kingdom.
     Saudi Arabia, which 
sits atop the world’s 
largest oil reserves, has 
proven natural gas de-
posits of 224 trillion 
cubic feet. Current 
gas production stands 

at around 6.0 billion cu ft/day, but there 
are plans to boost output to about 10bn 
cu ft/d by 2010.

Iraqi Oil Minister tours
four neighbouring states
for oil, energy talks
Tehran — The Iraqi Oil Minister, Dr Ib-
rahim Bahr Alolom, has completed a tour 
of several neighbouring OPEC Member 
Countries — Iran, Kuwait, Qatar and 
Saudi Arabia — to discuss oil and en-
ergy issues.
     Among the subjects on the agenda dur-
ing Alolom’s tour were the need for Iraqi 
fuel imports to offset a domestic shortage 
caused by a drop in the country’s refin-
ery output, and the possibility of finding 
new outlets for Iraq’s crude, as the coun-
try’s pipeline network remains the target 
of sabotage attacks.
     Speaking to the press in Tehran af-
ter meeting his Iranian counterpart, Bi-
jan Namdar Zangeneh, the Iraqi Minis-
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In brief
Putin aide favours private pipelines
MOSCOW — A top adviser to Russian Presi-
dent Vladimir Putin has said that he favours 
the construction of private oil pipelines as 
a way of increasing exports to the West, 
according to a report by the RIA Novosti 
news agency. “I support the construction 
of private pipelines. It is the only way to 
avoid a state monopoly in this key economic 
sector,” the agency quoted Putin’s top eco-
nomic adviser, Andrei Illarionov, as saying. 
The statement may signal an end to the long 
battle between Russia’s private oil companies 
and the state pipeline monopoly Transneft. 
The companies, including Yukos, Lukoil, 
TNK and Sibneft, have been lobbying in 
favour of a new US export route through 
the Arctic port of Murmansk, which would 
enable them to break free of direct Transneft 
control over export volumes and transit fees. 
The Murmansk project, which is scheduled 
to start exporting in 2007, would pump up 
to 80 million tons/year of oil, or around 1.6 
million barrels/day.

BP may buy gas from Oman LNG
MUSCAT — BP Gas and Power is exploring 
the possibility of sourcing liquefied natural 
gas (LNG) from Oman LNG to supply its UK 
customers, according to a report in the Gulf 
News. Oman LNG, which is setting up its 
third LNG train at Qalhat in Oman, recently 
finalised a long-term sales contract for 1.6 
million tonnes/year of LNG with Union 
Fenosa of Spain, and is now exploring various 
possibilities to sell the remainder worldwide. 
The third train has a total capacity of 3.3m 
t/y. “The UK market is very important for us, 
as we have been the largest supplier of natural 
gas in the UK for many years and would like 
to retain our position there.” commented the 
Business Development Manager of BP’s LNG 
division, David Thomas.

Singapore mulls imports of LNG
SINGAPORE — Singapore’s Energy Market Au-
thority (EMA) is expected to complete a study 
on the import of liquefied natural gas soon, 
according to report on local television sta-
tion Channel News Asia. The EMA said last 
month that it was studying the possibility of 
importing LNG to diversify oil and gas supply 
sources. Singapore has contracted to import 
about 850 million cubic feet/day of natural 
gas from Indonesia and Malaysia for the next 
20 years. About 600m cu ft/d is already flow-
ing in through three pipelines, which fuel 60 
per cent of electricity generation, with some 
going to major industrial manufacturers. 
Natural gas demand is projected to rise to 
2.0 billion cu ft/d by 2010–15 and could 
climb even higher.

ter said that his country was planning to 
exchange crude oil for Iranian liquefied 
petroleum gas (LPG), and that Iraq needed 
Iran’s co-operation in refining its crude and 
repairing its pipelines.
     “We also want to lay a pipeline from 
Iraq to Iran and welcome Iran’s co-opera-
tion in developing the oil industry. We 
will strive to boost bilateral relations with 
Iran and to this effect we intend to benefit 
from Iran’s success in the oil, gas and pet-
rochemical sectors,” Alolom was quoted 
as saying by the local paper Iran Daily.
     The Iranian Minister confirmed that 
his talks with Alolom were positive, saying 
that his country was “fully prepared to sup-
ply Iraq with its needs in oil products.”
     An Iran-Iraq committee is also to study 
a plan to link the two countries’ oil prod-
ucts and gas networks in order to facili-
tate bilateral exchanges. Iran wants to ship 
LPG, petrol and kerosene to Iraq as soon 
as possible in advance of the coming win-
ter season.
     The Iraqi Minister arrived in Iran 
from Kuwait, where he met with his Ku-
waiti counterpart, Sheikh Ahmad Fahad 
Al-Ahmad Al-Sabah. The two sides agreed 
to form a joint committee, to be headed 
by the two Ministers, which would have 
the role of co-ordinating co-operation in 
the oil sector.
     The Kuwaiti Minister praised the for-
mation of the joint committee, saying it 
would address all energy-related issues of 
bilateral concern. The official Kuwaiti 
News Agency also quoted Al-Sabah as 
saying that his country was always ready 
to assist Iraq. 
     On an earlier stop in Qatar, Alolom 
held talks with the Qatari Minister of En-
ergy and Industry, Abdullah bin Hamad 
Al Attiyah. The latter said that his country 
was ready to help in the export of prod-
ucts to Iraq, but noted that Qatar’s refinery 
capacity was limited. A joint committee 
would meet soon to discuss this issue and 
to draw up broad lines of joint co-opera-
tion in various aspects of the oil and gas 
industry, said Al Attiyah.
     Speaking to journalists in Doha, Alo-
lom said that Iraq hoped “to be able to 
export 5.0 million barrels/day by the end 
of this decade. This would need an invest-
ment of $40-50 billion.”
     The Iraqi Minister added that his 
country was currently exporting 1.5m b/d

of crude, and aimed to boost its export 
capacity by the end of the first quarter of 
2004 to the pre-war level of 2.0m b/d.
     Alolom began his tour in Saudi Ara-
bia, where he met with his Saudi counter-
part, Ali I Naimi. The Saudi Press Agency 
quoted Naimi as saying that he welcomed 
the return of Iraq to the international oil 
market, and that the country’s resumption 
of oil exports was in the interest of the peo-
ple of Iraq and their prosperity. 
     Naimi noted that his talks with Alolom 
centred on the situation in the world oil 
market, as well as on bilateral co-operation 
in various areas, including oil, technical as-
pects, and trade, as well as in the exchange 
of expertise, training, and investments.

UAE oil output seen
rising to 2.55 million
barrels/day by 2005 
Abu Dhabi — Oil production in the 
United Arab Emirates (UAE) is projected 
to increase to 2.55 million barrels/day by 
2005, according to a forecast by Business 
Monitor International (BMI).
     “Production of oil is expected to rise 
from 2.30m b/d in 2003 to 2.43m b/d in 
2004, and to 2.55m b/d in 2005, while 
gas output is estimated to rise from 48.4 
billion cubic metres, to 49.1bn cu m, and 
to 51bn cu m in the same years,” the BMI 
said in its quarterly forecast report on the 
UAE.
     Abu Dhabi, the report said, dominat-
ed the UAE oil and gas sector, with 94 
per cent of its oil reserves (just over 92bn 
b), followed by Dubai (4.0bn b), Sharjah 
(1.5bn b), and Ras Al Khaimah (100m b).
     The UAE’s domestic oil consumption 
stood at 250,000 b/d, while local gas de-
mand stood at 39bn cu m, which fell short 
of production at 46bn cu m.
     More than half of Abu Dhabi’s oil 
production was generated by the state-
owned Abu Dhabi National Oil Com-
pany (ADNOC). International oil com-
panies from the USA, Japan, France, and 
the UK owned up to 40 per cent of the 
energy sector in Abu Dhabi, the only oil 
producer in the region to have retained 
foreign partners on a production-sharing 
basis. ADNOC held majority stakes in all 
its upstream oil ventures. 
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In brief
De Palacio outlines key energy issues
BRUSSELS — Energy security is one of the 
cornerstones of European energy policy, the 
European Energy Commissioner, Loyola de 
Palacio, has told a conference in Washington 
bringing together EU officials and US busi-
ness executives. De Palacio told the gather-
ing that three of the main issues of common 
concern on both sides of the Atlantic were 
energy security, competitiveness of energy 
businesses in the context of market reform 
and sustainable energy and climate change. 
“Security of energy supply is the cornerstone 
of our energy policies. There are two aspects 
to this. Firstly, growing energy consumption 
not only in Europe, but also worldwide, 
especially in the developing world, notably 
in China. Secondly, our economies are in-
creasingly dependent on external supplies,” 
she noted.

US Senate blocks energy bill
NEW YORK — In a surprise move, the United 
States Senate has blocked a highly controver-
sial and special interest-favouring energy bill 
from becoming law. The senators crossed party 
lines to vote against the bill, widely perceived 
as a vehicle to provide ‘corporate welfare’ to 
selected business, such as the ethanol industry 
and farmers. As the proponents of the bill, 
supported by the Bush administration, vowed 
to continue their efforts to get the legisla-
tion passed, most Congress observers said 
they believed that it would be an uphill task. 
The American Petroleum Institute criticized 
the blocking of the bill, issuing a statement 
which said: “The Senate has missed out on 
an important opportunity to alter the energy 
landscape for our country and begin to move 
the nation away from some of the uncertainty 
and volatility that have strained consumers’ 
budgets in recent years.”

Russian oil firms record higher output
MOSCOW — Two Russian oil firms have 
recorded significant output increases in the 
third quarter of this year. Yukos produced 151 
million barrels of crude oil in 3Q03, up by 
14.7 per cent from the same quarter last year. 
Output and export data released last month 
showed that Yukos also produced 75m b of 
petroleum products, up by 25.2 per cent 
from the third quarter of 2002. The firm’s 
crude exports reached 92m b in the third 
quarter, up by 26.4 per cent from a year ago. 
Yukos said it exported 24m b of petroleum 
products, up by 16.5 per cent from the third 
quarter of 2002. Meanwhile, another Russian 
firm, Surgutneftegaz, has announced that it 
produced 292.5m b of crude oil in January-
September 2003, up by 10 per cent compared 
with a year ago.

     Abu Dhabi, added the report, planned 
to further open up its upstream oil sector 
to foreign investment. ADNOC was con-
sidering the sale of a 28 per cent stake in 
the offshore Upper Zakum oil field. Inter-
est had been expressed by ExxonMobil, 
ChevronTexaco, BP, Total, and the Japan 
Oil Development Company (JODC).
     On the petrochemical side, the report 
noted that the $1.2bn dollar Borouge 
scheme, a 60:40 joint venture between 
ADNOC and Denmark’s Borealis, en-
tailed a two-phase expansion programme 
that would boost production of polyethyl-
ene from 450,000 tonnes/year to 600,000 
t/y at the end of 2005, and to 1.2m t/y by 
the end of 2007.
     The BMI said ADNOC took the lead 
in the UAE domestic energy market in 
2002, with annual sales totalling $17bn. 
Second was the Dubai Petroleum Com-
pany, with a market share of $2.0bn, fol-
lowed by BP Abu Dhabi ($920m), and 
JODC ($190m).
     Several projects to upgrade infrastruc-
ture at existing oil fields were either on the 
cards, or already under way, as part of the 
overall goal of raising the UAE’s produc-
tion capacity to 3.1m b/d within the next 
two or three years, observed the report.
     The BMI said that it expected the 
UAE’s production capacity to have reached 
2.9m b/d by 2005, falling a little short of 
the government’s target.

New Iranian oil projects
could require investment
totalling $640 million
Tehran — A senior official of the Na-
tional Iranian Oil Company (NIOC) 
has put the cost of implementing 16 
new exploration projects in the country 
at $480–640 million, according to local 
media reports.
     The English-language Iran Daily quot-
ed NIOC’s Director for Exploration Af-
fairs, Mahmoud Mohaddes, as saying that 
tenders had been floated for exploration 
in 16 oil blocks. Each block, he stated, re-
quired investment of $30–40m.
     “We have invited all domestic and 
foreign companies to take part in the 16 
tender bids,” said Mohaddes, adding that 
each block needed a different level of in-

vestment, given the diversity in seismo-
graphic, geological, and drilling data.
     “The announcement of tenders for 
16 of the 51 blocks, selected on the basis 
of consumption needs and proximity to 
oil-processing facilities, will be made in 
about two weeks’ time,” he noted. Con-
tracts for the 16 blocks, covering a total 
area of 253,000 sq km, will be on a buy-
back basis.
     Earlier reports identified the 16 blocks 
as Moghan I and II, Kouh-Dasht, Khor-
ramabad, Kermanshah, Bijar, East and 
West Mokran, Zabol, East Jazmourian, 
Saravan, Tabas, Garmsar, Saveh, Raz, and 
Tapeh Marouh.

Indonesian government
awards seven new oil
and natural gas blocks
Jakarta — The Indonesian government 
has awarded seven new oil and gas blocks 
to a number of domestic and regional com-
panies, attracting $173.55 million in new 
exploration investment.
     According to the Directorate Gener-
al of Oil and Gas, the new investment is 
on top of the $170m from nine blocks 
awarded just a few months ago, and takes 
this year’s total investment commitment 
to $343.55m.
     Malaysia’s Tately NV won the tender 
for the onshore Palmerah oil and gas con-
cession in South Sumatra, outbidding its 
strongest rival, Indonesia’s state-owned oil 
and gas company PT Pertamina.
     “The main basis for picking this com-
pany (Tately) as the winning bidder is its 
investment commitment in the first year 
of exploration,” the local press quoted the 
Head of Exploration and Production at 
the Directorate, Indrayana Chaidir, as say-
ing.
     In the other awards, PT Indonesia Pa-
pua Petroleum won the concessions for the 
Asmat block in Papua; PT Exindo Petro-
leum Tabuhan secured the Bontang block 
in East Kalimantan; PT Mitra Archipel-
ago Investment won the Biliton block in 
Java Sea; PT Trivicindo International won 
the Halmahera block; PT Elnusa won the 
Bangkanai block; and Singapore’s Pacific 
East Asia Resources took the West Salawati 
block in West Papua.
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Norsk Hydro seeks quick field development
BRUSSELS — Norway’s Norsk Hydro is aiming 
for a fast start to its newly-discovered Klegg 
oil field in the North Sea, with oil set to flow 
from 2006. The field, found two months ago, 
was estimated to contain about 120 million 
barrels of oil, the firm said in a statement. 
Development costs could total $655.3m if 
Hydro chose to build a platform. Norsk Hy-
dro’s Director for Exploration and Develop-
ment, Lars Christian Alsvik, said that the firm 
aimed to submit a plan for developing Klegg 
to the Norwegian authorities by December 1, 
2004. That could allow production to start in 
2006. “Experience tells us that it usually takes 
several years to plan operations and develop-
ment for this type of find. This time, we’re 
aiming to carry it out quickly,” he said. The 
field is likely to be a sub-sea installation with 
links to the nearby Heimdal platform, or to 
other fields nearby. Norsk Hydro is operator 
of Klegg with a 28.5 per cent stake. The other 
partners are Marathon with 46.9 per cent and 
Total with 24.2 per cent.

Malaysia’s Petronas reports jump in profit
KUALA LUMPUR — Malaysian national oil 
corporation Petronas posted a 24.2 per cent 
jump in its pre-tax profit to $3.96 billion 
in the first half of this fiscal year (ending on 
September 30), up from the $3.18bn profit 
recorded in the same period of 2002. Rev-
enue rose by 18 per cent to $11.56bn from 
$9.83bn previously. Net profit grew by eight 
per cent to $2.35bn from $2.18bn a year ago. 
Petronas said that its earnings were boosted 
primarily by a recovery in Tapis crude prices, 
which rebounded from a low of $25.50/barrel 
in early May to $33.10/b in the middle of last 
month. The company’s refining and market-
ing activities remained the major income 
earner, accounting for $4.6bn, or nearly 40 
per cent of the group’s revenue for the first 
half. Refined petroleum products alone gener-
ated $4.28bn in revenue during the period, 
said Petronas in its half-yearly statement. 

PetroEcuador records $2.6bn income
QUITO — Ecuador’s state oil company 
PetroEcuador generated gross income of 
$2.62 billion in the first 10 months of this 
year, according to government sources in the 
capital Quito. The revenue was earned from 
the sale of petroleum, fuel, oil, naphtha, and 
combustibles. PetroEcuador paid the state 
treasury the sum of $933.67 million from the 
export of 35.74m barrels of petroleum in the 
period under review. The figure was 14 per 
cent more than in the same period last year, 
when $818.24m was handed to the treasury. 
The average price of the country’s export 
crude so far this year was put at $26.12/b.

     Pertamina, which was converted into 
a limited liability company in September, 
had lost its role in managing national 
hydrocarbon resources and was no long-
er being given any privileges in bidding 
for the concessions, industry observers 
said.
     They highlighted the government’s de-
termination to get as much foreign invest-
ment into the upstream sector as possible 
to check dwindling oil and gas production 
— estimated to be around 1.1m b/d, down 
from 1.3m b/d previously. 
     The Indonesian government hopes 
to increase oil production by 100,000–
150,000 b/d next year from 14 new oil 
and gas blocks that are expected to come 
on stream.

State oil firms need
foreign investment to
meet output targets
London — State oil companies such as 
those in the Middle East will increasingly 
require investment and technical assistance 
from international oil majors to meet their 
oil and gas production targets, according 
to a senior Kuwaiti oil official.
     The Deputy Chairman and CEO 
of the Kuwait Petroleum Corporation 
(KPC), Nader Sultan, explained to the 
Oil and Money Conference in London 
how his country was tackling this issue, 
while avoiding any possible conflict with 
the Kuwaiti constitution.
     In the past, state oil companies had 
tried to secure technical assistance from in-
ternational oil firms without ceding own-
ership through technical service agree-
ments (TSAs), said Sultan, but he added 
that such moves had proven to be insuf-
ficient.
     With TSAs, the KPC was taking all 
the risk and making all the decisions as 
the company moved to try and exploit 
increasingly complex oil reservoirs. In or-
der to get the international oil companies 
more sharply focused on the KPC’s needs, 
the majors needed to be able to shoulder 
more risk and also have more to gain, Sul-
tan said. 
     If the international oil companies were 
not risking their money and being involved 
in making decisions, they were not exposed 

to the consequences and not as committed 
to success.
     KPC had therefore invited interna-
tional oil companies to produce propos-
als to help it increase its oil output, boost 
its reserves base, cut production costs, raise 
employment, transfer technology, and fo-
cus on research and development. 
     The company was looking for part-
ners among the international oil firms who 
would commit to a plan of 20 years, rath-
er than seeking a rapid profit, said Sultan. 
Fiscal terms had been agreed between the 
KPC and a number of international oil 
companies on investment in the Kuwaiti 
oil industry. 
     So far 17 international oil companies 
had qualified for the bidding process and 
the KPC expected three consortia to com-
pete with proposals, said the KPC head.
     “We’re not yet at the bidding stage, 
but there is a good interactive dialogue 
between the KPC and the oil companies 
going on right now,” Sultan concluded.

Libyan Prime Minister
says country is confident
of attracting investment

London — The Libyan Prime Minister, 
Dr Shokri Ghanem (pictured above), has 
said that his country is confident of at-
tracting investment in its oil industry now 
that the United Nations sanctions have 
been lifted.
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ENI posts rise in 3Q03 profit
BRUSSELS — Italian oil and gas group ENI 
posted a 2.3 per cent rise in its third-quarter 
operating profit, the company announced last 
month. The results were in line with analysts’ 
forecasts, as a rise in ENI’s production and its 
gas unit offset petrochemicals losses. ENI, the 
world’s sixth-largest oil group, said operating 
profit came in at $2.21 billion, while the net 
profit climbed by 3.7 per cent to $1.1bn, 
slightly below forecasts of $1.15bn. The 
firm’s hydrocarbons output climbed by 7.2 
per cent over a year ago to average 1.56m 
barrels of oil equivalent/day, rising to 1.6m 
boe/d in October, helped by the acquisition 
of the Norwegian oil and gas assets of Finn-
ish energy group Fortum earlier in the year. 
The Italian firm’s aim is to reach an output 
level of 1.8m boe/d by 2006. “We consider 
that we will be able to reach the target with 
the internal development of assets we already 
have,” said ENI’s Chief Executive Officer, 
Vittorio Mincato.

ChevronTexaco LNG terminal gets okay
NEW YORK — ChevronTexaco has announced 
that its subsidiary, Port Pelican, has received 
approval for a deepwater port licence from 
the Maritime Administration of the Depart-
ment of Transportation to construct, own, 
and operate an offshore liquefied natural gas 
(LNG) receiving and re-gasification terminal. 
The Port Pelican facility will be located off the 
Louisiana coastline in the Gulf of Mexico. It 
will consist of an LNG ship receiving terminal, 
LNG storage and re- gasification facilities, and 
pipeline interconnection to existing offshore 
infrastructure to deliver natural gas into the 
United States interstate gas pipeline network, 
via the Henry Hub.

Thailand imports more Middle East oil
BANGKOK — Thailand’s crude oil imports 
from the Middle East rose by 19.4 per cent 
to 628,500 barrels/day in January-Septem-
ber this year, according to the Petroleum 
Authority of Thailand (PTT). However, the 
country’s crude oil imports from the Far East 
fell by 7.1 per cent to 131,300 b/d, while 
deliveries from other sources fell by 50.2 
per cent to 32,600 b/d, said the PTT. The 
total cost of crude oil in the period under 
review was 266.279 billion baht, 28.58 per 
cent higher than in the same time last year. 
Thailand’s natural gas imports from its sole 
supplier Myanmar rose by 16.2 per cent to 
120,500 b/d of oil equivalent. Total natural 
gas costs stood at 33.971bn baht, an increase 
of 9.087bn baht, or 36.52 per cent. Domestic 
sources provided 506,000 b/d of petroleum, 
up by 8.6 per cent from the same period last 
year, said PTT.

     Ghanem, a former Director of OPEC’s 
Research Division, told the Oil and Mon-
ey Conference in London that Libya was 
in the process of recovering from a loss of 
oil output that it had suffered due to the 
UN embargo, and the country’s produc-
tion was now rising.
     Libya, he said, was confident that 
more and more international oil compa-
nies would want to invest in the coun-
try because the government was offering 
strong incentives to attract investment, 
which would boost the nation’s offshore, 
onshore, pipeline, gas, oil and refining ca-
pabilities. 
     Ghanem also added that his country 
would be seeking a higher OPEC oil pro-
duction quota. However, he stressed that 
Libya was a committed OPEC Member 
and would abide by the rules of the Or-
ganization.
     He did not specify by how much he 
believed Libya’s quota should be increased, 
but did outline the country’s justification 
for a higher share of OPEC’s total produc-
tion ceiling, saying that as Libyan produc-
tion was set to rise, its OPEC output quota 
should reflect that.
     As to which factors should decide the size 
of OPEC Members’ quotas, Ghanem said 
that these could include a country’s produc-
tion capacity, its potential capacity, re-
serves, predictions of future production, its 
economic strength, and its population.

Algeria invites bids for 
upgrading programmes 
at three oil refineries
Algiers — The Algerian state-owned re-
fining company Naftec has launched an in-
ternational round of bidding for the mod-
ernization of the instrumentation systems 
at three of its refineries.
     The three separate bidding rounds in-
volve the refineries of Algiers, Arzew and 
Skikda, which are located in the central, 
western, and eastern regions of the country.
     The Algiers refinery bid will be for a 
contract to conduct a modernization pro-
gramme of the plant, including the reha-
bilitation of the atmospheric distillation 
unit and the gas plant unit.
     It will also cover the design and con-
struction of a new naphtha hydro-treat-

ment unit, along with an upgrading of the 
reforming unit, as well as the rehabilitation 
of all utilities covering the production and 
distribution of electricity.
     The Arzew refinery bid also covers the 
rehabilitation of units, through the imple-
mentation of new systems, and optimisa-
tion work, as well as the construction of a 
control room. This bid is aimed exclusively 
at companies specializing in the develop-
ment and design, manufacture and trad-
ing of control and supervision systems.
     The bid for the Skikda refinery in-
cludes the rehabilitation of two atmos-
pheric distillation units and gas plant 
units. It also covers a catalytic reforming 
unit and the rehabilitation of all utilities, 
including the production and distribution 
of steam, condensed steam, cooling water, 
and fuel gas.
     Naftec is a wholly-owned subsidiary 
of Algeria’s state oil and gas company 
Sonatrach.

Venezuela’s Citgo
completes new unit
at Lemont refinery
Caracas — Citgo Petroleum, the US sub-
sidiary of Venezuela’s state oil firm PD-
VSA, has confirmed the completion and 
successful start-up of a new Isal unit at its 
Lemont refinery in Illinois.
     The unit is designed to remove sulphur 
from the gasoline stream, while maintain-
ing the octane value of the fuel. It is a vi-
tal part of the upgrading work required to 
meet the new US fuel specifications, which 
take effect in January 2004.
     Citgo said in a statement that the Isal 
technology was initially conceived by In-
tevep, which is PDVSA’s research and 
development division. In 1995, Intevep 
partnered with UOP, headquartered in 
Des Plaines, Illinois, to jointly complete 
its development. UOP is the licensor of 
the Isal technology in the USA.
     “The new Isal unit at our Lemont 
refinery is the first grassroots unit that 
has been built in the USA. The start-up 
process is now complete and the unit has 
been successfully integrated into the exist-
ing refining operations,” commented Cit-
go President and Chief Executive Officer, 
Luis Marin.
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Emissions trading to boost gas demand
LONDON — The development of a potentially 
huge futures market in traded greenhouse 
gas emission credits within the next decade 
is likely to result in a surge in demand for 
natural gas as a fuel for electricity generation 
in Europe, according to the London-based 
Centre for Global Energy Studies (CGES). 
Such a move would make renewable energy 
more competitive as a fuel, as against tradi-
tional fossil fuels, such as oil, said the CGES 
in its latest monthly report. It warned that the 
drive to cut greenhouse gas emissions would 
have a significant impact on the shape of the 
European electricity industry, and industries 
that produced the fuels needed for electric-
ity generation. Although generators using 
dirtier fossil fuels would be able to buy 
emission credits from those with an excess 
but, because this would be costly, generators 
were expected to go through a “flight to gas” 
to reduce their dependence on oil and other 
fuels which produced the most greenhouse 
gas emissions, said the CGES.

UK oil imports exceed exports
BRUSSELS — For the first time in over 12 
years, the United Kingdom’s oil imports 
have exceeded exports, giving Britain a first 
glimpse into a future when North Sea oil 
begins to dry up. The turnabout — from a 
$640 million surplus to a $101m deficit in 
September — helped widen the trade gap to 
a record $6.24 billion. The deficit with the 
rest of the European Union, where much of 
the oil goes, also reached a monthly record 
of $3.52bn. However, the UK’s Office for 
National Statistics claimed that September’s 
oil shortfall was just a blip, as important 
refineries were out of use for maintenance. 
Crude oil production is since estimated to 
have recovered to 2.17m barrels/day.

Minister warns of threats to shipping
SINGAPORE — Singapore’s Defence Min-
ister, Rear-Admiral Teo Chee Hean, has 
highlighted the dangers of possible terrorist 
attacks on super-tankers, LPG or LNG vessels. 
He told a maritime exhibition in Singapore 
that since September 11, 2001, governments 
and security authorities everywhere needed 
to focus on how to enhance security in all 
three dimensions — land, sea, and air. “The 
maritime dimension is particularly challeng-
ing. The environment is vast and much more 
difficult to monitor. It is also more challeng-
ing to harden maritime targets than land and 
aviation targets,” he pointed out. Maritime 
security in Singapore was a matter of very 
high priority, he added, given that it was an 
island with a heavy dependence on shipping 
and maritime trade.

     “We are especially proud of the fact 
that we have implemented a technology 
that was developed by Intevep to help 
us make the environmentally-friend-
ly gasoline that will ultimately improve 
the air quality in our marketing areas,” 
he added.
     “In fact, we are also designing an Isal 
unit for our Corpus Christi, Texas refin-
ery. All three of our fuels refineries will 
produce this cleaner-burning gasoline by 
the regulatory deadlines,” noted Marin.

ExxonMobil and Qatar 
Petroleum take stake in 
Italian LNG terminal
Doha — Qatar Petroleum (QP) and 
ExxonMobil have picked up a 90 per 
cent stake in Edison Gas’s Adriatic lique-
fied natural gas (LNG) terminal project in 
Italy, according to media reports.
     QP and ExxonMobil will each hold a 
45 per cent stake in the Adriatic LNG ter-
minal project, while the remaining 10 per 
cent will be held by Edison Gas.
     In 2001, Qatar’s RasGas signed an 
agreement with Edison to supply 3.5 mil-
lion tonnes/year of LNG from 2005. How-
ever, the deal was thrown into doubt as 
questions were raised about the logistics 
and safety of a receiving terminal located 
in waters 29 metres deep, and situated 19 
km from the shore.
     A technical solution to the problem 
was eventually found. RasGas Vice-Chair-
man Dr Ibrahim Al-Ibrahim commented: 
“With much difficulty we have now been 
able to save the deal by redesigning the 
terminal.” 
     The agreement to develop the termi-
nal, which is located off the northern coast 
of Italy, covers the construction of an off-
shore gravity-based gasification facility, 
utilising the latest technology.
     The move enabled RasGas to sign an 
amended sales and purchase agreement 
with Edison, increasing its LNG supply to 
the Italian firm from 3.5m t/y to 4.7m t/y 
for a period of 25 years from 2007.
     RasGas said that it hoped the front-
end engineering and design contract for 
the redesigned terminal would be signed 
within the next few weeks.
     Gas for the project will be sourced from 

Qatar’s giant North field, which has recov-
erable reserves of more than 900 trillion 
cubic feet of gas.

Saudi Aramco plans
$4.1 billion Rabigh
refinery conversion
Riyadh — State oil and gas firm Saudi Ar-
amco is launching an initiative expected to 
attract around $4.1 billion in investment, 
which is required to turn the Rabigh refin-
ery on the Red Sea into a petrochemical 
complex, according to the official Saudi 
Press Agency (SPA).
     The project, expected to be completed 
by 2008, would allow the refinery to pro-
duce about 1.7 million tons of ethylene, 
said the SPA report.
     The Saudi authorities have said that 
they plan to raise most of the $4.1bn need-
ed for the project from both local and for-
eign investors.
     “The Rabigh project, along with sim-
ilar petrochemical projects in Jubail (on 
the Gulf coast), and Yanbu (on the Red 
Sea) will add to Saudi Arabia’s competitive 
advantage in export markets,” said Saudi 
Aramco in a statement.

Nigerian privatisation
bureau says 34 investors
interested in refineries
Abuja — The Director General of Niger-
ia’s Bureau for Public Enterprises (BPE), 
which is the agency in charge of privatisa-
tion, has announced that 34 investors have 
so far expressed interest in buying one or 
more of Nigeria’s four oil refineries. 
     Speaking at the Bureau’s monthly brief-
ing in the capital Abuja, Dr Julius Bala said 
that the interest shown by the investors in 
the refineries was beyond the BPE’s expec-
tations, and could even mean that one of 
the two Port Harcourt refineries might be 
sold before the end of the year.
     This assessment was based on the level 
of interest shown by investors in the expres-
sion of interest bids received by the BPE 
and the state of the refineries, said Bala.
     He added that the expression of in-
terest bids received before the November 
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Drilling activity mostly up in October
NEW YORK — The worldwide rig count for 
October stood at 2,286, up by 53 from the 
2,233 counted in September, and 468 higher 
than the 1,818 recorded in October 2002, 
according to the latest figures from Baker 
Hughes. The international rig count (which 
includes the whole world except the USA and 
Canada) for last month was at 790, down 
by two from the 792 counted in September, 
but up by 44 from the 746 seen in October 
2002. The international offshore rig count 
for October was 232, up by three from the 
229 counted in September, but down by three 
from the 235 counted in October 2002.

Kazakhstan needs $80bn in investment
SINGAPORE — Kazakhstan needs $80 billion 
in investment to increase its oil production to 
179.2 million tonnes/year by 2015, 156.5m 
t/y of which would be exported, according to 
the Managing Director of state-owned Kaz-
munaiGas, Iskander Beisembetov. Speaking 
at a Singapore-Kazakhstan business forum, 
Beisembetov said that $17.9bn had been 
invested in the Kazakh oil and gas sector 
between 1996 and 2002, with annual pro-
duction reaching 47.2m t/y, of which 40m 
t/y of which was exported. The country’s oil, 
gas and condensate production is projected 
to reach 61.2m t in 2005, and 118.6m t in 
2010. Exports would follow closely, Bei-
simbetov told the forum, and would reach 
51.6m t in 2005, and 103.8m t in 2010. 
Several international firms, including the 
China National Petroleum Corporation, are 
currently carrying out a feasibility study on 
pipelines from the Caspian Sea through West 
Kazakhstan to markets in Western China.

US GHG emissions continue to rise
NEW YORK — United States greenhouse gas 
emissions increased by 0.5 per cent in 2002, 
from 6,830 million tonnes of carbon dioxide 
equivalent in 2001 to 6,862m t in 2002, ac-
cording to a report by the Energy Information 
Administration (EIA). The increase was well 
below the rate of economic growth of 2.4 per 
cent and below the average annual growth 
rate in greenhouse gas emissions seen since 
1990 of 0.9 per cent, said the EIA. Total car-
bon dioxide emissions grew by 0.8 per cent 
(less than the 1.2 per cent average from 1990 
to 2002), while emissions of methane and ni-
trous oxide decreased. While both economic 
growth and warmer than normal summer 
weather put upward pressure on energy-re-
lated carbon dioxide emissions, a reduction 
in manufacturing output and related emis-
sions and a drop in power generation carbon 
intensity, kept energy-related carbon dioxide 
growth at 0.7 per cent.

12 deadline were currently being evaluat-
ed. The BPE would, within the next two 
months, conclude work on the bids for 
the refineries, he noted.
     Nigeria has four refineries, two at Port 
Harcourt and two more at Kaduna and 
Warri, with a total installed capacity of 
445,000 barrels/day.
     All four of the refineries have been 
slated for privatisation by the Nigerian 
government, in line with its policy of de-
regulating the downstream sector of the 
oil industry.

UAE’s ADNOC mulls
$4 billion investment
over next four years
Abu Dhabi — The Abu Dhabi National 
Oil Company (ADNOC) is planning to 
invest an estimated $1.0 billion a year in 
new gas infrastructure over the next four 
years, according to an article in the Middle 
East Economic Digest (MEED).
     The lead would be taken by one of AD-
NOC’s subsidiaries, the Abu Dhabi Gas 
Industries Company (GASCO), noted the 
MEED report.
     The most eagerly awaited scheme is 
the third phase of the onshore gas develop-
ment (OGD-3), and the second phase of 
the Asab gas development (OGD-2), for 
which tenders are due to be issued by De-
cember. Worth an estimated $2.3bn, the 
project will be carried out in five separate 
packages.
     Next in line, said MEED, would be 
an expansion of the gas complex at Hab-
shan, for which Fluor Daniel of the United 
States has recently been awarded the front-
end engineering and design (FEED) con-
tract. The $350 million EPC contract will 
be tendered in the third quarter of 2004. 
     Further work was planned for onshore 
Abu Dhabi, with Canada’s SNC Lavalin 
recently awarded a pre-FEED study for the 
recovery and utilisation of carbon dioxide 
for enhanced oil recovery and the injection 
of 100 million cubic feet/day of gas into 
the Thamama-B reservoir.
     In December, the Abu Dhabi Marine 
Operating Company (ADMA-OPCO) is 
expected to issue a list of at least eight pre-
qualifiers to bid for the $1.2bn Umm Shaif 
gas injection contract. The project calls for 

the re-injection of 600m cu ft/d of gas into 
the existing oil reservoir, as well as the con-
struction of a major platform offshore.
     By then, the first four EPC contracts 
are due to have been awarded on the Dol-
phin gas project. The awards would leave 
one major EPC package, covering gas-re-
ceiving facilities at Taweelah. Dolphin En-
ergy is expected to announce a list of pre-
qualifiers for the contract soon, added the 
MEED report.
     It also noted that the arrival of Dol-
phin gas at Taweelah in 2006-07 would 
free up gas currently being supplied by 
GASCO for power generation. The Abu 
Dhabi Company for Onshore Oil Opera-
tions, the Zakum Development Company, 
and ADMA-OPCO would use the addi-
tional volume for oil re-injection.

Iran offers to help
finance Pakistani
natural gas pipeline
New Delhi — Iran has offered to finance 
60 per cent of the planned $3.0 billion 
natural gas pipeline through the Pakistani 
province of Baluchestan to the New Delhi 
market in India.
     Announcing the move, the Iranian 
Deputy Foreign Minister for Economic 
Affairs, S M H Adeli, said Pakistan had 
also agreed to buy at least one-third of the 
gas transported through the pipeline.
     Indian and Pakistani officials have 
never been comfortable with the propos-
al, as the two countries have a history of 
disagreements on major commercial pro-
posals in view of their continuing border 
disputes, including two wars over the dis-
puted state of Kashmir.
     However, Adeli pointed out that the 
Indian counter-proposal for a deep-sea 
pipeline also posed a number of technical 
and financial difficulties.
     “We will also decide on the next 
meeting of the Indo-Iran joint commit-
tee, which last met in August 2002. The 
two studies on onshore and offshore pipe-
line options, prepared by BHP of Austral-
ia, and Snamprogetti of Italy, respectively, 
are expected to submit their reports at the 
next meeting,” he said.
     The National Iranian Oil Company 
and a consortium of three Indian firms 
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China could face oil product glut
BEIJING — China could face an oil product 
glut in the coming years unless the construc-
tion of new refineries and the expansion of 
existing plants is controlled, according to 
local media reports. Many of China’s coastal 
cities, including Dalian, Qingdao, Nanjing, 
Shanghai, Guangzhou, Fuzhou, as well as the 
southernmost island province of Hainan, all 
have plans to build or expand oil refineries. 
Should all these plans come to fruition, Chi-
na’s oil refining capacity could climb by as 
much as 80 million tons, or one-third of its 
current capacity, noted a report by the state-
owned Xinhua news agency. “The fast devel-
opment of the national economy, especially 
the auto industry, has seen a sharp increase 
in the country’s oil demand, thus stimulat-
ing production, but blindly expanding the oil 
refineries will inevitably cause a great waste 
of resources and money,” Xinhua quoted a 
senior industry official as saying.

Oil industry needs substantial investment
LONDON — Substantial investment in the oil 
and gas industries to replace ageing facilities 
and maintain oil and gas output growth is vi-
tal between now and 2050, because expected 
gains in fuel efficiency will be more than out-
weighed by growth in demand, according to 
the Chairman and Production Director of 
ExxonMobil International, Andrew Swiger. 
Speaking at the Oil and Money conference 
in London, Swiger said that predictions for 
energy demand over the next several decades 
were dependent on estimates of growth in 
demand for automobiles and fuel efficiency, 
particularly fuels used to power cars. There 
had been little improvement on average 
worldwide in car fuel efficiency over the 
past 20 years or so, and any future efficiency 
gains would be overwhelmed by the growing 
number of cars in use across the world.

Thailand mulls Omani exploration venture
BANGKOK — The PTT Exploration and 
Production Public Company (PTTEP) of 
Thailand is processing data from a recent 3-
D seismic survey in Oman to plan an explo-
ration drilling and development programme 
for next year. The high-potential hydrocarbon 
block 44 is a first venture in the Middle East 
by PTTEP, which is the upstream subsidi-
ary of the Petroleum Authority of Thailand. 
PTTEP said it was also close to signing a 
framework agreement for the Arthit project, 
to develop a number of gas fields in the Gulf 
of Thailand. “Due to the constant rise in 
natural gas demand, PTTEP has continued 
to develop its existing domestic and overseas 
projects, such as the Arthit project,” said the 
firm’s President, Maroot Mrigadat.

— Indian Oil, the Gas Authority of India 
and the Oil & Natural Gas Corporation 
— would be finalising details on the pro-
posals, said Adeli.
     Iran sees India as a large potential natu-
ral gas market, requiring about two billion 
cubic feet/day to begin with. Energy offici-
als in Tehran and Delhi expect Iranian gas 
to be supplied to India by 2008.

Kuwaiti oil earnings
seen exceeding target,
says consultants’ report
Kuwait — Kuwait has earned over $10 
billion from its oil exports in the first seven 
months of the 2003–04 fiscal year, consid-
erably more than budgeted projections, ac-
cording to a report by Al-Shall Economic 
Consultants.
     All Shall said that the country was es-
timated to have earned $10.7bn in the pe-
riod from April 1, 2003, when the fiscal 
year began, to the end of October. 
     Oil revenues were originally project-
ed at $9.9bn on the basis of a price of 
$15/barrel and crude production of 
around 2.0 million barrels/day, but the 
average price of Kuwaiti oil during the 
first seven months of the fiscal year stood 
at $25.90/b, some 72 per cent higher than 
the budgeted price.
     The price of Kuwaiti oil during Octo-
ber stood at an average of $27.45/b, com-
pared with $25.6/b in the first six months 
of the year, said the Al Shall report.

Iraqi oil production to
reach pre-war levels by
April 2004, says EIA
New York — The United States Energy 
Information Administration (EIA) has es-
timated that it will take until April 2004 
before Iraqi oil production reaches its pre-
war capacity.
     In its latest estimates, the EIA said that 
Iraqi production (unadjusted for re-injec-
tion) would be roughly 800,000 barrels/
day above average October 2003 levels. 
However, current output targets were con-
tingent upon security being maintained 
within the country.

     To the extent that security problems 
continue to hamper Iraqi production and 
exports, the EIA said it assumed that the 
other 10 OPEC Members would be able 
to postpone the timing and size of any 
cutbacks. Any shortfall in Iraqi output 
could thus be made up by the OPEC 10, 
it said.
     Not all of Iraqi production was cur-
rently available for export to world oil 
markets, added the EIA. Because Iraq 
had security-related difficulties re-open-
ing export outlets for oil production from 
its northern fields due to continuing sabo-
tage, it had been forced to re-inject up to 
300,000 b/d of its output.
     The release of an additional 300,000 
b/d of Iraq oil to world markets could re-
quire an additional response by the OPEC 
10, said the EIA, adding that OPEC could 
adjust production downwards further in 
2004 to compensate for the extra oil.

Indonesia holds talks
with Chinese province
on more LNG deliveries
Beijing — Indonesia is negotiating to ex-
port liquefied natural gas (LNG) to Jiangsu 
province, in eastern China, according to a 
China Radio International report.
     Indonesian officials, led by the Chair-
man of Indonesia’s oil and gas upstream au-
thority BP Migas, Rachmat Sudibjo, have 
held talks with their Chinese counterparts, 
said the report.
      China Radio International added that 
a memorandum of understanding would 
be signed soon to work out contract de-
tails for supplying LNG to China, one of 
the largest expanding natural gas markets 
in the world.
     Indonesia has already signed a contract 
for 2.6 million tonnes/year of LNG with 
China’s Fujian province, with deliveries 
due to start from 2007.
     Indonesia is currently building its third 
LNG processing plant at Tangguh, in the 
eastern province of Papua, which will be 
the main source of the gas that will be ex-
ported to China.
     At the same time, China is investing 
$5.0 billion on LNG receiving terminals 
along its coastal cities to handle the im-
ported gas.
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Russia’s Lukoil plans huge investment
BRUSSELS — The Russian oil and gas explora-
tion and producer, Lukoil, has announced a 
massive programme of investment that will 
boost planned spending for the next decade 
by 25 per cent to $25 billion. The company’s 
board had approved the development plan 
through 2013, the firm said in a statement. 
The effect will be to almost double oil and gas 
output and enable Lukoil to regain its place as 
Russia’s number one oil firm, which it recently 
lost to Yukos. Investors have urged Lukoil to 
cut costs, boost output and match profitability 
at rivals such as Yukos, which is planning to 
double output in seven years and continues 
to outpace Lukoil, according to analysts. Lu-
koil, which pumps 1.64 million barrels/day of 
crude, and about 5.5bn cubic metres/year of 
gas a year, plans to almost double its output 
of hydrocarbons, while Yukos intends to boost 
output by 12 per cent next year and as much 
as 10 per cent in 2005, to 3.0m b/d.
 
US gas demand to outpace supply
LONDON — North American natural gas pro-
ducers will struggle to produce enough gas to 
meet demand over the next 20 years, unless 
they are given permission to exploit reserves 
in virgin territory, according to the President 
of Canadian-based gas producer EnCana, 
Gwyn Morgan. US natural gas output had 
peaked and was slowly sinking, while at the 
same time Canadian exports of natural gas to 
the US, on which the latter had depended to 
fill the gap, had also peaked and were likely to 
continue falling, he told the Oil and Money 
Conference in London. The question for the 
North American gas industry was, he said, 
where would all the gas come from? This is-
sue concerned both the US government and 
the nation’s energy industry, but a solution 
had yet to be found. Consequently, North 
America faced a period of perhaps several 
years of extremely tight gas supply, Morgan 
predicted, during which gas suppliers would 
struggle to meet demand. 

Argentine oil firm mulls Ecuador plans
QUITO — Argentine petroleum company, 
Tecpetrol is interested in developing Ecuador’s 
Culebra-Yulebra oil area, according to local 
media reports. The area is believed to have  
potential reserves estimated at 73.3 million 
barrels. Tecpetrol is the first international 
company that has registered for the bidding 
process for the area, announced by the govern-
ment of Ecuador. The government has called 
for the exploration and operation of four 
areas that are currently operated by state oil 
firm PetroEcuador. A Tecpetrol official, Edgar 
Aguilera, said that his firm had decided to 
initiate studies in the Culebra-Yulebra area.

Algeria’s Sonatrach signs 
gas deal with Canada’s 
First Calgary
Algiers — Algeria’s Sonatrach has signed 
an agreement in principle with First Cal-
gary Petroleum of Canada for the joint 
development of the Menzel Ledjmet East 
(MLE) gas and condensate field, in the 
south-east of Algeria.
     According to First Calgary sources 
quoted by the Paris-based magazine Arab 
Oil and Gas, initial production from the 
field, which is located in block 405b in the 
Berkine basin, is scheduled for 2007.
     The development includes the con-
struction of a gas-processing plant with a 
capacity of 650 million cubic feet/day. The 
two companies plan to carry out basic en-
gineering studies and award the main en-
gineering, procurement and construction 
contract in 2004.
     The sources noted that the develop-
ment was expected to cost more than 
$700m, including the drilling of neces-
sary wells, and the installation of gas-gath-
ering and other field facilities.
     The total proven, probable and possi-
ble gas reserves of the MLE field have been 
estimated at 5,700 billion cu ft, including 
700bn cu ft of proven deposits.

Abu Dhabi oil firm
is short-listed for
BP ecology award 
Abu Dhabi — The Abu Dhabi Company 
for Onshore Oil Operations (ADCO) has 
been short-listed for the international BP 
Helios Awards for pioneering environmen-
tal protection by converting hazardous oil 
well drilling sludge into usable, eco-friend-
ly by-products. 
     ADCO’s novel solution overcomes 
the perennial problem of disposing of the 
mushy oil-based mud (OBM) needed for 
lubrication when drilling through difficult 
shale formations and producing economi-
cally beneficial by-products.
     The system uses a process called ther-
mal desorption to help separate the OBM 
into its three main components — liquid 
hydrocarbons, water and solid waste. 

In brief      The hydrocarbons are recycled into 
diesel, which provides the energy to fuel 
the plant. The near-pure water is used for 
irrigation and the solid waste is mixed with 
cement to make the popular interlocking 
bricks used for pavements and pathways 
for the inhabitants of nearby rural villages.
     The Head of Environmental Protec-
tion at ADCO, Jens Olaf Jacobsen, com-
mented: “In a nutshell, the process is the 
first of its kind in the region to achieve 
100 per cent recycling in the oil industry. 
It also serves as a classroom example of the 
three Rs: reduce, reuse, recycle.” 
     Jacobsen also pointed out in a press 
statement that in addition to the direct en-
vironmental and economic benefits, there 
were also indirect gains. 
     Firstly, he said, there was the creation 
of a new locally-owned company, the Gulf 
Environment Company. 
     Also, producing irrigation water reduc-
es the need to import water from desali-
nation plants, thereby reducing the green-
house gas emissions, or the use of scarce 
well water.

Two Indonesian firms
in line for stake in
Filipino gas scheme
Manila — Two Indonesian energy com-
panies have completed a due diligence au-
dit to buy a stake in the multi-billion dol-
lar Malampaya natural gas project in the 
Philippines.
     PT Medco Energy Internasional, and 
its subsidiary, PT Expan, completed the 
work in their bid to acquire a stake in the 
10 per cent of the project owned by the 
government through the upstream unit of 
the Philippines National Oil Corporation 
(PNOC).
     The government, through PNOC Ex-
ploration, is looking at selling 49 per cent 
of its 10 per cent stake in Malampaya to 
private investors through a bidding system. 
Proceeds from the sale would be used to 
help fund the state budget deficit this year.
     Shell Philippines Exploration BV and 
Texaco Philippines own a 45 per cent stake 
each in Malampaya, the largest producing 
field in the Philippines, with a number of 
long-term contracts supplying gas to elec-
tricity-generating plants.
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The OPEC Secretariat established its own Environmental 

Task Force (ETF) in 1994 to monitor developments in the field 

of energy use and the environment. Its principal objective is 

to keep OPEC’s Ministers continuously informed about the 

status of the energy/environmental debate, as it affects the 

Organization and its Member Countries. The ETF’s work is 

also seen as adding impetus and authority to the discuss-

sions at high-level meetings involving OPEC.

A Quarterly Environmental Report (QER) is circulated to Mem-

ber Countries, in which the ETF reviews recent activities in the 

various international environmental fora, monitors changes 

in energy taxation, and provides background information on 

relevant forth-coming events, etc. Although this is an internal 

OPEC document, selected extracts from the publication 

appear regularly in the OPEC Bulletin for the benefit of a 

wider readership.

This month’s selection comes from the QER published at the 

end of the third quarter of 2003. It features the highlights of 

the issue, including the status of the Kyoto Protocol ratifica-

tion process and a calendar of events.

Issue highlights
  There has been no change in the ratifi-

cation status of the Kyoto Protocol. Those 
countries which have ratified the Protocol 
now account for 44.39 per cent of 1990 
emissions from Annex 1 countries (mainly 
the developed nations). However, the USA 
(which accounts for 36.1 per cent), Rus-
sia (17.4 per cent) and Australia (2.1 per 
cent) have not ratified.

  Russian President Vladimir Putin said 
in September that his country has not yet 
decided whether to ratify Kyoto. Address-
ing the opening of the UN World Climate 
Change Conference in Moscow, Putin said 
that no decision would be taken until the 
government had finished studying the im-
plications that ratification would have. 
     President Putin also called for further 

research on climate change rather than ac-
tion, mirroring comments made in the US 
camp. Many observers are puzzled as to 
why Russia, which stands to gain finan-
cially from ratifying Kyoto, is stalling, and 
speculate that the country may be holding 
out for concessions in other areas, such as 
its WTO accession negotiations.
     Meanwhile the European Commis-
sion (EC) has said that it is ready to allo-
cate €2 million to Russia for the support 
of its Kyoto Protocol programme. The 
announcement was made by the Depu-
ty Head of the EC delegation in Russia, 
Vincent Piket, at a press conference pri-
or to the World Conference on Climate 
Change.

  The new US energy bill could be the 

start of a realignment of US policy on cli-
mate change with the rest of the world, 
according to Dr Patrick Michaels of 
Washington-based think tank, the Cato 
Institute. Dr Michaels claims that the bill 
contains three elements that would move 
the USA strongly towards Kyoto, which 
are: the creation of a permanent Office on 
Climate Policy in the White House; the 
drafting of a national strategy to cut car-
bon dioxide emissions; and the creation of 
an ‘early credit’ system for industries that 
voluntarily reduce emissions.
     The American Farm Bureau Federa-
tion has also applauded the US energy bill, 
which contains measures that could help 
the nation’s agriculture. The bill includes 
a renewable fuels standard that calls for in-

No change in ratification status of 

Kyoto Protocol as Russia says

it is continuing to study implications
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  A new paper by Frank Biermann and 
Rainer Brohm of the Global Governance 
Project (a joint project by several European 
universities and research institutes) exam-
ines the options for the European Union 
(EU) to implement the Kyoto Protocol 
without the participation of the USA. Cop-
ies of the paper can be downloaded from 
the Global Governance Project website at 
www.glogov.org.

  The European Commissioner for the 
Environment, Margot Wallström, has said 
that the EU “is moving further away from 
meeting its commitment to achieve a sub-
stantial emissions cut under the Kyoto Pro-
tocol. Ten of the 15 member states are a 
long way off track for their agreed share of 
the EU greenhouse gas emissions target.”

  Meanwhile, new research also suggests 
that the cost of Kyoto compliance could 
be much higher than originally thought. 

Dr Margo Thorning of the Brussels-based 
think tank, the International Council for 
Capital Formation, notes that cumulative 
GDP losses to EU members could be be-
tween 3.5–5.0 per cent up to 2010, much 
higher than the EU Environment Direc-
torate’s figure of 0.5 per cent.

  There is disagreement in several Euro-
pean countries as to whether or not they 
will be able to meet their Kyoto emissions 
reduction targets by the end of the first 
commitment period (2008-2012). The 
UK Sustainable Development Commis-
sion has predicted that, without further 
action, the country will not be able to meet 
its target of reducing emissions by 12 per 
cent below 1990 levels. Meanwhile, vari-
ous bodies in Germany, Italy and Den-
mark have said that these nations are also 
unlikely to be able to meet their emissions 
reduction targets.

creased use of ethanol (which is made from 
corn) and bio-diesel to 5 billion gallons/
year by 2012. 

  A new briefing paper from the Royal 
Institute of International Affairs (no 6, 
2003) summarizes key findings on the 
strategic dimensions of the Kyoto Proto-
col and the Marrakech Accords. The pa-
per focuses on four vital elements: the ‘real 
world’ economics of the Kyoto Protocol; 
business participation and influence; the 
prospects for US engagement; and the 
framing of future commitments.

  The first week of October saw the 
beginning of trading in carbon dioxide 
emissions on the new Chicago Climate 
Exchange. One metric ton of carbon 
dioxide emissions is worth an average of 
98¢ this year, dropping to 84¢ in 2005, 
according to the first auction of emissions 
allowances.

February 17–19, 2004
IEA Asia Pacific conference on Zero 
emissions technologies.
Conrad Jupiters Convention Centre, Gold 
Coast, Queensland, Australia. Zero emis-
sions technologies (ZETs) for fossil fuels 
and their potential as part of the portfolio 
of cleaner energy options, will be the fo-
cus of a one-day technical workshop and 
two-day conference. An exhibition high-
lighting work currently being undertaken 
in the ZETs area will be run in conjunc-
tion with the two-day conference organ-
ised by the IEA Working Party for Fossil 
Fuels. Topics include the vision for zero 
emissions for the future; the role of ZETs 
in sustainable development; an overview of 
carbon capture, transport and storage; en-
abling technologies and issues in their de-
velopment; regional economy perspectives; 
coal gasification; gas processing; mem-
brane technology (used in CO

2
 capture); 

combined cycle power generation; hydro-
gen and fuel cells; gas to liquids technolo-
gies; recycling waste heat streams. Contact: 
The Meetings Manager, 2nd Floor, 811⁄2 
George Street, The Rocks, Sydney NSW 
2000, Australia. Tel: +61 2 9241 2955; e-
mail: meetings@tmm.com.au; Web site: 
www.tmm.com.au.

February 23–24, 2004
Sustainable development in the WTO: 
trade, investment and environment af-
ter Cancùn.
Chatham House, London, UK. For some 
the failure of the WTO ministerial confer-
ence at Cancùn in September 2003 rais-
es serious doubts about the future of the 
multilateral trading system, and its ability 
to respond to the new imperatives of sus-
tainable development. For others, devel-
oping country success in preventing a bad 
bargain at Cancùn raises new opportuni-
ties and hopes for the WTO. Either way, 
challenges abound. Topics will include: 
Can the USA and EU respond imagi-
natively to developing country concerns 
over agricultural subsidies and market ac-
cess? Will the negotiating dynamic that 
emerged at Cancùn, with the new G21 
grouping of the larger exporting develop-
ing countries, make the Doha Round talks 
easier or harder to resolve? Will the US 
and EU abandon the WTO approach to 
trade talks, and pursue their own agen-
da through bilateral and regional agree-
ments? For more information contact the 
Conference Unit: Georgina Wright, The 
Royal Institute of International Affairs, 
Chatham House, 10 St James’s Square, 

Calendar of meetings
London, SW1Y 4LE, UK. Tel: +44 (0) 20 
7957 5700; fax: +44 (0) 20 7321 2045; 
e-mail: conferences@riia.org; Web site: 
www.riia.org.

April 13–15, 2003
15th Annual Earth Technologies Forum.
Hyatt Regency on Capitol Hill, Washington
DC, USA. Contact: 2111 Wilson Boule-
vard, 8th Floor, Arlington, VA 22201, USA. 
Tel: +1 703 807 4052; fax: +1 703 528 
1734; e-mail: earthforum@alcade-fay.com; 
Web site: www.earthforum.com.

April 19–30, 2003
Twelfth Session of the Commission on 
Sustainable Development (CSD-12).
New York, USA. CSD-12 will tentatively 
meet during these dates. As agreed at 
CSD-11, the 12th session will be a ‘Re-
view Year’ to evaluate progress made in 
implementing sustainable development 
goals and identifying obstacles and con-
straints on the thematic clusters of wa-
ter, sanitation and human settlements. For 
more information contact: Zehra Aydin-
Sipos, DESA; Tel: +1 212 963 8811; fax: 
+1 212 963 1267; e-mail: aydin@un.org; 
Web site: www.un.org/esa/sustdev/csd/
csd12/csd12.htm.
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September/
October
This section is based on the OPEC Monthly 
Oil Market Report prepared by the Research 
Division of the Secretariat — published 
mid-month and containing up-to-date 
analysis, additional information, graphs 
and tables. The publication may be down-
loaded in PDF format from our Web site 
(www.opec.org), provided OPEC is credited 
as the source for any usage.

Crude oil price movements
September

The five-month recovery that started in 
April this year and took the price of the 
Reference Basket1 to $28.63/barrel in Au-
gust came to an abrupt halt in September 
with the Basket plunging by $2.31/b, or 
8.07 per cent, to average $26.32/b. On a 
weekly basis, the Basket went into free fall 
during most of the month of September, 
stopping the slide only towards the month’s 
end (see Table A).
     During the first and second week of the 
month, the Basket lost 4.4 per cent and 4.3 
per cent, averaging $27.61/b and $26.42/b, 
respectively. The speed of the fall deceler-
ated at mid-month with the Basket losing 
3.6 per cent in the third week and only 0.5 
per cent in the week ending September 25. 
By then, the Basket had accumulated losses 
of more than 12 per cent, amounting to 
$3.5/b in less than four weeks. This sharp 
decline was followed by an equally speedy 
recovery with the Basket gaining $1.45/b, 
or 57 per cent, to average $26.78/b late 
in September. Another solid $1.41/b rise 
followed in the week ending October 9 and 
the Basket by far surpassed the upper limit 
of the price band mechanism on October 
10 when it approached the $30/b mark.

     Record gasoline futures prices late 
in August melted down with the end 
of the Labor Day weekend and with it 
the support that crude had drawn from 
strong and speculative gasoline prices. 
US gasoline quickly lost an astonishing 
15¢/g or some $6/b, and sweet crude on 
the NYMEX started the first day of trad-
ing in September with a loss of more than 
$2/b. The move was sparked by a change in 
speculators’ perceptions of gasoline market 
fundamentals which triggered a sell-off of 
long positions. Brent, which usually closely 
follows developments across the Atlantic, 
lost about $2/b to close at $27.52/b on 
September 2. At mid-month, crude prices 
remained steady with the market becoming 
increasingly concerned over the level of 
heating oil stocks in the USA and the EU 
going into the northern hemisphere winter 
season. Despite being stuck below the level 
of the past two years, distillate stocks in the 
USA have undergone a rapid recovery from 
the 96 million b seen in April to 126.5m 
b at the end of September. Heating oil 
inventories in the north-east region of the 
USA might prove a more critical issue with 
the approach of the heating oil season, but 
even high-sulphur distillate stocks such as 
these have been recovering in the past few 
months. Whether heating oil stocks are 
sufficient to meet the hike in consump-
tion during the coming months will largely 
depend on the severity and duration of 
the winter. In spite of efforts to ratchet 
up refinery runs to accumulate sufficient 
heating oil, refiners had to struggle to meet 

the competing demand of late summer 
gasoline consumption. Prices deteriorated 
further on high US crude imports, which 
exceeded the 10m b/d figure in September, 
and signals from OPEC that the September 
Ministerial Meeting would leave output 
targets unchanged. But the markets and 
speculators were caught by OPEC’s sur-
prising yet well-thought-out decision to 
curb the Organization’s combined output 
to 24.5m b/d, effective from November 1. 
A close review of the oil market fundamen-
tals appears to indicate that only normal 
seasonal growth in demand is expected for 
the remainder of the year while the market 
remains well supplied. The continued rise 
in non-OPEC supply combined with the 
rapid recovery in Iraq’s production implies 
a contra-seasonal stock-build in 4Q2003 
and 1Q2004, which, in turn, could lead to 
a rapid destabilization of the market. Crude 
prices reacted accordingly, with the major 
benchmarks gaining more than $1/b follow-
ing the announcement and more than 15 
per cent in the subsequent two weeks.

US and European markets
     Crude oil stocks in the USA recovered 
slowly in September following the sharp 
fall earlier in the month. By the begin-
ning of October, US crude inventories 
finished above 290m b for the first time 
in 11 months. The recovery in inventories 
came on the back of rising imports, which 
according to the API reached 11.52m b/d 
at mid-month, and falling crude oil 
runs. Deteriorating refining margins as a 

1.   An average of Saharan Blend, Minas, Bonny 
Light, Arabian Light, Dubai, Tia Juana Light 
and Isthmus.

Table A: Monthly average spot quotations for OPEC’s Reference Basket
and selected crudes including differentials $/b

Year-to-date average
Sept 03 Oct 03 2002 2003

Reference Basket 26.32 28.54 23.91 27.91
Arabian Light 26.41 28.26 24.10 27.42
Dubai 25.52 27.42 23.66 26.54
Bonny Light 27.47 29.59 24.78 28.65
Saharan Blend 27.29 29.87 24.47 28.59
Minas 26.74 29.67 24.56 29.17
Tia Juana Light 24.64 26.60 22.07 26.93
Isthmus 26.18 28.38 23.74 28.08
Other crudes
Brent 27.32 29.85 24.69 28.71
WTI 28.55 30.43 25.72 30.98
Differentials
WTI/Brent 1.23 0.58 1.03 2.27
Brent/Dubai 1.80 2.43 1.03 2.17
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consequence of the sharp fall in gasoline 
prices early in the month, combined with 
the autumn refinery maintenance in the 
US Gulf Coast, reduced refiners’ interest 
in hiking runs during the first half of the 
month.
     Demand in Europe softened too as buy-
ers held back in anticipation of weakening 
refining margins. Earlier in September, the 
absence of transatlantic arbitrage to the 
USA, weak regional demand and cheap 
competing sour crudes (Basrah Light and 
Urals) affected demand for North Sea 
grades. By the third week of the month, 
sour crudes came under increasing pressure 
by the rising supply of heavy sour crude 
deliveries from Ecuador and the heavy 
refinery turnaround. North Sea grades 
were hurt by the closed transatlantic ar-
bitrage and increasing freight rates. The 
oil market gained momentum from strong 
Asia-Pacific demand, the narrowing of the 
Brent-Forcados-Oseberg (BFO)/Dubai 
spread and OPEC’s decision to imple-
ment production curbs at its September 
24 Meeting. About 1.5m b/d of October 
West African crude was sold to Asia-Pacific, 
diverting pressure from North Sea grades. 
Sour grades drew support from the OPEC 
decision as the cut in supplies will be almost 
entirely on heavier sour grades. The Asia-
Pacific’s thirst for Atlantic basin supplies, 
including North Sea crude, ahead of the 
winter season, made European refiners 
speed up their buying programmes.

Far East market
     The strong pre-winter demand for dis-
tillate-rich crudes in Asia Pacific, combined 
with the narrowing of the BFO/Dubai 
spread, resulted in an armada of cargoes 
of mainly West African crude moving east, 
leaving the US East and Gulf market short 
of sweet crudes. West African sales of Octo-
ber cargoes to Asia Pacific were estimated at 
double the level seen in summer, reaching 
around 1.2m b/d. Sentiment for light sweet 
crudes remained bullish in the second half 
of the month, with the start of preliminary 
discussions for November loadings. Re-
gional light distillate-rich crudes such as 
Tapis were supported by healthy regional 
buying interest with the approach of the 
peak winter season. Regional demand was 
so great that the November spot market 
for lighter grades was almost cleared by the 
third week of the month. Heavier grades 

like Oman, however, were not sought with 
the same interest. The arrival of a large 
number of West African cargoes scheduled 
by October should put a cap on further 
rises in local crude prices.

October

Following a slump in September, the OPEC 
Reference Basket surged by $2.22/b, or 
8.43 per cent, to average $28.54/b in Octo-
ber. The strong recovery of the past month 
pushed the year-to-date average towards the 
upper limit of the price band mechanism 
at $27.91/b, compared to $27.84/b at the 
end of September. With more than four-
fifths of the year already over, the average 
Basket price is highly unlikely to fall below 
$27.50/b for the whole of 2003, which 
means this year’s Basket price might be 
even higher than that of 2000 when oil 
prices recovered following the implemen-
tation of several OPEC and non-OPEC 
agreements to curb extra supplies during 
1998–99 (see Table A).
     The Basket started the month with an 
upward impetus, gaining 5.72 per cent, 
or $1.45/b, to average $26.78/b. For the 
weeks of October 9 and 16, the Basket 
continued its strong upward trend, gaining 
5.19 per cent, or $1.39/b, and 5.75 per 
cent, or $1.62/b, respectively. Then the 
Basket turned, shedding 4.60 per cent, 
or $1.37/b, to average $28.42/b for the 
week ending October 23. By the end of 
the month, the Basket continued to retreat 
dropping another 2.25 per cent, or 64¢/b,
to average $27.78/b. The latest weekly 
average prices for the first two weeks of 
November showed the Basket continued 
to deteriorate during the first week of the 
month, losing another 1.73 per cent, or 
48¢/b, to average $27.30/b, but then made 
an upturn, gaining almost five per cent to 
average $28.61/b.
     The psychological effect of OPEC’s 
surprise production cut announced at 
its last Ministerial Conference continued 
to ripple through the following month. 
Many analysts saw this as the main driver 
behind the price recovery that began the 
same day of the OPEC announcement and 
produced a price recovery of some $3/b in 
the following weeks. US sweet crude West 
Texas Intermediate (WTI) went from just 
above $27/b late in September to a notch 
below $32/b two weeks later. Meanwhile, 

the other Atlantic basin benchmark crude, 
Brent, surged more than $4/b to peak at 
$31.11/b on October 16. The rapid price 
rise was supported by speculation that a 
cold autumn in the USA would lead to a 
long and harsh winter. In the meantime, 
despite a clear recovery in both distillate and 
heating oil stocks in the USA, analysts and 
market players chose to see the glass half 
empty, adding further upside momentum 
to prices.
     Crude oil stocks extended the recovery 
into October with crude oil inventories 
reaching 291.9m b by the end of the 
month, an increase of 1.1m b y-o-y. The 
stock build was more pronounced in the 
US mid-continent where WTI prices are 
formed, eroding its value relative to other 
crudes and making arbitrage to the US East 
and Gulf Coasts unworkable. Crude prices 
fell considerably during the fourth week 
of the month as markets finally accepted 
that the supply outlook in the near future 
did not look so bleak. Concerns over low 
distillate and heating oil stocks dissipated 
as weekly figures were released by the US 
Department of Energy (DoE). According 
to the Energy Information Administration 
(EIA) weekly status report for October 31, 
distillate stocks were 11.1m b higher com-
pared to the same week last year, while 
heating oil inventories recovered to equal 
last year’s level of 56.8m b. Asia-Pacific 
demand remained insatiable as end users 
desperately sought supplies ahead of the 
winter season.
     The OPEC supply cut, effective as 
of November 1 (which could translate 
into a 10–15 per cent reduction in term 
supplies), together with the narrowing of 
the BFO/Dubai spread and the lack of 
arbitrage to the USA, pushed shipments 
from the Middle East and West Africa to 
the Asia-Pacific region to the highest levels 
seen this year. Strong distillate demand in 
the Mediterranean and supply problems 
in Russia exhausted European distillate 
stocks, leaving the US East Coast vulner-
able to sudden rises in demand, given its 
reliance on European supplies to meet 
rising winter consumption. However, the 
possibility that European supplies might 
not be forthcoming is not the only risk 
for the US East Coast heating oil market 
as unseasonable high demand for gasoline 
has caused US refiners to focus on gasoline 
production.
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Table B: Selected refined product prices                                                      $/b

                                                                                                              Change
                                                      Aug 03     Sept 03       Oct 03      Oct/Sept

US Gulf
Regular gasoline     (unleaded)      41.48        34.16          35.57          +1.41
Gasoil                      (0.2% S)         33.57        30.16          33.59          +3.43
Fuel oil                     (3.0% S)         25.95        22.42          24.48          +2.06

Rotterdam
Premium gasoline   (unleaded)      38.04        33.70          33.71          +0.01
Gasoil                      (0.2% S)         32.47        29.84          33.92          +4.08
Fuel oil                     (3.5% S)         23.72        21.64          22.63          +0.99

Singapore
Premium gasoline   (unleaded)      37.30        33.11          35.55          +2.44
Gasoil                      (0.5% S)         33.27        32.42          33.58          +1.16
Fuel oil                     (380 cst)         24.92        23.80          24.38          +0.58

US and European markets
     Transatlantic arbitrage was completely 
closed given particularly strong crude 
prices in North-West Europe, combined 
with dwindling WTI values as inventories 
swelled in the US mid-continent where 
WTI values are formed, leaving the US 
East and Gulf Coasts thirsty for much 
needed crude. By the second week of Oc-
tober, the premium of WTI to BFO was a 
mere 90¢/b, far lower than the $1.5–1.8/b 
needed to move crude across the Atlantic, 
which further deprived the US market of 
its import source. Strong demand from 
the Asia-Pacific region for North Sea and 
West African crudes left US refiners with 
limited options.
     In Europe, the lack of competing West 
African crude supplies and healthy refining 
margins underpinned the North Sea mar-
ket early in the month. Sweet grades such 
as Ekofisk and Oseberg reached premiums 
of around 45¢/b to dated BFO, while the 
Brent premium to the benchmark stood 
at some 35¢/b.
     Russian sour Urals firmed in both the 
North Sea and the Mediterranean markets 
as refiners stepped up buying in anticipa-
tion of the implementation of the OPEC 
production cut and lower term supplies, 
mostly of sour crude. But the shortage of 
sour crude was not only confined to the 
European market. In the US Gulf Coast, 
sour grades also dried up and even Basrah 
Light was hard to find. This left Russian 
Urals, a well-suited alternative grade, as 
the big winner, commanding a discount 
to WTI of just 45–50¢/b.

Far East market
     The Asia-Pacific region has become a 
magnet in the past several weeks, attracting 
huge volumes of crudes from the North 
Sea as well as from West Africa. The region 
swallowed some 1.4m b/d of imports in 
October, while demand for November is set 
to consume more than 1.1m b/d. The nar-
row arbitrage for Atlantic basin crudes, the 
firm crude price levels for regional grades, 
and the prospect of reduced November allo-
cations on the implementation of OPEC’s 
most recent decision boosted local buying 
interest.
     Towards the end of November, when 
trading for next month’s volumes com-
menced, the voracity of regional buyers 
cleared most of the December programmes. 

Japanese traders, who had been absent until 
then, finally stepped into the market, while 
Chinese refiners considerably boosted their 
usual spot purchases.

Product markets and 
refinery operations
September

Product prices were generally driven 
lower by considerable falls in crude prices 
during most of September. The sharp 
seasonal decline in US gasoline demand 
further depressed regional prices, which in 
turn affected other markets, while modest 
growth in distillate demand in all three 
markets cushioned the fall of the gasoil 
price. As result, refinery margins retreated 
in the USA and Europe, yet still remained 
in positive territory. Nonetheless, with the 
start of the autumn maintenance season, 
refinery throughput dropped in the USA, 
but increased in Europe and Japan on ef-
forts to prepare distillate stockpiling for the 
impending winter season (see Table B).

US Gulf market
     After two consecutive months of gains, 
average monthly spot product prices ex-
perienced significant losses in September. 
Receding demand for gasoline and fuel 
oil exacerbated the effect of the almost 
11 per cent plunge in their underlying 
marker crude, WTI. As result, the aver-

age spot gasoline price plummeted 18 per 
cent, followed by a considerable decline of 
14 per cent in high sulphur fuel oil (HSFO). 
During the same period, higher distillate 
demand mitigated the fall of the average 
gasoil price to ten per cent. Nonetheless, 
the EIA’s four-week moving average, which 
represents most US September refinery and 
product activities, shows that US gasoline 
demand decreased a considerable 500,000 
b/d to stand around 8.93m b/d, largely 
reflecting the end of the driving season. 
Yet, gasoline demand surpassed the strong 
level of the preceding year for the third con-
secutive month, registering more than two 
per cent above the September 2002 figure. 
Distillate demand enjoyed a modest rise 
of 40,000 b/d, or one per cent, above the 
preceding month’s level to reach 3.7m b/d, 
driven essentially by agricultural harvest 
demand for diesel. However, the increase 
in distillate demand was more than offset 
by rising supply, which originated from 
two sources. The first was US distillate re-
finery output which saw a moderate rise, 
reaching 3.7m b/d, as refiners started to 
enhance distillate yield in tandem with 
the typical pre-winter seasonal mode. 
The second source was strong distillate 
imports of 360,000 b/d, a rise of 17 per 
cent on the previous month’s volume. 
These mostly originated from north-west 
Europe, which was amply supplied as the 
Rhine river’s low water level subdued inland 
barge movements. As a result of ample sup-
plies, US distillate inventories at the end of 
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September surpassed last year’s level for the 
first time this year. However, heating oil 
stocks in the heavily populated north-east 
region showed a y-o-y deficit of 4m b, or 
ten per cent, at the end of the first decade 
of October. Fuel oil demand experienced 
a sharp fall of 300,000 b/d, influenced by 
the low natural gas price amid continuous 
storage injection coupled with the mild 
weather (see Table B).
     After yearly peaks in the preceding 
month, refining margins for WTI de-
clined, although the average stayed close 
to $1.50/b in the US Gulf in September. 
This downward trend in refinery econom-
ics was the result of the gasoline price falls 
which were steeper than their crude coun-
terparts.
     The onset of autumn maintenance led 
to a 210,000 b/d decrease in the US refinery 
throughput, which averaged 15.69m b/d in 
September. The corresponding utilization 
rate was 94.4 per cent, which was 1.5 per 
cent higher than in the previous year (see 
Table C).

Rotterdam market
     Average spot product prices dropped 
sharply in Rotterdam in September. The 
average gasoline price fell the fastest at 11 
per cent, while the decline in the HSFO coun-
terpart was roughly equal to the nine per 
cent decrease of its marker crude, Brent. 
However, this mitigated the fall of gasoil 
to eight per cent for the same period. Nev-
ertheless, an overview of European prod-
uct fundamentals reveals that the gasoline 
market remained in balance, as the 134m 
b stock level at the end of the month was 
almost equal to the previous month’s level, 

despite weaker activity in transatlantic ar-
bitrages. Regarding other products, the fall 
in exports of distillates and fuel oil from 
Russia led to a less amply supplied mar-
ket for these products in Europe. In ad-
dition, intensive distillate shipping to the 
US and Asian markets helped to reduce 
the regional supply glut, caused by the ex-
tremely low water levels on the Rhine river, 
which hampered barge trading in August 
and September. However, following the 
recent rainy weather, navigation along the 
Rhine has improved which should allow 
the relatively low end-user stocks in Ger-
many to be replenished during October. 
Continuous HSFO shipping to the Asian 
market helped absorb the surplus quan-
tity of European fuel oil (see Table B).
     Brent’s refining margins retreated mod-
estly to average barely above the break-even 
point in Rotterdam in September, as the 
price of distillates — Europe’s main refined 
product — was the least affected by the 
sizeable fall in crude prices.
     Induced by less product supply, average 
refinery throughput in the Eur-16 (EU and 
Norway) countries rose by nearly 100,000 
b/d to 11.97m b/d, indicating a 87.2 per 
cent utilization rate, which was 1.4 per cent 
higher than a year ago (see Table C).

Singapore market
     Average spot product prices fell across 
the barrel in Singapore in September, led 
by a significant decline of 11 per cent in 
the average gasoline price. Despite limited 
losses of three per cent and four per cent, 
respectively, average gasoil and fuel oil spot 
prices outpaced an eight per cent plunge 
in their marker crude, Dubai, for the same 

period. Nevertheless, the gasoline market 
in Singapore was better supplied than in 
the previous two months on the back of 
two driving forces, rising exports from 
India and fading Indonesian demand as 
the country covered its requirements from 
Singapore’s Petroleum Corporation via 
crude processing deals. In addition, Mid-
dle Eastern demand fell from its recent high 
in the summer. These factors outstripped 
lower gasoline exports from China and 
Taiwan. The distillate market remained 
strong for the second consecutive month, 
underpinned by the less amply supplied 
market facing robust regional demand. 
Renewed buying from China assisted the 
HSFO market in Singapore (see Table B).
     Dubai’s refining margins in Singapore 
continued their rally to register $1.75/b in 
September, reflecting a decline in crude 
prices that was steeper than the modest fall 
in prices of Asia’s main products, compared 
to the modest price falls of Asia’s main 
refined products, fuel oil and gasoil.
     Refinery throughput in Japan rose 
210,000 b/d to 4.09m b/d in September. 
The equivalent utilization rate was almost 
86 per cent, representing a rise of nearly 
three per cent above the preceding year’s 
level on continuing strength of low sulphur 
fuel oil demand from electrical utilities 
brought on by ongoing outages of several 
nuclear power plants (see Table C).

October

Product price increases generally tracked 
crude gains in all three markets in October, 
with regional fundamentals factored in the 
incremental rise of each product. Refining 
margins were good in the US Gulf and 
Singapore, but plunged into negative ter-
ritory in Rotterdam (see Table B).

US Gulf market
     Average spot product prices rose in the 
US Gulf market in October, with an 11 
per cent surge in the average gasoil price 
leading the gain. The average price of HSFO 
followed with an increase of nine per cent. 
Both products outperformed the seven per 
cent hike in the underlying marker crude, 
WTI, although average regular unleaded 
gasoline only managed an increase of four 
per cent above the previous month’s value. 
Nevertheless, the EIA’s four-week average, 
which represents the bulk of US refinery 

Table C: Refinery operations in selected OECD countries

                        Refinery throughput (m b/d)           Refinery utilization (%)1

                         Aug 03    Sept 03     Oct 03        Aug 03    Sept 03    Oct 03

USA                   15.90        15.69        15.57           95.7          94.4         93.7
France                  1.72R        1.80R        1.80           90.3R         94.6R        94.6
Germany              2.20R        2.29R        2.28           97.1R       100.9R      100.7
Italy                      1.84          1.80R        1.79           79.8          78.3R        77.8
UK                        1.53          1.64          1.46           85.6          91.9         81.6
Eur-16                12.15R      12.29R      12.04           88.5R         87.2         87.7
Japan                   3.90R        3.82R        3.93           81.9R         80.1R        82.5

1.    Refinery capacities used are in barrels per calendar day.
R    Revised since last issue.
Sources: OPEC statistics, Argus, Euroilstock Inventory Report/IEA.
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and product activities in October, showed a 
drop in US refinery throughput, caused by 
impending autumn maintenance prior to 
the switch to a new conventional gasoline, 
as of the first of the year, in New York and 
the West Coast region.
     The new gasoline will contain ethanol 
instead of reformulated gasoline, which 
is usually blended with MTBE. During 
the same time, main products enjoyed 
strong demand, with gasoline register-
ing the highest October level ever at 
9.1m b/d, which was about two per cent 
higher than the September figure and last 
year’s corresponding period. This surge in 
gasoline demand can be explained by two 
factors. Firstly, the strengthening of the 
US economy in 3Q of the current year, 
as economic growth generally correlates 
well with gasoline demand. Secondly, the 
continuous decline in retail gasoline prices 
during the course of the month.
     As result of the drop in US gasoline 
refinery output, exacerbated by falling 
imports and robust demand, gasoline in-
ventories declined to 191m b, representing 
6.7m b, or three per cent, below last month’s 
level. The second major US product, dis-
tillates, also saw increased demand, rising 
to 3.7m b/d, which was a slight one per 
cent increase over the preceding month 
but nearly a two per cent drop from last 
year’s figure.
     Distillate inventories, however, rose 
to nearly 132m b as refiners maximized 
their distillate output prior to the start of 
the heating season in November. Jet fuel, 
the third main US refined product, dem-
onstrated moderate demand to stand at 
1.65m b/d, almost 11 per cent and four 
per cent above the figures of the previous 
month and the previous year, respectively. 
Lastly, the demand for fuel oil surged to 
around 15 per cent above the levels of the 
preceding month and year, in part due to 
fair demand for low sulphur fuel oil from 
Florida utilities (see Table B).
     Average WTI refining margins in the 
US Gulf Coast edged up in October, as 
the rise in gross product worth outpaced 
the higher crude cost.
     Reflecting continuous autumn turn-
arounds, the US refinery throughput con-
tinued to fall, registering 15.57m b/d in
October or 120,000 b/d below the previous
month’s runs. The corresponding utilization
rate was 93.7 per cent (see Table C).

Rotterdam market
     The average spot gasoil price led 
product price increases in Rotterdam in 
October, rising a massive 14 per cent. This 
overwhelmed the five per cent increase in 
the HSFO counterpart and a nine per cent 
gain in the regional market crude, Brent. 
The average gasoline price, however, re-
mained relatively unchanged compared to 
last month’s level. Nevertheless, an analysis 
of the European product market showed 
three important developments. Firstly, the 
European gasoline market remained tight 
as major refinery maintenance in the UK 
and the Netherlands hindered supply. 
This translated into firm barge markets, 
which offset weaker activity in transatlantic 
arbitrage. Secondly, the steep shortfall in 
Russian distillate exports, combined with 
robust European demand for heating oil, 
caused European distillate stocks to fall 
sharply by almost 9m b throughout Octo-
ber. Thirdly, increased exports of Russian 
fuel oil to the European markets improved 
the supply situation but did not prompt a 
supply glut, as excess cargoes were passed 
on to Asia (see Table B).
     After four consecutive months of 
low but relatively stable positive values, 
Brent’s average refining margins fell into 
negative territory in October, undermined 
by the exceptionally strong Brent prices, 
which offset the rise in the gross product 
worth.
     Refinery throughput in the Eur-16 
stood at around 12m b/d in October, 
representing 250,000 b/d below the pre-
ceding month’s level. However, the refinery 
utilization rate was 87.7 per cent, indicating 
a 3.6 percentage point increase from the 
year-ago level (see Table C).

Singapore market
     Average monthly spot product prices 
enjoyed gains in Singapore in October. The 
surge in the average premium of unleaded 
gasoline was roughly equal to the seven 
per cent increase of the regional marker 
crude, Dubai. However, other product 
price rises lagged behind, as the average 
gasoil price rebounded by four per cent and 
the counterpart HSFO increased by two per 
cent over the same period. Nonetheless, the 
main reasons behind the stronger gasoline 
values were restricted gasoline exports from 
China and Taiwan, a consequence of the 
continuous strength in their domestic 

demand, firm naphtha prices, owing to 
healthy ethylene industrial margins, and 
emerging robust demand from Australia 
for stockpiling gasoline prior to its Novem-
ber–December driving season. The distil-
late market witnessed modest activity in 
arbitrage trading to Europe and the USA, 
together with increased regional purchases. 
Plentiful supply of fuel oil during most of 
the month at a time of subdued demand 
from China inflated fuel oil inventories in 
Singapore above 11m b during the second 
week of the month. Nevertheless, renewed 
demand from China assisted the market 
during the last decade of October, but the 
prevailing strong east-west fuel oil price 
differential is expected to attract higher 
volumes of European cargoes in November 
(see Table B).
     Dubai’s average refinery margins 
retreated in Singapore in October, but 
remained in positive territory, as its rise 
in price eclipsed product gains.
     Refinery throughput in Japan increased 
by 110,000 b/d to hover at 3.93m b/d in 
October, in part reflecting the gradual re-
turn of two of Japan’s largest refineries after 
an almost two-month shut-down. Thus, 
the equivalent utilization rate stood at 82.5 
per cent, or nearly three per cent above the 
preceding year’s level.

The oil futures market
September

The month began with a substantial drop 
in WTI futures induced by a massive sell-
off in gasoline futures at the end of the 
Labor Day holiday weekend. WTI prices 
on the NYMEX (front-month contract) 
went from above $31/b to below $30/b on 
September 2, in part reflecting the large 
fall in non-commercial long positions. 
Speculators cut back their long positions 
by about 20 per cent to stand at 17,490 
lots, while net shorts rose 4,250 lots. The 
move signaled a change in fund sentiment, 
at once more cautious and pessimistic.
     The following week non-commercials 
continued to dispose of large numbers of 
their long positions. According to the 
Commodity Futures Trading Commis-
sion’s (CFTC) Commitments of Traders 
Report (CTR) for the week of September 
9, the cut-back was of such a magnitude 
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that it left speculators in an almost flat posi-
tion. Net longs were just 869 lots, a sharp 
contrast with the figure of 132,000 lots in 
early August. Record US crude imports, 
bearish stock figures and the absence of 
any bullish news sparked another wave in 
non-commercials’ long positions.
     The CFTC report for September 16 
showed that speculators shed long positions 
by 23,332 lots while at the same time in-
creasing their shorts by 7,724 lots with net 
shorts standing at about 30,000 lots — a 
clear signal of the market speculators’ more 
pessimistic views. On the day before the 
OPEC Meeting, the CFTC report showed 
that funds continued to dispose of their 
longs while at the same time increasing 
their shorts, signaling an assumption that 
futures prices will fall. OPEC’s decision to 
cut output levels, however, took specula-
tors by surprise and they quickly moved 
to square their books. For the first time 
in the last five weeks, non-commercials 
increased their long holdings by around 
10,000 lots. Meantime, the NYMEX 
front-month sweet crude contract went 
from $27/b to just a few cents below the 
$29/b level.
     The following week witnessed a surge 
in crude oil prices with WTI futures sur-
passing the $32/b mark. The latest price 
hike was driven by heating oil, expectations 
of an economic recovery in the USA, and 
the possibility of a long and cold winter. 
Nonetheless, the latest price rally appears 
to have been excessive and a correction of 
a few dollars per barrel might be expected. 
Moreover, speculation about a long and 
harsh winter is only speculation and previ-
ously depressed US crude, distillates and 
heating oil stocks appear to be recovering 
in earnest.

October

Judging from the figures released by the 
CFTC, there is little doubt that the mood 
of non-commercials or speculators turned 
bullish in the last week of September fol-
lowing OPEC’s announced decision to 
trim production levels by 900,000 b/d 
effective November 1, 2003. According 
to the CTR report for the week ending 
September 30, non-commercial net short 
positions, which implies an expectation 
that prices will fall in the future, dropped 
by more than 12,000 lots to 38,786 lots. 

In the meantime, the NYMEX sweet crude 
front-month contract rose around $2/b to 
close at $29.20/b in the last trading session 
of September.
     A further decline in net short positions 
took place in the week ending October 7 
on the market’s belief that the approaching 
winter might turn out to be long, harsh 
and cold, fears that Iraq’s production and 
exports might not rise as fast as estimated, 
and the lingering effects of the OPEC pro-
duction decision. Net shorts were trimmed 
by half to 19,150 lots in the week, achieved 
by heavy buying of longs (up 13,018 lots) 
and a liquidation of shorts (down 6,618 
lots). The NYMEX WTI front-month 
contract continued to rise, exceeding the 
$30/b mark to close at $30.41/b by the 
weekend. In the following week, specula-
tors boosted their long positions by an 
astonishing 77 per cent, or 39,312 lots, 
resulting in a net long position of 19,442 
lots — the first time since September 9. 
However, full confirmation of a more 
optimistic outlook was absent given the 
reluctance of big speculators to trim short 
positions by a meaningful number in that 
week. Non-commercials disposed a mere 
720 lots with the short positions standing 
at 70,721 according to the CTR for Oc-
tober 14. Open interest rose significantly 
by 41,260 lots to 562,251 lots. NYMEX 
WTI continued to rise, reaching as high as 
$32.49/b on intra-day trading on October 
14 to close at $31.82/b. Non-commercials’ 
net-long positions continued to rise in the 
following weeks as speculators trimmed 
both their long and short positions, but 
reduced their short side by a far greater 
extent than their long side. Crude futures 
took a beating in the second half of the 
month to retreat by more than two-and-a-
half dollars per barrel in what might have 
been a correction of the exuberant rise seen 
in the first two weeks of October.
     The CTR of November 4 showed 
growing pessimism on the part of big 
speculators. Non-commercials turned to 
net short by 2,988 lots, disposing heavily 
of their longs by 28,280 lots while only 
increasing their shorts by 2,608 contracts. 
As long as uncertainties remain concerning 
factors such as the severity of the coming 
winter season, crude and product stock 
levels in the USA and Europe (especially 
heating oil), the recovery of Iraqi produc-
tion and exports, and the impact of OPEC’s 

most recent decision on the supply side, 
the volatility seen in the last few months 
will continue, with prices oscillating within 
the $28–33/b range for WTI. OPEC’s next 
Ministerial Meeting on December 4 will 
be paramount in this regard for injecting 
more calmness into the market.

The tanker market
September

For the second consecutive month, OPEC 
area spot fixtures showed a contra-seasonal 
decline of 2.37m b/d to stand at 9.17m 
b/d, or about 35 per cent less than the level 
observed a year ago, despite persistently 
higher OPEC oil output, due mainly to 
the continued rise of Iraqi production. 
This decline did not affect the OPEC ar-
ea’s share of global spot-chartering, which 
remained close to the previous month’s level 
of 61 per cent, five per cent higher than 
that registered a year ago. Middle East 
eastbound long haul fixtures continued 
to be the major contributor to the fall 
in OPEC area spot-chartering, declining 
by 1.11m b/d to 2.93m b/d, or about 47 
per cent of the total OPEC drop, an in-
crease of about seven per cent above last 
month’s figure. Heightened activity on the 
Middle East westbound long-haul route 
diminished this decrease, showing a rise 
of 420,000 b/d to 1.97m b/d. Together 
they accounted for 53 per cent of total 
chartering in the OPEC area. Compared 
with September 2002, the Middle East 
and westbound routes were down 1.99m 
b/d and 120,000 b/d, respectively. Non-
OPEC spot fixtures also showed a decrease 
of 1.34m b/d to 5.94m b/d, keeping their 
share of total global spot-chartering at the 
previous month’s level of 39 per cent. Both 
declines in OPEC and non-OPEC spot 
fixtures represented a fall of 3.71m b/d 
to 15.11m b/d in global spot-chartering 
during September. This level was 9.98m 
b/d or about 40 per cent lower than that 
registered in September 2002. According 
to preliminary estimates, sailings from the 
OPEC area declined just 240,000 b/d to 
24.91m b/d, while sailings from the Mid-
dle East displayed an increase of 720,000 
b/d to a monthly average of 17.10m b/d, 
which was about 69 per cent of total OPEC 
sailings. Arrivals in the US Gulf and East 
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Coasts and the Caribbean rose further by 
720,000 b/d to 12.14m b/d. Arrivals in 
NW Europe and Euro-Med followed the 
same upward trend, also edging up 430,000 
b/d and 440,000 b/d to reach 7.41m b/d 
and 4.67m b/d, respectively. Arrivals in 
Japan continued to slide, declining by 
140,000 b/d to 3.56m b/d.
     Freight rates for crude oil cargoes 
reversed last month’s downward trend, 
showing considerable increases, especially 
in the VLCC sector. The exception was 
70,000–100,000 dwt and 40,000–70,000 
dwt cargoes, which witnessed moderate 
losses on some routes. VLCC freight rates 
experienced very high volatility, moving up 
sharply at the beginning of the month on 
the back of tight tonnage supply. As the 
month moved on rates fell from a high 
of Worldscale 145 on the Middle East 
eastbound long-haul route to just about 
W100.
     On average, rates doubled in Septem-
ber, increasing 56 points to W106 on the 
eastbound long-haul route. On the Middle 
East westbound long-haul route, VLCC 
freight rates showed lesser volatility, briefly 
peaking at W90 before finishing the month 
below the W80s. On average, VLCC rates 
rose 38 points to stand at W84. A similar 
pattern dominated the Suezmax sector 
where freight rates on the West Africa/
US Gulf route reached a high of W115 at 
the beginning of the month before mov-
ing down to W100 at the month’s end to 
average W100, an increase of 17 points 
compared with the month before. Suezmax 
freight rates for cargoes from NW Europe 
to the US East Coast and to the US Gulf 
showed a higher increase on average, rising 
by 26 points to WS 110.
     Aframax freight rates displayed mixed 
trends, showing an improvement of 16 
points to W150 along the Caribbean/US 
East Coast route and an increase of 12 
points to W98 on the Mediterranean/NW 
Europe route. As mentioned earlier, two 
freight rates did not participate in the 
general downturn. These were cargoes of 
70,000–100,000 dwt along the Indonesia/
US West Coast route, which fell by 12 
points to a monthly average of W116, and 
within the Mediterranean basin, which saw 
an average decline of just nine points to 
W137.
     Product freight rates showed mixed 
directions but were generally soft ex-

cept for medium-range tankers carrying 
30,000–50,000 dwt along the Middle 
East/East route, which rose a considerable 
40 points to a monthly average of W210 
due to relatively healthy activity. Rates on 
the Caribbean/US Gulf route also did not 
follow the general downtrend, edging up 
27 points to W258 on increasing exports 
of products to the US market.
     Lack of sufficient trade along the 
Singapore/East route pushed rates down by 
ten points to a monthly average of W249, 
while in the European market, all routes 
experienced losses due to weak demand. 
Consequently, rates fell along the NW 
Europe/US East and Gulf Coast as well 
as within the Mediterranean basin and from 
there to NW Europe routes, dropping 9, 
21 and 28 points, respectively for monthly 
averages of W220, W192 and W220.

October

OPEC area spot chartering recovered most 
of the losses of the last two months, increas-
ing by 3.80m b/d to stand at 15.43m b/d, a 
level not seen since June 2000 when OPEC 
area spot chartering reached 15.90m b/d. 
This new figure showed an increase of 
3.54m b/d, or about 23 per cent over 
last year.
     The rise in OPEC oil production dur-
ing October, especially from Iraq, was the 
main reason behind this upward trend in 
OPEC area spot fixtures. The rise helped 
OPEC’s share of global spot-chartering 
increase by one per cent to about 62 per 
cent compared with last month’s level and 
about 11 per cent higher than that observed 
a year ago.
     Both Middle East long-haul routes 
contributed to the increase in OPEC area 
spot fixtures. The eastbound long-haul 
route displayed an increase of 1.99m b/d 
to 5.76m b/d, or about 52 per cent of the 
rise in the OPEC area, while the westbound 
long-haul route added just 190,000 b/d to 
2.55m b/d, or only about five per cent of 
the OPEC increment.
     Compared with last year’s level, Middle 
East eastbound long-haul spot chartering 
was 1.78m b/d higher, while westbound 
long-haul spot fixtures were only up 
410,000 b/d. Together they accounted for 
about 54 per cent of total chartering in 
the OPEC area. Non-OPEC spot fixtures 
followed the same upward trend, display-

ing an increase of 1.70m b/d to stand at 
9.62m b/d, a drop of about 17 per cent 
below the year-ago level. Despite this rise, 
the non-OPEC share declined by 1.9 per 
cent to reach 38.4 per cent. Consequently, 
global spot chartering rose by 5.57m b/d 
to 25.06m b/d, a level not seen since Sep-
tember 2002. Compared with the year-ago 
level, total spot chartering is 1.62m b/d 
higher.
     Estimated sailings from the OPEC area 
in October remained unchanged from the 
previous month’s level of 25.43m b/d. The 
rise of 1.30m b/d to 17.81m b/d in sail-
ings out of the Middle East seemed to be 
capped by nearly the same volume as on 
other main OPEC routes. The share of 
Middle East sailings of total OPEC showed 
a slight increase of five per cent to stand 
at 70 per cent.
     Arrivals in all main consuming mar-
kets declined, except in the NW Europe 
route, which showed a marginal increase of 
270,000 b/d to 7.63m b/d. The downward 
pattern in most of the main areas reflected 
the downturn in OPEC spot chartering 
during the last two months. In the US Gulf, 
US East Coast and the Caribbean, arrivals 
moved down in October by 770,000 b/d 
to 11.16m b/d, while arrivals in Japan 
declined marginally by 290,000 b/d to 
3.36m b/d. The biggest drop occurred in 
Euro-Med, where arrivals fell last month by 
1.16m b/d to 3.71m b/d due to stagnant 
demand.
     In October, crude freight rates fluctuat-
ed considerably, especially the VLCC rates. 
Ample tonnage availability at the beginning 
of the month depressed VLCC freight rates 
to nearly W60s on both long-haul routes. 
However, increased oil supply, particularly 
from the Middle East producers on rising 
demand primarily from major Asian con-
sumers and tight vessel availability helped 
rates to move up to very high levels in the 
last week of the month. Higher rates at 
month’s end wiped out some of the huge 
early month losses.
      The monthly average of VLCC freight 
rates on the Middle East eastbound long-
haul route stood at W63, down by 43 points 
compared with last month’s figures. On the 
westbound long-haul route, rates were at a 
monthly average of W54, or 30 points less 
than the level registered last month. In the 
Suezmax sector, the picture was different 
as rates improved, especially at the month’s 
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end where increased activity lifted rates by 
11 points to a monthly average of W111 
on the West Africa/US Gulf Coast route 
and by 13 points to W119 on the NW 
Europe/US East-US Gulf Coast route.
     Aframax freight rates enjoyed relatively 
high levels, benefiting from improved 
activity, especially in the Mediterranean 
basin and from there to NW Europe. On 
these two routes, rates jumped by 23 points 
to a monthly average of W160 and by 76 
points to W174. Aframax freight rates 
also showed a similar increment along the 
Indonesia/US West Coast route, rising by 
23 points to a monthly average of W139. 
In the Caribbean, freight rates ranged be-
tween W150 and W170 to average W162, 
an increase of 12 points compared with 
last month.
     Declining spot product fixtures 
weighed upon product freight rates along 
most of the main trading routes in October. 
Rates on the Middle East Far East route for 
30–50,000 dwt cargoes fell by 39 points 
to stand at a monthly average of W154. 
From Singapore to the East, the market 
was very quiet, especially at the beginning 
of the month. This resulted in a massive 
drop in freight rates along this route, fall-
ing by 65 points to W184. Month-end 
improvement along this route did not 
help to change the direction, but rates are 
expected to continue to head upwards on 
the back of higher seasonal demand.
     In the Caribbean, due to low activity 
at the start of the month, rates along the 
Caribbean/US Gulf Coast lost 18 points 
on average to stand at W240. This level 
was achieved on the improvement which 
took place later in the month as strong 
demand from the US market helped rates 
to gain about 25 points in the last few days 
in October.
     Open Atlantic arbitrage in the last 
few days of October helped rates along 
the NW Europe/US East-US Gulf route 
to recover part of the early month’s losses 
to stand at a monthly average of W201, 
down by 19 points compared with last 
month’s level. From the Mediterranean 
to NW Europe, rates fell considerably by 
48 points to W172. Within the Mediter-
ranean basin, the situation was better as 
rates eked out a small gain of five points, 
finishing the month at an average of W197 
on healthy demand, especially for jet fuel 
and gasoil.

World oil demand
September

Estimates for 2003

World
     Except for some minor adjustments, 
our estimates for the current year remain 
basically the same as those presented in 
the last report. The average 2003 world 
consumption forecast has been revised up 
marginally by 10,000 b/d and now stands 
at 78.18m b/d. The yearly increment, ie 
the difference between the 2002 and 
2003 averages, has likewise been adjusted 
slightly upwards by 10,000 b/d to read 
1.20m b/d, implying that the year 2002 
average remains unchanged.
     On a regional basis, the 2003 demand is 
forecast to rise by 710,000 b/d, or 1.49 per 
cent, in the OECD following a minor fall 
of 70,000 b/d in 2002. Only a moderate 
80,000 b/d, or 0.41 per cent, rise in con-
sumption is forecast in developing coun-
tries for 2003, following a much higher 
180,000 b/d growth in 2002. Apparent 
demand in the former CPEs is forecast 
to grow considerably by 410,000 b/d, or 
4.25 per cent, nearly double in volume 
compared with the 210,000 b/d, or 2.21 
per cent, growth in 2002.
     World demand is estimated to have 
grown a significant 2.96 per cent, or 
2.28m b/d, in 1Q2003 compared with 
the exceptionally weak 1Q2002, due to 
much colder than normal weather in most 
parts of the northern hemisphere, fuel 
substitution in Japan as a result of nu-
clear power reactor maintenance, stock-
piling ahead of the anticipated Iraq war, 
and the record high natural gas prices in 
the USA.
     2Q2003 consumption is estimated 
to have risen 1.42 per cent, or 1.07m 
b/d, compared to the exceptionally weak 
2Q2002 on the robust economic growth in 
China and the continuation of fuel substi-
tution in Japan. 3Q and 4Q are expected to 
undergo more moderate growth at 710,000 
b/d, or 0.92 per cent, and 750,000 b/d, or 
0.96 per cent, respectively.

OECD
     As given in the previous report, OECD 
consumption is forecast at 48.44m b/d, 
constituting 62 per cent of total world de-

mand in 2003. Out of the forecast 1.20m 
b/d world oil consumption increment for 
2003, about 710,000 b/d, or nearly 59
per cent, is expected to be accounted for 
by the OECD. Within the group, North 
America ranks first in forecast demand 
growth with 300,000 b/d, close to 42 
per cent of the group demand increment. 
OECD Pacific ranks second with 270,000 
b/d, equivalent to 38 per cent and West-
ern Europe ranks third with 140,000 b/d, 
nearly 20 per cent.
     Actual consumption data suggests that 
OECD January to July oil requirements 
were higher by 880,000 b/d compared to 
the corresponding 2002 period. As in the 
last report, the leading volume gainer for 
the period reported was gasoil/diesel with 
a 520,000 b/d, or 4.47 per cent, rise in 
consumption due to fuel switching in the 
USA and Europe. The leading percent-
age gainer was residual fuel oil whose
consumption rose by 10.03 per cent, or 
290,000 b/d, mostly on colder than nor-
mal weather, nuclear reactor maintenance 
in Japan, and the high natural gas prices 
in the USA.

Developing countries
     The estimates for developing countries 
remain similar to those presented in the last 
report. Oil demand is forecast to grow by 
80,000 b/d, or 0.41 per cent, to 19.79m 
b/d. The consumption in Latin America is 
expected to contract by 80,000 b/d, or 1.67 
per cent, to average 4.67m b/d, indicating 
a relative improvement over the last year 
when demand weakened by 120,000 b/d 
due to persistent economic and financial 
problems.
     Other Asia is forecast to register the 
highest volume and percentage growth at 
130,000 b/d, or 1.68 per cent, followed 
by Africa at 20,000 b/d, or 0.86 per cent. 
Demand growth in the Middle East is 
expected to be negligible at one quarter 
of one per cent.

Other regions
     The 2003 estimates remain very close 
to those presented in the last report. Ap-
parent demand in the former CPEs for 
2003 is forecast at 13 per cent of the total 
world consumption, equivalent to 9.95m 
b/d. Demand growth is forecast to reach 
close to 34 per cent of the total world de-
mand increment, at 410,000 b/d, or 4.25 
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per cent, slightly less than double that of 
2002. Within the group, China’s 5.31m b/d 
demand is forecast to register the highest 
volume and percentage growth at 280,000 
b/d, or 5.50 per cent, accounting for 23 
per cent of the total world increment.
     The FSU, with an average of 3.87m 
b/d, is expected to see the second high-
est demand rise at 110,000 b/d, or 2.79 
per cent, while apparent demand in 
the Other Europe is expected to enjoy a 
3.21 per cent growth rate, equivalent to 
20,000 b/d.

Forecast for 2004
     Based on the latest revisions, average 
world oil demand in 2004 is forecast at 
79.25m b/d, incorporating a rise of 1.08m 
b/d, or 1.38 per cent, over the 2003 con-
sumption. The volume has been lowered 
by 80,000 b/d since the last report, while 
the increment has undergone a 90,000 b/d 
downward revision.
     All of the three major groups of coun-
tries are forecast to register positive growth 
in 2004. The OECD is forecast to rank first 
with a growth of 430,000 b/d, equivalent 
to 40 per cent of the total world demand 
increment. Developing countries come in 
second with an expected growth of 390,000 
b/d, or 36 per cent, of the world demand 
rise. The former CPEs are forecast to rank 
third, with a substantial 260,000 b/d rise 
in oil consumption.
     Compared with the corresponding 
quarter in the year 2003, every single 
2004 quarter is forecast to register growth 
in consumption. 1Q is expected to account 
for the lowest growth rate at 590,000 b/d 
or 0.75 per cent. 2Q and 3Q are forecast 
to enjoy much higher rises at 1.00m b/d 
and 1.30m b/d, respectively. The highest 
growth is expected in 4Q at 1.40m b/d, 
or 1.76 per cent.

October

Estimates for 2003

World
     The outlook for world economic growth 
improved by nearly one fifth of one per 
cent, mostly thanks to brighter prospects in 
China and the USA. As a result, 3Q and 4Q 
averages were revised up substantially by 
150,000 b/d and 440,000 b/d, respective-
ly, and the forecast average for 2003 world 

oil demand was raised by 150,000 b/d 
to 78.33m b/d, compared to the 78.18m 
b/d presented in the last report. The yearly 
increment, ie, the difference between the 
2002 and the 2003 averages, was likewise 
adjusted upwards by 160,000 b/d to stand 
at 1.36m b/d, implying that the year 2002 
average underwent a negligible 10,000 b/d 
downward adjustment.
     On a regional basis, the 2003 demand 
in the OECD is forecast to rise 710,000 
b/d, or 1.49 per cent, following a minor 
fall of 70,000 b/d in 2002. Developing 
countries are forecast to see only a mod-
erate 110,000 b/d, or 0.57 per cent, rise 
in consumption in 2003, following much 
higher 180,000 b/d growth in 2002. Ap-
parent demand in the former CPEs is 
forecast to grow a considerable 540,0000 
b/d, or 5.64 per cent, more than double 
in volume and growth rate compared with 
the 210,000 b/d, or 2.21 per cent, growth 
seen in 2002.
     On a quarterly basis, compared with 
the exceptionally weak 1Q2002, world 
demand is estimated to have grown a 
significant 2.98 per cent, or 2.29m b/d, 
to average 79.08m b/d in 1Q2003. This 
is the net effect of much colder than nor-
mal weather in most parts of the northern 
hemisphere, fuel substitution in Japan as 
a result of nuclear power reactor mainte-
nance, stockpiling ahead of the anticipated 
Iraq war, and record high natural gas prices 
in the USA.
     The 2Q2003 consumption is estimated 
to have risen 1.41 per cent, or 1.06m b/d,
compared to the exceptionally weak 
2Q2002, on robust economic growth 
in China and the continuation of fuel 
substitution in Japan. 3Q consumption 
is assumed to have grown a more moderate 
890,000 b/d, or 1.16 per cent, while that 
of 4Q is expected to undergo much higher 
growth of 1.20m b/d, or 1.52 per cent.

OECD
     As mentioned in the previous report, 
consumption in the OECD is forecast at 
48.43m b/d, constituting 62 per cent of 
the total world demand in 2003. Out of 
the forecast 1.36m b/d world oil consump-
tion increment for 2003, about 710,000 
b/d, or nearly 52 per cent, is expected to 
come from the OECD. Within this group, 
North America ranks first in forecast de-
mand growth with 350,000 b/d, close to 

49 per cent of the group demand incre-
ment. OECD Pacific ranks second with 
260,000 b/d, equivalent to 36 per cent and 
Western Europe ranks third with 100,000 
b/d, nearly 15 per cent.
     Actual consumption data suggests that 
OECD January-August oil requirements 
were 790,000 b/d higher compared to the 
corresponding 2002 period. During this 
period, similar to the January-July period 
reported in the last report, the leading vol-
ume gainer was gasoil/diesel with a 430,000 
b/d, or 3.72 per cent, rise in consumption 
on fuel switching in the USA and Europe. 
The leading percentage gainer was residual 
fuel oil, which saw a rise in consumption 
of 11.02 per cent, or 310,000 b/d, mostly 
due to the colder than normal weather, 
Japan’s nuclear reactor maintenance and 
high natural gas prices in the USA.

Developing countries
     Oil demand in developing countries 
is forecast to grow 110,000 b/d, or 0.57 
per cent, to 19.81m b/d. Latin American 
consumption is expected to contract by 
70,000 b/d, or 1.53 per cent, to average 
4.68m b/d, indicating a relative improve-
ment over last year when demand weakened 
by 120,000 b/d on persistent economic 
and financial problems. Other Asia is 
forecast to register the highest volume 
and percentage growth with 150,000 
b/d, or 1.95 per cent, followed by Africa 
and the Middle East with 20,000 b/d, or 
0.75 per cent, and 20,000 b/d, or 0.40 per 
cent, respectively.

Other regions
     Although apparent demand in the 
former CPEs in 2003 is now forecast at 
10.08m b/d, marginally higher than the 
level mentioned in the last report, their 
share of world oil consumption remains 
unchanged at 13 per cent.
     This is thanks to an upward revi-
sion in China’s demand forecast, which 
is now expected to claim as much as 40 
per cent of the total world demand incre-
ment, equivalent to 540,000 b/d, or 5.64 
per cent, and more than double that of 
2002. Within the group, China’s 5.47m 
b/d demand forecast should register the 
highest volume and percentage growth at 
440,000 b/d, or 8.76 per cent, and alone 
account for 33 per cent of the total world 
increment.
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Table D: FSU net oil exports m b/d

1Q 2Q 3Q 4Q Year

2000 3.97 4.13 4.47 4.01 4.14
2001 4.30 4.71 4.89 4.47 4.59
20021 5.14 5.76 5.85 5.49 5.56
20032 5.87 6.75 6.72 6.01 6.34
20042 6.42 7.22 7.21 6.49 6.84

1. Estimate.
2. Forecast.

Table E: OPEC crude oil production, based on secondary sources 1,000 b/d

Oct/ 
2001 2002 2Q03 Sept 03* 3Q03 Oct 03* Sept 03

Algeria    820    864 1,127 1,172 1,160 1,175 3
Indonesia 1,214 1,120 1,026 1,008 1,011 1,007 –2
IR Iran 3,672 3,428 3,716 3,773 3,768 3,785 13
Iraq 2,383 2,006    291 1,456 1,052 1,645 190
Kuwait 2,021 1,885 2,250 2,150 2,130 2,178 28
SP Libyan AJ 1,361 1,314 1,423 1,435 1,425 1,445 10
Nigeria 2,098 1,969 1,985 2,195 2,173 2,249 54
Qatar    683    648    750    746    740    746 0
Saudi Arabia 7,939 7,535 9,022 8,462 8,533 8,407 –54
UAE 2,163 1,988 2,294 2,228 2,264 2,215 –13
Venezuela 2,862 2,586 2,584 2,543 2,559 2,564 21

Total OPEC 27,217 25,341 26,468 27,166 26,815 27,415 249

World oil supply
September

Non-OPEC

Forecast for 2003
     The non-OPEC supply figure for 2003 
has been revised upward to 48.74m b/d, 
due to an 80,000 b/d upward revision to 
2Q supply, mainly in Canada, as well as 
minor downward revisions in 1Q and 4Q. 
The quarterly distribution now stands at 
48.63m b/d, 48.03m b/d, 48.96m b/d 
and 49.32m b/d, respectively. The yearly 
average increase stands at 930,000 b/d, 
compared with the 2002 figure. The 
decrease noticed in North America was 
due to lower natural gas liquids (NGL) 
production in the USA in 3Q. Western 
Europe also witnessed a slower production 
recovery after maintenance, especially in 
Norway. These declines were offset by the 
improved performance of Africa, especially 
in Chad.

Expectations for 2004
     Our 2004 non-OPEC supply is ex-
pected to rise by 1.24m b/d. The major 
contributors to the expected rise are FSU, 
Africa, North America and Latin America. 
The quarterly distribution now stands at 
49.89m b/d, 49.33m b/d 50.22m b/d and 
50.46m b/d, respectively. The yearly aver-
age is forecast at 49.97m b/d. Significant 

revisions were made to 2Q and 4Q. These 
were upward by 160,000 b/d and down-
ward by 160,000 b/d, respectively, based 
on new data.
     The FSU’s net oil exports for 2004 
are expected at 6.85m b/d. The 2003 
figure has also been revised up to 6.32m 
b/d. Figures for 2000–2002 remain un-
changed compared with the last report 
(see Table E).

OPEC NGLs and non-conventional oils
     The OPEC NGL figure for 2004 is 
expected to be at 3.83m b/d, an increase 
of 250,000 b/d compared with 2003’s 
downward revised figure of 3.58m b/d.
     The 2002 figure has also been revised 
downward to 3.62m b/d on recent data 
released from some Member Countries. 
Figures for 2000 and 2001 remain un-

     The FSU, with an average 3.87m b/d, 
is expected to experience the second highest 
demand rise at 100,000 b/d, or 2.59 per 
cent. Apparent demand in Other Europe 
is expected to see a negligible change.

Forecast for 2004
     Based on higher prospects for economic 
growth, the average world oil demand fore-
cast for 2004 has been revised up by 310,000 
b/d to 79.56m b/d, compared with the 
79.25m b/d presented in the last report. 
Anticipated oil demand growth in 2004 was 
raised by only 160,000 b/d to 1.24m b/d, 
reflecting the simultaneous upward revi-
sion in average 2003 oil demand forecast. 
The last report presented a more conserva-
tive 1.08m b/d growth rate forecast.
     On a regional basis, oil demand is 
expected to register solid growth in all of 
the three major country groups. Although 
the demand in the OECD is expected to 
grow at the lowest rate, ie, 0.98 per cent, 
the group should rank first in volume 
given an expected increase of 470,000 
b/d, equivalent to 38 per cent of the total 
world demand increment.
     Developing countries are expected to 
rank second in growth rate at 2.07 per cent, 
with an increment volume of 410,000 b/d 
for a 33 per cent share of world oil demand 
growth. The highest percentage growth at 
3.51 per cent is attributable to the former 
CPEs, although the group’s volume and 
share of world demand growth ranks third 
at 350,000 b/d, equivalent to 29 per cent 
of the world increment.
     Every quarter of 2004 is forecast to 
see growth in oil demand. 1Q is expected 
to account for the lowest growth rate at 
890,000 b/d or 1.13 per cent. 2Q and 3Q 
are forecast to enjoy much higher rises of 
1.32m b/d and 1.26m b/d, respectively, 
while the highest growth of 1.48m b/d or 
1.85 per cent is expected in 4Q.

OPEC NGL production, 2000–04

2000                                         3.34
2001                                         3.58
2002                                         3.62
1Q03                                         3.44
2Q03                                         3.59
3Q03                                         3.64
4Q03                                         3.64
2003                                         3.58
Change 2003/2002                 –0.04
2004                                         3.83
Change 2004/2003                   0.25

m b/d

*      Not all sources available.
Totals may not add, due to independent rounding.
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changed at 3.34m b/d and 3.58m b/d, 
respectively, compared with the last re-
port’s figures.

OPEC crude oil production
     Available secondary sources indicate 
that OPEC output for September was 
27.11m b/d, or 280,000 b/d higher than 
the revised August figure of 26.83m b/d. 
Table E shows OPEC production as re-
ported by selected secondary sources.

October

Non-OPEC

Forecast for 2003
     The 2003 non-OPEC supply figure was 
revised down to 48.64m b/d. Minor 20,000 
b/d and 60,000 b/d downward revisions 
were made to 1Q and 2Q supply, while 3Q 
and 4Q saw significant downward revisions 
due to lower performance in the North 
Sea. The USA, Gabon and Angola also 
contributed to these downward revisions. 
The quarterly distribution now stands at 
48.61m b/d, 47.97m b/d, 48.78m b/d 
and 49.20m b/d, respectively. The yearly 
average increase stands at 880,000 b/d, 
compared with the downward revised 
2002 figure.

Expectations for 2004
     Non-OPEC supply for 2004 is expected 
to rise 1.24m b/d. Russia will be the main 
contributor with an expected 510,000 b/d, 
followed by Chad with 160,000 b/d, 
Angola and Kazakhstan with 100,000
b/d each, and Colombia with 80,000 b/d. 
The quarterly distribution now stands at 
49.86m b/d, 49.27m b/d, 50.08m b/d 
and 50.33m b/d, respectively. The yearly 
average is forecast at 49.89m b/d.
     The FSU’s net oil exports for 2004 are 
expected at 6.84m b/d, while the 2003 
figure has been revised up to 6.34m b/d. 
Figures for 2000–2002 remain unchanged 
from the last report (see Table D).

OPEC natural gas liquids
     The OPEC NGL figure for 2004 is ex-
pected at 3.83m b/d, an increase of 250,000 
b/d over the 2003 figure of 3.58m b/d. 
Figures for 2000–2002 remain unchanged 
at 3.34m b/d, 3.58m b/d and 3.62m b/d, 
respectively, compared with the figures in 
the last report.

and Mexico gained nine and five rigs, 
respectively. Western Europe’s rig activity 
declined by seven rigs to 75, mainly from 
losses in the UK. Rig activity in Australia 
was up three rigs to 15. The Middle 
East witnessed a decline of six rigs to 69, 
mainly from Egypt which dropped four 
rigs to 24.

OPEC
     OPEC’s rig count was 216 in October, 
an increase of five rigs when compared with 
the September figure. IR Iran and Vene-
zuela added two and three rigs to 35 and 44, 
respectively, over last month’s figures.

Stock movements
September

USA
     US commercial onland oil stocks dis-
played a massive seasonal build of 32.0m 
b, or about 1m b/d, to 967.0m b during 
the period August 29–October 3. Both 
crude oil and products contributed to the 
build, which narrowed the y-o-y deficit to 
20m b or two per cent. Crude oil stocks 
rose 5.8m b to 286.2m b and are now 5.2 
per cent above last year’s level at this time. 
The bulk of this increase came only in the 
week ending October 3, as refinery runs 
declined 220,000 b/d to 15.39m b/d.
     Crude oil refinery inputs have de-
creased by almost 800,000 b/d over the 
last three weeks, signaling the start of sea-
sonal maintenance in refineries. Crude 
oil imports averaged nearly 10.1m b/d, 
an increase of 50,000 b/d from the end 
of August, but 1.3m b/d more than the 
figure registered last year at the same time. 
On the product side, gasoline moved up 
gradually over the last four weeks by 6.1m 
b to 198.0m b, mainly due to the seasonal 
decline in demand following the end of 
the driving season. Despite the build, the 
y-o-y gasoline shortage is still around 3.7 
per cent. Distillate fuel stocks continued 
their seasonal build ahead of the upcoming 
winter, increasing by 6.8m b to 131.5m 
b at a comfortable level of four per cent 
compared to the same time a year ago. Both 
distillate fuel components — low sulphur 
distillate (diesel) and higher sulphur distil-
late fuel (heating oil) — registered builds of 
1.0m b and 5.8m b, respectively. This rise 

OPEC crude oil production
     Available secondary sources indicate 
that OPEC output for October was 27.41m 
b/d, an increase of 250,000 b/d from the 
revised September figure of 27.17m b/d. 
Table E shows OPEC production as re-
ported by selected secondary sources.

Rig count
September

Non-OPEC
     Rig activity declined in September. 
North America saw a loss of 45 rigs, com-
pared with the August figure. Mexico’s rig 
activity rose by another seven to 103 rigs 
while Canada shed 56 rigs to 348. Western 
Europe’s rig activity declined by one rig 
to 82. In Australia rig activity was up by 
one rig to 12. Total DCs increased by 19 
rigs to 361, mainly from Africa and Latin 
America.

OPEC
     OPEC’s rig count in September stood 
at 211, downs 14 rigs compared with the 
August figure. Algeria, Nigeria and Ven-
ezuela lost three rigs each to stand at 18, 
eight and 41, respectively. Indonesia also 
dropped four rigs to 41, compared with 
last month’s figures.

October

Non-OPEC
     Rig activity rose in October. North 
America gained 60 rigs, compared with 
the September figure. Canada’s rig activity 
increased 46 rigs to 394, while the USA 

OPEC NGL production, 2000–04

2000                                         3.34
2001                                         3.58
2002                                         3.62
1Q03                                         3.44
2Q03                                         3.59
3Q03                                         3.64
4Q03                                         3.64
2003                                         3.58
Change 2003/2002                 –0.04
2004                                         3.83
Change 2004/2003                   0.25

m b/d
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was supported by an increase in imports, 
mainly from Russia, combined with the 
high product yield for distillates. Residual 
fuel and jet kerosene stocks also showed 
builds of 1.7m b to 32.4m b and 2.2m b 
to 40.4m b, respectively, on the back on 
decreasing demand (see Table F).
     During the same period, the Strate-
gic Petroleum Reserve (SPR) continued 
to receive more volumes under the US 
Administration’s policy of filling it to its 
capacity of 700m b. Therefore, it rose by 
6.8m b to 623.8, widening the y-o-y surplus 
to 36.4m b.
     During the week ending October 10, 
total commercial oil stocks showed a mar-
ginal draw to average 966.1m b compared 
to the previous week, still two per cent less 
than the level registered a year ago. Crude 
oil stocks rose 3.8m b to 290.0m b, their 
highest weekly level since November 1, 
2002. Crude stocks are now at a comfort-
able level of 4.8 per cent above last year. 
Strong crude oil imports from Iraq and 
Venezuela were behind this build. On the 
product side, both gasoline and distillate 
fuel stocks fell. Gasoline inventories fell by 
3.4m b to 194.6m b and are more than 
four per cent less than last year’s figure on 
the back of low refinery runs, as refineries 
are still undergoing seasonal maintenance, 
which typically takes place between the 
peak gasoline demand and the start of the 
heating season in October. Distillate stocks 
decreased by 1.7m b, mostly in diesel fuel, 
as implied demand moved above 4m b/d 
for the first time in six months. At 129.8m 
b, distillate inventories are 3.6 per cent 
higher than last year at this time.
     In the week ending October 10, the SPR 
continued its upward trend, rising by 1.9m 
b to reach a new record of 625.7m b.

Western Europe
     At the end of September, total oil stocks 
in the Eur-16 saw a reversal in the direc-
tion of the trend from the previous month, 
declining by 17.9m b, or 580,000 b/d, to 
1,045.8m b, which was around 13m b, 
or 1.2 per cent, less than last year’s figure 
at this time. This considerable draw left 
total inventories at their lowest level since 
February 2003. Most of this draw occurred 
on crude oil stocks, which fell by 12.9m 
b to 440.8m b, as the flow of European 
crude was redirected to the higher-priced 
US market where prices were more attrac-

tive than in Europe. Despite this draw, 
the y-o-y surplus is still at 0.7 per cent. 
Middle distillate stocks fell by 1.7m b to 
339.5m b on the back of healthy demand 
and lower Russian cargos. The Rhine water 
level fell sharply in August and Septem-
ber, continuing to restrain inland gasoil 
shipments. With this draw on distillate 
stocks, the deficit widened to four per 
cent ahead of the peak winter demand 
for heating oil. Gasoline stocks stood at 
134.6m b, nearly unchanged from the 
previous month, about one per cent less 
than the level registered a year ago. Fuel 
oil stocks displayed a decrease of 2.4m b 
to 107.2m b, reaching their lowest level 
since January 2002. This draw was mainly 
due to the fall in imports from Russia as a 
result of high demand in Asia-Pacific.

Japan
     Commercial onland oil stocks contin-
ued their upward trend at the end of August, 
increasing by 1.6m b at a rate of 50,000 
b/d to 201.4m b. This build put the y-o-y 
surplus at a comfortable level of 15.3m b, 
or 8.2 per cent. Total major products were 
the main contributor to this build, rising 
5.4m b to 79.1m b, while crude oil stocks 
provided a cap dropping 3.7m b to 122.3m 
b. Middle distillate led the increase rising 
6.6m b to 43.9m b. The bulk of this build 
came from kerosene, on the back of high 
output combined with low domestic sales. 
Middle distillate inventories stood at 8.7 
per cent above last year’s level at the same 
time, in preparation for the upcoming 
winter season. Gasoline and residual fuel 
oil stocks registered minor draws, reaching 
13.9m b and 21.3m b, respectively. The 
draw of 3.7m b on crude oil stocks came 
as a result of reduced imports; however, 
the y-o-y surplus remained strong at 7.7 
per cent.

October

USA
     Commercial oil stocks in USA, which 
registered a massive build of 32m b last 
month, remained almost unchanged dur-
ing the period October 3–31, moving down 
a marginal 500,000 b at a rate of 20,000 
b/d to stand at 966.5m b. However, crude 
oil stocks continued their upward trend, 
increasing 5.7m b to 291.9m b. US crude 
oil imports averaged 10.2m b/d at the end 

of October, up just 17,000 b/d from the 
previous week. This was the highest weekly 
average ever during the month of October. 
Crude oil imports have averaged 10m b/d 
over the last four weeks, which was 440,000 
b/d more than this time last year, mainly 
on the flow of West African cargos to the 
USA. US crude oil refinery runs averaged 
15.5m b during the week ending October 
31, an increase of 107,000 b/d from the 
previous week. This was the fourth con-
secutive week in which crude oil runs have 
increased, signalling the return of some 
refineries from their autumn maintenance 
programmes.
     Crude runs averaged 15.34m b/d over 
the last four weeks, almost 1m b/d more 
than last year’s level. On the product 
side, distillate fuel inventories rose 1.2m 
b to 132.7m b, with a 2.6m b increase in 
high-sulphur heating oil, and a more than 
1.4m b decrease in low sulphur diesel fuel. 
These levels put distillate inventories at 9.1 
per cent above the same period last year. 
Apparent demand for distillate fuel was 
relatively low since the middle of October, 
however, it jumped by almost half a million 
barrels per day at the end of October. At 
the same time, distillate fuel production 
recovered gradually in the last four weeks 
of October signalling the end of refinery 
maintenance and the resultant boost in 
distillate stocks.
     Gasoline stocks registered a significant 
draw of 6.7m b to 191.3m b, putting the 
y-o-y deficit at 1.3 per cent. The implied 
demand for gasoline averaged 9.17m b/d 
over the last four weeks, a hefty 2.4 per 
cent above last year for the same period, 
reflecting the recent trend in line with soar-
ing economic growth. Unusually strong 
demand was the main reason behind this 
draw. The draw on gasoline stocks left a 
y-o-y deficit of 1.7 per cent, or 17m b, in 
total oil commercial stocks.
     During the same period, the SPR in-
creased by 6.2m b to 630.0m b, reaching 
a new record high, which was 40.5m b 
above the level registered a year-ago.
     During the week ending November 
7, the US commercial oil stocks showed a 
draw of 4.8m b to 961.7m b, correspond-
ing to a 2.2 per cent y-o-y deficit. Crude 
oil inventories fell 1.5m b to 291.1m b, 
almost the same level as last year at this time. 
Distillate inventories decreased 1.5m b to 
132.7m b, with almost all of the decline in 
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low sulphur distillate fuel, but remained at 
a comfortable level of 7.5 per cent above a 
year ago. Motor gasoline stocks rose 1.0m 
b to 191.3m b, which was still 1.9 per cent 
below last year’s figure.
     During the same period, the SPR 
gained more volume, increasing by 1.2m 
b to reach 631.2m b, widening the y-o-y 
surplus to 40.3m b.

Western Europe
     Total oil stocks in Eur-16 continued 
the downward trend observed last month, 
decreasing by 6.3m b at a rate of 20,000 b 
to 1,046.8m b, which was around two per 
cent or 22m b less than last year’s figure at 
this time. The main contributor to the draw 
was middle distillates, including heating 
oil, diesel and jet fuel, which fell by 8.9m 
b to 337.0m b. This draw occurred mainly 
on strong demand for heating oil combined 
with a decline in Russian exports, which 
left middle distillates at a 3.3 per cent y-o-y 
deficit.
     Gasoline stocks rose just 500,000 b to 
134.6m b despite a cut in crude throughput 
due to the maintenance shut-downs in the 
UK and the Netherlands. Gasoline stocks 
are now just 0.5 per cent higher than a year 
ago. However, with the return of refineries 
from maintenance, gasoline output should 
support building inventories in Europe. 
Fuel oil stocks were up 1.5m b to 108.4m 
b, as imports from the FSU increased, but 
remained 3.1 per cent below last year’s level, 
amid rising exports to Asia and the USA, 
as well as strong consumption for power 
generation. Crude oil stocks rose 1.5m 
b to 443.5m b as crude runs dropped 
by 250,000 b/d to 12.04m b/d during 
the autumn maintenance, and the tight 
WTI/Brent spread cut transatlantic trade. 
Crude oil inventories are now about two 
per cent below last year’s figure.

Japan
     Commercial oil stocks displayed a slight 
seasonal build of 2.3m b in September at 
a rate of 80,000 b/d to 203.7m b. Total 
major product inventories were mainly re-
sponsible for the build, rising 2.0m b to 
81.1m b, while crude oil stocks experienced 
a marginal build of 300,000 b to 122.6m 
b. Crude oil imports fell 2.8 per cent to 
3.91m b/d for the first time in ten months, 
but stayed 4.5 per cent higher than last year 
at this time. The crude throughput also fell 

by 5.4 per cent to 3.82m b/d, down 2.6 
per cent compared to a year ago, which 
corresponds to a refinery operation rate 
of 77.7 per cent, after the 79.7 per cent 
registered in August.
     Crude oil stocks stood at a comfortable 
level of 15.2 per cent, higher than last year 
at the same period. Middle distillate stocks 
continued their upward trend, increasing 
by 4.0m b to 47.9m b, putting the y-o-y 
surplus at 14.2 per cent. Kerosene stocks 
were the main contributor to the build 
in middle distillate stocks, increasing by 
18.4 per cent from August and 25.8 per 
cent over a year earlier. Higher kerosene 
yields, along with increased crude runs, 
boosted production by around 60,000 b/d. 
As a consequence, kerosene stocks reached 
their highest level in five years. Residual 
fuel oil inventories fell 1.0m b to 20.3m b, 
mainly due to the decline in ‘fuel oil B.C.’ 
stocks, as domestic consumption increased 
on rising demand from the Tokyo Electric 
Power Company (TEPCO). TEPCO had 
to boost thermal power generation to com-
pensate for the closure of its nuclear plants 
for unscheduled safety checks. The overall 
level of commercial stocks widened the 
y-o-y surplus to 13.7 per cent, or 24.6m b.

OECD
     At the end of 3Q2003, OECD com-
mercial onland stocks registered a strong 
seasonal build of 71m b at a rate of 770,000 
b/d to 2,590m b compared with 2Q and 
are now 23m b above last year’s level for the 
same period. OECD commercial oil stocks 
rose by about 253m b between February 
and September 2003 to replenish the low 
level of commercial stocks which occurred 
at the beginning of this year and now stand 
within the range of the 1997–2002 period. 
This shows that the inventory picture in 
OECD countries is not as tight as many 
analysts believe. Even with the upcoming 
winter season, middle distillate stocks have 
gained around 6m b more than at this time 
last year.
     As Asia has seen higher builds in com-
mercial crude oil stocks than Europe and 
the USA, due to pre-war precautions, it will 
not be a buying force in the market for the 
coming months. As consequence, the year 
2004 will start with sufficient supply for 
building inventories in the Atlantic basin 
due to higher non-OPEC production and 
the return of Iraqi exports.

Balance of supply/demand
September

Table I shows the demand balance for 
2003 with revisions to the total non-
OPEC supply for 2003, which was down 
by 120,000 b/d to 52.32m b/d, and to the 
world oil demand, which rose by 10,000 
b/d to 78.18m b/d. This resulted in an 
estimated annual difference of around 
25.86m b/d, an increase of 130,000 b/d 
compared with the last report’s figure, with 
a quarterly distribution of 27.00m b/d, 
24.67m b/d, 25.21m b/d and 26.57m b/d, 
respectively. The balances for 1Q and 2Q 
have been revised down by 150,000 b/d 
to –200,000 b/d and by 160,000 b/d to 
1.79m b/d, respectively, while the balance 
for 3Q has been introduced for the first 
time at 1.57m b/d.
     Table I shows world oil demand for 
2004 is expected to be at 79.25m b/d and 
total non-OPEC supply is expected to be 
at 53.80m b/d, resulting in an expected 
difference of around 25.45m b/d, with 
a quarterly distribution of 26.15m b/d, 
24.10m b/d, 24.98m b/d and 26.56m b/d, 
respectively.

October

Table I shows the supply/demand bal-
ance for 2003, with a downward revision 
to total non-OPEC supply of 100,000 b/d 
to 52.22m b/d and an upward revision 
to world oil demand of 150,000 b/d to 
79.97m b/d, resulting in an estimated an-
nual difference of around 26.11m b/d.
     This represents a significant rise of 
240,000 b/d from the last report’s figure, 
with a quarterly distribution of 27.03m 
b/d, 24.72m b/d, 25.54m b/d and 27.13m 
b/d, respectively. The balances for 1Q 
and 2Q have been revised down by 30,000 
b/d and 40,000 b/d to –230,000 b/d and 
1.75m b/d, respectively. 3Q was revised 
down significantly by 300,000 b/d to 
1.27m b/d.
     The supply/demand balance table for 
2004 shows world oil demand expected at 
79.56m b/d and total non-OPEC supply 
expected at 53.71m b/d. This has resulted 
in a difference of around 25.85m b/d, with 
a quarterly distribution of 26.49m b/d, 
24.48m b/d, 25.23m b/d and 27.20m b/d, 
respectively.



46                                                                                                                                                                                                OPEC Bulletin

M A R K E T  R E V I E W

November/December 2003                                                                                                                                                                             47

M A R K E T  R E V I E W

Table F: US onland commercial petroleum stocks1                                                                                                       m b

                                                                                                                                  Change
                                                Aug 28, 03        Oct 3, 03           Oct 31, 03            Oct/Sept        Oct 31, 03       Nov 7, 032

Crude oil (excl SPR)                  280.4               286.2                  291.9                    5.70                290.8               291.1
Gasoline                                      191.9               198.0                  191.3                  –6.70                193.9               192.3
Distillate fuel                                124.7               131.5                  132.7                    1.20                121.6               131.2
Residual fuel oil                             30.7                 32.4                    33.6                    1.20                  33.5                 33.8
Jet fuel                                           38.2                 40.4                    39.8                  –0.60                  41.6                 39.3
Unfinished oils                               85.2                 82.5                    84.6                    2.10                  90.3                 84.0
Other oils                                     183.9               196.1                  192.6                  –3.50                211.7               190.0
Total                                           935.0               967.0                  966.5                  –0.50                983.5               961.7
SPR                                             617.0               623.8                  630.0                    6.20                589.5               631.2

1.   At end of month, unless otherwise stated.
2.   Latest available data at time of publication.                                                                                                              Source:  US/DoE-EIA.

Table G: Western Europe onland commercial petroleum stocks1 m b

    Change
 Aug 03 Sept 03 Oct 03 Oct/Sept Oct 02

Crude oil 455.7 442.0 443.5 1.5 452.6
Mogas 133.6 134.1 134.6 0.5 134.0
Naphtha 25.5 24.2 23.3 –0.9 21.8
Middle distillates 351.4 345.9 337.0 –8.9 348.5
Fuel oils 107.3 106.9 108.4 1.5 111.8
Total products 617.8 611.1 603.3 –7.8 616.1
Overall total 1,073.5 1,053.1 1,046.8 –6.3 1,068.7

1. At end of month, and includes Eur-16.  Source:  Argus Euroilstock.

Table H: Japan’s commercial oil stocks1 m b

    Change
 Jul 03 Aug 03 Sept 03 Sept/Aug Sept 02

Crude oil 126.0 122.3 122.6 0.3 106.4
Gasoline 14.5 13.9 12.9 –1.0 13.1
Middle distillates 37.3 43.9 47.9 4.0 42.0
Residual fuel oil 21.9 21.3 20.3 –1.0 17.7
Total products 73.8 79.1 81.1 2.0 72.7
Overall total2 199.8 201.4 203.7 2.3 179.1

1.   At end of month.
2.   Includes crude oil and main products only.  Source:  MITI, Japan.
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Table I: World crude oil demand/supply balance                                                                                    m b/d

1.   Secondary sources. 3. Korean government stocks are now included in Total OECD.
2.   Stock change and miscellaneous. Note:  Totals may not add up due to independent rounding.
Table J above, prepared by the Secretariat’s Energy Studies Department, shows OPEC’s current forecast of world supply and demand for oil 
and natural gas liquids.
 The monthly evolution of spot prices for selected OPEC and non-OPEC crudes is presented in Tables One and Two on page 50, while 
Graphs One and Two (on pages 49 and 51) show the evolution on a weekly basis. Tables Three to Eight, and the corresponding graphs on 
pages 52–57, show the evolution of monthly average spot prices for important products in six major markets. (Data for Tables 1–8 is provided 
by courtesy of Platt’s Energy Services).

1999 2000 2001 2002 1Q03 2Q03 3Q03 4Q03 2003 1Q04 2Q04 3Q04 4Q04 2004
World demand

OECD 47.7 47.8 47.8 47.7 49.4 47.2 47.7 49.5 48.4 49.7 47.6 48.2 50.1 48.9

North America 23.8 24.1 24.0 24.2 24.6 24.1 24.6 24.7 24.5 24.8 24.4 25.0 25.1 24.8
Western Europe 15.2 15.1 15.3 15.1 15.2 15.0 15.1 15.4 15.2 15.3 15.1 15.2 15.6 15.3
Pacific 8.7 8.6 8.5 8.5 9.6 8.0 8.0 9.3 8.8 9.7 8.1 8.1 9.4 8.8

Developing countries 18.9 19.2 19.5 19.7 19.5 19.6 20.1 20.1 19.8 19.8 20.1 20.5 20.5 20.2

FSU 4.0 3.8 3.9 3.8 4.0 3.3 3.7 4.4 3.9 4.1 3.5 3.8 4.5 4.0

Other Europe 0.8 0.7 0.7 0.7 0.8 0.7 0.7 0.8 0.7 0.8 0.8 0.7 0.8 0.8

China 4.2 4.7 4.7 5.0 5.4 5.5 5.7 5.3 5.5 5.6 5.7 6.0 5.5 5.7

(a) Total world demand 75.5 76.2 76.7 77.0 79.1 76.3 78.0 80.0 78.3 80.0 77.6 79.2 81.4 79.6
Non-OPEC supply

OECD 21.3 21.8 21.8 21.9 22.2 21.4 21.7 21.9 21.8 22.3 21.6 21.8 22.0 21.9

North America 14.1 14.2 14.4 14.5 14.7 14.5 14.8 14.7 14.7 14.9 14.7 14.9 14.8 14.8

Western Europe 6.6 6.7 6.7 6.6 6.7 6.2 6.2 6.5 6.4 6.8 6.3 6.2 6.5 6.5

Pacific 0.7 0.8 0.8 0.8 0.7 0.6 0.7 0.7 0.7 0.7 0.6 0.7 0.7 0.7

Developing countries 10.7 10.9 10.9 11.2 11.2 11.1 11.3 11.5 11.3 11.7 11.6 11.9 11.9 11.8

FSU 7.5 7.9 8.5 9.3 9.9 10.1 10.4 10.4 10.2 10.5 10.7 11.0 11.0 10.8

Other Europe 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2

China 3.2 3.2 3.3 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4

Processing gains 1.6 1.7 1.7 1.7 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8

Total non-OPEC supply 44.5 45.7 46.4 47.8 48.6 48.0 48.8 49.2 48.6 49.9 49.3 50.1 50.3 49.9
OPEC NGLS and non-conventionals 3.2 3.3 3.6 3.6 3.4 3.6 3.6 3.6 3.6 3.6 3.9 3.9 3.9 3.8

(b) Total non-OPEC supply 
and OPEC NGLs

47.7 49.0 50.0 51.4 52.1 51.6 52.4 52.8 52.2 53.5 53.1 54.0 54.2 53.7

OPEC crude supply and balance

OPEC crude oil production1 26.5 28.0 27.2 25.3 26.8 26.5 26.8

Total supply 74.2 77.0 77.2 76.7 78.9 78.0 79.2

Balance2 –1.4 0.8 0.5 –0.2 –0.2 1.7 1.3

Stocks

Closing stock level (outside FCPEs) m b

OECD onland commercial 2446 2530 2621 2465 2405 2519 2590

OECD SPR3 1284 1268 1283 1343 1357 1361 1375

OECD total 3730 3798 3904 3807 3762 3880 3966

Other onland 997 1016 1044 1018 1006 1038 1061

Oil-on-water 808 876 831 811 857 885 na

Total stock 5535 5690 5779 5637 5626 5803 na
Days of forward consumption in OECD

Commercial onland stocks 51 53 55 51 51 53 52

SPR 27 27 27 28 29 29 28

Total 78 79 82 79 80 81 80
Memo items

FSU net exports 3.4 4.1 4.6 5.6 5.9 6.7 6.7 6.0 6.3 6.4 7.2 7.2 6.5 6.8

[(a) — (b)] 27.9 27.2 26.7 25.6 27.0 24.7 25.5 27.1 26.1 26.5 24.5 25.2 27.2 25.8
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Graph 1:
Evolution of spot prices for selected OPEC crudes

July to October 2003
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1.   Tia Juana Light spot price = (TJL netback/Isthmus netback) x Isthmus spot price.
2.   OPEC Basket: an average of Saharan Blend, Minas, Bonny Light, Arabian Light, Dubai, Tia Juana Light and Isthmus.
Kirkuk ex Ceyhan; Brent for dated cargoes; Urals cif Mediterranean. All others fob loading port.
Sources: The netback values for TJL price calculations are taken from RVM; Platt’s Oilgram Price Report; Reuters; Secretariat’s calculations.

Table 1: OPEC spot crude oil prices, 2003                                                                                                                      ($/b)

Member                                                                                                         2003
Country/               Mar     Apr    May     Jun     Jul      Aug                           September                                              October
Crude (API°)      4Wav  5Wav  4Wav 4Wav  5Wav 4Wav    1W     2W      3W     4W      5W   5Wav    1W      2W      3W      4W    4Wav

Algeria
Saharan Blend (44.1)  31.21    25.19    25.24    27.20    27.91    29.59    28.59    27.33    26.30    26.32    27.92    27.29    29.59    31.49    29.61    28.77    29.87

Indonesia
Minas (33.9)              30.70    29.66    28.76    27.19    27.33    28.38    28.16    26.66    26.00    25.68    27.18    26.74    29.12    30.73    29.59    29.23    29.67

IR Iran
Light (33.9)               27.94    22.85    23.06    24.43    26.03    28.62    27.76    26.70    25.68    25.72    27.43    26.66    28.67    30.33    28.43    27.74    28.79

Iraq
Kirkuk (36.1)                —          —          —          —          —          —          —          —          —          —          —          —          —          —          —          —          —

Kuwait
Export (31.4)             27.81    23.78    24.35    25.50    26.70    27.78    27.04    25.80    25.20    24.83    26.01    25.78    27.07    28.53    27.77    27.31    27.67

SP Libyan AJ
Brega (40.4)              31.21    25.35    25.72    27.29    28.21    29.53    28.68    27.34    26.18    26.21    28.04    27.29    29.60    31.79    29.95    28.85    30.05

Nigeria
Bonny Light (36.7)    30.83    25.27    25.78    27.46    28.39    29.79    28.73    27.52    26.51    26.72    27.85    27.47    29.29    31.17    29.35    28.54    29.59

Saudi Arabia
Light (34.2)               28.98    24.70    24.92    26.15    27.24    28.36    27.67    26.43    25.83    25.46    26.64    26.41    27.70    29.10    28.34    27.88    28.26
Heavy (28.0)             27.33    23.50    24.19    25.37    26.68    27.63    26.82    24.78    24.18    23.81    24.99    24.92    26.05    27.80    27.04    26.58    26.87

UAE
Dubai (32.5)              27.76    23.59    24.31    25.46    26.66    27.66    26.84    25.57    24.90    24.56    25.74    25.52    26.82    28.26    27.49    27.09    27.42

Venezuela
Tia Juana Light1 (32.4) 29.04    23.97    24.56    26.23    26.71    27.52    25.82    24.94    23.60    23.55    25.28    24.64    26.46    27.95    26.38    25.61    26.60

OPEC Basket2   29.78  25.34  25.60   26.74  27.43  28.63  27.61  26.42  25.46  25.33  26.78  26.32  28.17  29.79  28.42  27.78  28.54

Table 2: Selected non-OPEC spot crude oil prices, 2003                                                                                               ($/b)

                                                                                                                      2003
Country/               Mar     Apr    May     Jun     Jul      Aug                           September                                              October
Crude (API°)      4Wav  5Wav  4Wav 4Wav  5Wav 4Wav    1W     2W      3W     4W      5W   5Wav    1W      2W      3W      4W    4Wav

Gulf Area
Oman Blend (34.0)   28.06    24.14    24.53    25.64    26.80    27.96    27.30    26.09    25.56    25.16    26.34    26.09    27.37    28.84    28.09    27.56    27.97

Mediterranean
Suez Mix (Egypt, 33.0) 27.81    21.87    22.84    24.07    25.69    27.59    26.09    24.45    23.66    24.01    25.29    24.70    26.85    28.40    26.76    26.05    27.02

North Sea
Brent (UK, 38.0)        30.98    25.07    25.79    27.44    28.34    29.78    28.73    27.39    26.23    26.26    27.99    27.32    29.55    31.44    29.60    28.80    29.85
Ekofisk (Norway, 43.0) 31.15    25.17    25.85    27.48    28.43    29.83    28.71    27.45    26.28    26.44    28.10    27.40    29.70    31.55    29.66    28.84    29.94

Latin America
Isthmus (Mexico, 32.8)  29.96    24.99    25.61    27.48    27.79    29.08    27.44    26.50    25.08    25.02    26.86    26.18    28.23    29.82    28.15    27.32    28.38

North America
WTI (US, 40.0)          33.88    28.40    28.23    30.71    30.61    31.60    29.83    29.00    27.58    27.39    28.97    28.55    30.38    31.78    30.17    29.38    30.43

Others

Urals (Russia, 36.1)  28.38    22.48    23.96    25.68    26.92    28.67    27.24    25.64    24.87    25.05    26.62    25.88    28.23    29.85    27.97    26.61    28.17
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Graph 2:
Evolution of spot prices for selected non-OPEC crudes

July to October 2003
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Graph 3: North European market — spot barges, fob Rotterdam

Table 3: North European market — spot barges, fob Rotterdam ($/b)

Sources: Reuters; as of 2002 Platts. Prices are average of available days.

naphtha regular gasoline 
unleaded

premium gasoline 
unleaded 95

gasoil jet kero
fuel oil

1%S
fuel oil
3.5%S

2001 October 19.72 23.35 23.27 27.41 28.53 16.50 16.07
November 16.88 20.76 20.20 23.03 24.38 15.49 14.68
December 17.48 19.77 19.16 21.35 23.11 14.98 14.95

2002 January 21.42 20.87 20.93 21.55 23.46 16.20 15.25
February 23.77 21.18 21.17 21.69 23.43 14.70 15.52
March 28.27 25.63 25.74 25.05 26.73 17.25 17.86
April 29.29 29.77 29.94 26.53 28.01 19.51 19.93
May 27.68 29.14 28.94 26.54 28.99 19.93 21.02
June 24.33 28.90 29.02 25.97 28.04 19.32 19.94
July 28.20 30.61 30.77 27.80 29.11 21.18 21.02
August 30.23 30.95 31.14 28.95 30.46 21.49 21.68
September 33.46 32.40 32.63 31.54 34.19 24.33 24.02
October 31.55 32.04 32.16 31.23 33.36 27.20 22.44
November 28.67 27.75 27.88 28.52 30.48 23.59 18.40
December 34.20 31.17 31.34 32.63 33.21 26.11 19.99

2003 January 40.35 35.19 35.31 35.22 36.66 26.83 25.97
February 43.96 39.13 39.15 41.16 43.08 30.77 25.93
March 40.60 35.98 36.06 39.61 42.75 26.86 21.91
April 29.40 34.09 34.38 29.59 31.66 23.10 18.61
May 28.03 31.74 32.06 29.00 30.30 21.68 20.29
June 32.26 32.92 33.15 30.57 31.72 25.14 21.57
July 32.81 35.17 35.36 31.08 32.98 25.56 24.15
August 34.97 38.00 38.04 32.47 34.52 25.86 23.72
September 32.66 33.64 33.70 29.84 32.23 23.84 21.64
October 35.69 33.66 33.71 33.92 36.35 24.23 22.63
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Graph 4: South European market — spot cargoes, fob Italy

Table 4: South European market — spot cargoes, fob Italy ($/b)

Sources: Reuters; as of 2002 Platts. Prices are average of available days.

naphtha unleaded 95 0.15g/l
gasoil

fuel oil
1%S

fuel oil
3.5%S

2001 October 19.14 23.55 39.69 27.58 15.61 15.07
November 16.22 19.41 39.69 27.58 13.61 12.48
December 16.91 19.11 39.69 27.58 15.15 13.15

2002 January 17.55 19.89 20.67 22.37 17.26 14.18
February 19.42 20.06 21.47 21.29 15.37 14.77
March 23.43 24.07 26.34 24.15 17.99 16.33
April 24.48 28.27 30.24 28.27 20.31 18.39
May 22.88 27.80 29.46 25.48 20.01 19.18
June 22.05 26.23 29.31 25.48 20.21 18.56
July 23.79 28.45 30.40 26.92 20.43 19.27
August 24.92 29.21 30.82 28.23 21.45 20.04
September 27.95 31.79 32.26 30.56 25.07 22.53
October 26.18 31.13 31.41 29.86 24.28 20.58
November 23.45 26.78 27.11 27.91 21.26 16.99
December 27.71 30.57 30.86 32.02 24.07 18.32

2003 January 33.02 34.20 34.44 35.05 29.15 23.71
February 35.86 38.05 38.22 40.11 31.05 24.65
March 32.05 33.75 33.99 39.45 28.10 20.94
April 22.88 29.69 29.96 27.14 21.14 18.18
May 22.24 28.97 29.28 26.72 21.57 18.46
June 26.31 31.51 31.78 29.88 25.01 20.94
July 26.84 34.10 34.33 29.50 27.39 23.29
August 28.57 37.21 37.40 31.49 27.66 22.64
September 26.78 32.33 32.59 29.46 22.91 20.49
October 29.45 33.18 33.43 34.99 24.81 21.48
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Graph 5: US East Coast market — spot cargoes, New York

Table 5: US East Coast market — spot cargoes, New York ($/b, duties and fees included)

Sources: Reuters; as of 2002 Platts. Prices are average of available days.

regular gasoline
unleaded 87 gasoil jet kero

fuel oil 
0.3%S

fuel oil
1%S

fuel oil
2.2%S

2001 October 25.15 26.40 26.84 20.70 17.91 16.97
November 21.68 22.97 23.63 20.28 15.98 14.97
December 21.73 21.90 22.52 20.01 16.52 15.28

2002 January 22.53 22.23 23.35 19.23 16.08 15.30
February 23.01 22.51 23.96 18.09 14.83 14.42
March 28.94 26.48 27.00 21.79 19.43 19.05
April 31.00 27.78 28.61 25.24 22.24 21.59
May 29.18 27.70 28.70 25.62 23.37 21.73
June 29.78 26.89 28.34 24.63 22.70 21.54
July 31.90 28.26 29.84 25.79 22.55 21.60
August 31.96 29.22 31.31 26.63 25.43 23.51
September 32.61 32.25 34.11 27.52 26.02 25.35
October 34.44 31.98 33.97 28.33 26.39 24.43
November 31.43 29.98 30.79 26.94 23.86 21.46
December 33.59 34.21 34.67 32.62 26.68 24.30

2003 January 36.60 37.78 38.17 37.87 31.53 30.04
February 41.65 47.11 48.11 46.52 35.06 30.61
March 39.86 40.82 40.92 38.71 31.71 27.13
April 33.37 32.66 32.88 27.29 23.98 20.51
May 31.65 30.79 31.66 29.58 24.51 21.79
June 33.58 31.69 32.21 28.40 25.18 22.46
July 36.45 32.76 33.71 30.45 27.53 26.26
August 41.92 33.96 35.36 30.97 27.74 26.43
September 37.51 30.52 31.67 28.53 24.88 23.15
October 36.24 34.10 35.21 29.94 25.93 24.22
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Table 6: Caribbean market — spot cargoes, fob ($/b)

Sources: Reuters; as of 2002 Platts. Prices are average of available days.

Graph 6: Caribbean market — spot cargoes, fob

naphtha gasoil jet kero
fuel oil

2%S
fuel oil
2.8%S

2001 October 19.86 25.47 25.83 16.28 16.23
November 18.74 22.07 22.44 14.26 14.11
December 19.32 21.10 21.26 14.35 13.88

2002 January 19.63 21.49 22.24 14.50 13.89
February 21.30 21.79 23.41 13.62 13.54
March 25.86 25.77 26.72 18.25 18.09
April 28.55 27.31 28.33 20.79 20.59
May 27.14 27.28 28.31 20.95 20.65
June 26.85 26.49 27.66 20.79 20.36
July 27.98 28.11 29.43 20.88 20.67
August 28.73 28.83 30.53 22.78 22.52
September 32.16 31.91 33.67 24.55 24.77
October 32.54 32.04 33.23 23.70 23.86
November 24.39 29.65 29.51 20.73 19.97
December 31.43 33.64 34.27 23.58 23.18

2003 January 37.00 37.44 37.87 29.31 28.51
February 40.53 45.21 44.77 29.89 28.43
March 36.78 37.87 37.94 26.05 24.18
April 29.03 30.65 31.62 19.01 18.45
May 28.84 29.84 30.36 20.27 19.62
June 28.91 31.30 31.79 20.95 20.19
July 30.95 32.35 32.97 24.71 24.64
August 34.67 33.69 34.72 24.89 24.81
September 30.23 30.28 31.21 21.60 21.51
October 33.95 33.72 34.74 22.36 22.10
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Table 7: Singapore market — spot cargoes, fob ($/b)

Sources: Reuters; as of 2002 Platts. Prices are average of available days.

Graph 7: Singapore market — spot cargoes, fob

naphtha
 unleaded 95 unleaded 92

gasoil jet kero
fuel oil 
180 Cst

fuel oil
380 Cst

2001 October 20.58 22.23 21.24 25.53 25.92 18.53 18.72
November 18.15 20.75 22.40 21.87 22.40 15.47 15.46
December 18.36 22.61 21.60 20.11 21.77 16.15 16.44

2002 January 18.97 21.00 20.30 21.66 22.93 16.07 16.24
February 21.04 24.16 22.95 22.54 22.54 17.04 17.37
March 24.92 27.93 26.43 25.71 25.16 19.37 19.73
April 26.11 30.11 28.80 28.64 27.27 21.45 21.75
May 24.90 29.73 28.81 28.76 27.85 22.60 22.98
June 23.84 28.54 27.45 27.82 26.49 21.66 21.99
July 24.64 28.19 26.95 28.19 27.56 22.47 22.88
August 25.52 28.17 26.65 28.79 29.28 23.39 24.10
September 27.52 30.49 29.21 31.43 32.92 24.70 25.34
October 26.87 29.62 28.37 33.10 32.43 23.13 23.46
November 25.06 27.80 29.38 29.37 29.38 21.77 21.83
December 29.57 30.25 29.35 31.88 32.10 23.95 24.24

2003 January 32.21 34.34 33.52 34.23 34.37 26.51 26.97
February 37.34 40.14 39.28 39.35 39.27 29.05 29.33
March 33.78 37.51 36.67 37.87 35.33 26.19 26.65
April 23.58 28.74 27.79 30.03 28.35 22.55 23.12
May 23.77 28.73 27.74 29.12 28.25 23.18 23.15
June 26.66 31.59 28.48 29.33 28.48 24.20 24.51
July 27.77 34.59 33.41 29.57 29.78 25.54 26.18
August 29.67 37.30 35.95 33.27 33.58 24.27 24.92
September 27.86 33.11 32.14 32.42 31.40 23.13 23.80
October 30.46 35.55 34.39 33.58 33.84 23.88 24.38
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Table 8: Middle East Gulf market — spot cargoes, fob ($/b)

Sources: Reuters; as of 2002 Platts. Prices are average of available days.

Graph 8: Middle East Gulf market — spot cargoes, fob

naphtha gasoil jet kero
fuel oil
180 Cst

2001 October 20.47 24.05 24.42 17.51
November 18.24 20.91 21.44 14.55
December 17.61 19.33 20.48 14.61

2002 January 18.55 19.50 21.62 14.95
February 20.11 20.21 21.12 16.00
March 24.27 23.28 23.65 18.41
April 26.03 26.30 25.92 20.52
May 24.98 26.63 26.56 21.60
June 23.82 25.89 25.09 20.64
July 24.37 26.06 26.08 21.46
August 25.15 26.37 27.58 22.30
September 27.13 28.90 31.19 23.66
October 26.53 30.81 30.84 22.05
November 24.50 27.03 27.63 20.31
December 28.14 28.53 29.77 21.95

2003 January 30.36 30.66 31.79 24.57
February 34.85 35.81 36.77 27.31
March 32.26 34.22 32.74 23.73
April 22.57 26.24 25.52 20.35
May 22.42 25.67 25.68 21.65
June 26.01 26.56 26.44 22.88
July 27.16 26.63 27.59 24.15
August 28.54 29.67 31.06 22.88
September 26.86 28.80 29.11 21.67
October 29.76 30.53 32.06 22.29
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The US announced on December 1 that 
the Iraqi Governing Council (GC) and the 
Coalition Provisional Authority (CPA) 
have agreed to hand over power to a transi-
tional government no later than July 2004.
     The move followed the deadliest single 
strike on international forces in Iraq, and 
the worst Italian military loss since World 
War II (see overleaf ).
     The Agreement on Political Process, 
signed by the CPA Administrator, Paul 
Bremer, and Jalal Talabani (pictured left) on 
behalf of the GC, gives a timeline for steps 
the two political entities will take to establish 
a Fundamental Law for the country, make 
security arrangements, and form a Transi-
tional National Assembly, according to a 
report in the International Herald Tribune.
     According to the agreement, the Assem-
bly is to be elected by May 31, 2004, and the 
GC will be dissolved upon its establishment. 
Also, the CPA will disband by June 30, 
2004, when the Assembly is due to assume 
“full sovereign powers for governing Iraq.”
     The agreement also stipulates that dele-
gates to a constitutional convention be elected 
by the Iraqi people by March 15, 2005. The 
agreement says the transitional phase would 
end with a popular referendum to ratify the 
new constitution, and the election of a new 
Iraqi government by December 31, 2005.
     Opposite is the text of the Agreement on 
Political Process signed by Paul Bremer and 
David Richmond for the CPA and Jalal Ta-
labani for the GC. Source: www.rebuilding-
iraq.net.

by Lizette Kilian

I r a q  i n  t r a n s i t i o n

Iraq’s sovereignty
to be restored by June 30, 2004

Iraqi Governing Council President Jalal Talabani gives a press conference in Baghdad on 
November 15, 2003.
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A g r e e m e n t  o n  P o l i t i c a l  P r o c e s s

1. The Fundamental Law:

· To be drafted by the GC, in close consultation with the 
CPA. Will be approved by both the GC and CPA, and will 
formally set forth the scope and structure of the sovereign 
Iraqi transitional administration.

    Elements of the Fundamental Law:

· Bill of rights, to include freedom of speech, legislature, 
religion; statement of equal rights of all Iraqis, regard-
less of gender, sect, and ethnicity; and guarantees of due 
process.· Federal arrangement for Iraq, to include governorates and 
the separation and specification of powers to be exercised 
by central and local entities.· Statement of the independence of the judiciary, and a 
mechanism for judicial review.· Statement of civilian political control over Iraqi armed and 
security forces.· Statement that Fundamental Law cannot be amended.· An expiration date for Fundamental Law.· Timetable for drafting of Iraq’s permanent constitution by 
a body directly elected by the Iraqi people; for ratifying the 
permanent constitution; and for holding elections under 
the new constitution.· Drafting and approval of Fundamental Law to be complete 
by February 28, 2004.

2. Agreements with Coalition on security:

· To be agreed between the CPA and the GC.· Security agreements to cover status of Coalition forces in 
Iraq, giving wide latitude to provide for the safety and 
security of the Iraqi people.· Approval of bilateral agreements complete by the end of 
March 2004.

3. Selection of Transitional National Assembly:

· Fundamental Law will specify the bodies of the national 
structure, and will ultimately spell out the process by which 
individuals will be selected for these bodies. However, cer-
tain guidelines must be agreed in advance.· The transitional assembly will not be an expansion of the 
GC. The GC will have no formal role in selecting members 
of the assembly, and will dissolve upon the establishment 
and recognition of the transitional administration. Indi-
vidual members of the GC will, however, be eligible to 
serve in the transitional assembly, if elected according to 
the process below.

· Election of members of the Transitional National Assembly 
will be conducted through a transparent, participatory, 
democratic process of caucuses in each of Iraq’s 18 gover-
norates.· In each governorate, the CPA will supervise a process by 
which an ‘Organizing Committee’ of Iraqis will be formed. 
This Organizing Committee will include five individuals 
appointed by the GC, five individuals appointed by the 
Provincial Council, and one individual appointed by the 
local council of the five largest cities within the governorate.· The purpose of the Organizing Committee will be to con-
vene a ‘Governorate Selection Caucus’ of notables from 
around the governorate. To do so, it will solicit nomina-
tions from political parties, provincial/local councils, pro-
fessional and civic associations, university faculties, tribal 
and religious groups. Nominees must meet the criteria set 
out for candidates in the Fundamental Law. To be selected 
as a member of the Governorate Selection Caucus, any 
nominee will need to be approved by an 11/15 majority 
of the Organizing Committee.· Each Governorate Selection Caucus will elect representa-
tives to represent the governorate in the new transitional 
assembly based on the governorate’s percentage of Iraq’s 
population.· The Transitional National Assembly will be elected no later 
than May 31, 2004.

4. Restoration of Iraq’s sovereignty:

· Following the selection of members of the transitional as-
sembly, it will meet to elect an executive branch, and to 
appoint ministers.· By June 30, 2004 the new transitional administration will 
be recognized by the Coalition, and will assume full sov-
ereign powers for governing Iraq. The CPA will dissolve.

5. Process for adoption of Permanent Constitution:

· The constitutional process and timeline will ultimately 
be included in the Fundamental Law, but will need to be 
agreed in advance, as detailed below.· A permanent constitution for Iraq will be prepared by 
a constitutional convention directly elected by the Iraqi 
people.· Elections for the convention will be held no later than 
March 15, 2005.· A draft of the constitution will be circulated for public 
comment and debate.· A final draft of the constitution will be presented to the 
public, and a popular referendum will be held to ratify the 
constitution.· Elections for a new Iraqi government will be held by De-
cember 31, 2005, at which point the Fundamental Law 
will expire and a new government will take power.
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Madrid donor meeting 
pledges $13 billion

Pledges made at the October 23–24 conference in Madrid of 
$13 billion in aid to Iraq — in addition to the $20bn promised 
by the Bush administration — represent a “remarkable start” 
towards helping Iraq’s recovery, said World Bank President, 
James Wolfensohn.
     Speaking at the National Press Club, Wolfensohn said that 
“the major issues facing Iraq now are the country’s need to adopt 
a constitution, establish representative government, and ensure 
security.”
     The Bank has estimated that Iraq needs $36bn in develop-
ment funding over the next five years. The CPA has estimated 
an additional $20bn is needed for security and to rehabilitate 
the oil sector.
     Wolfensohn said that if an elected government and secure 
environment are established in Iraq, the World Bank will pledge 
$3–5bn to assist Iraq over five years. The International Monetary 
Fund would provide $2–4bn in balance of payments financing, 
he announced. 
     “There is extreme interest in Iraq, interest because of its 
geopolitical importance and because of its potential. It is, after 
all, the second-largest oil reserve in the world. And it also has 
debts somewhere north of $120bn. The issue of raising money 
was linked to the question of debt relief, because raising money 
alone is not the answer if you have $120bn worth of debt sitting 
on top of you,” he said. 
     Following the Madrid Conference, French President Jacques 
Chirac, German Chancellor Gerhard Schroeder and US Presi-
dent George W Bush announced on December 16 that France, 
Germany, and the US have agreed that there should be substan-
tial debt reduction for Iraq in the Paris Club of creditor nations 
in 2004. 
     The exact percentage of the debt reduction is subject to 
future agreement between the parties. Iraq owes the German 
government about $2.4bn and the French $3bn.
     The accord was reached despite anger in Europe over the US 
directive issued on December 5 by Deputy Defense Secretary, 
Paul D Wolfowitz, which barred French, German and Russian 
companies from competing for 26 contracts worth $18.6bn for 
the reconstruction of Iraq, stating it was acting to protect “the 
essential security interests of the United States.” 
     The US had warned prior to the war that countries that 
did not join in an American-led coalition would not be part of 
discussions about the rebuilding of Iraq. The 26 contracts aim 
to rebuild Iraq’s electricity, oil and water sectors and equip its 
army. 
     Under the guidelines, only companies from the US, Iraq and 
61 countries designated “coalition partners” will be allowed to 
bid on the contracts. France, Germany and Russia are not on 
the list. 
     However, the guidelines issued by the US do not affect sub-
contractors, which means that companies that win contracts 
would be able to hire French, German or Russian firms to work 
in Iraq. 
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A carabiniere stands to attend during a state funeral service 
at Saint Paul’s Basilica in Rome on November 18, 2003, 
as the bodies of 17 soldiers and two civilians, killed in an 
attack on a military base in Iraq, were blessed.

UN oil-for-food programme
transferred to the CPA 

The UN has announced that its oil-for-food programme was 
transferred to the CPA in Iraq on November 21. Iraqi officials 
will extend the oil-for-food programme for the next six months 
when the UN ends its administration of the six-year-old pro-
gramme, the Head of the CPA team, Ambassador Steven Mann 
said following the announcement.
     Mann, who oversees the transition of the administration of 
the oil-for-food programme from the UN to the CPA, met with 
the UN Security Council Sanctions Committee to review the 
progress of the transition.
     The oil-for-food programme provides food, medicine, hu-
manitarian supplies, and other aid projects to Iraq.
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     “The overall goal is to build the capacity and let Iraqi officials 
manage these programmes,” Mann said, adding: “According to 
the UN, in the southern and central areas about 60 per cent of 
the people rely on the oil-for-food programme’s food basket of 
rice, flour, sugar, cooking oil, beans, tea, and milk for 100 per 
cent of their food needs.”
     Thus far, more than $65bn in Iraqi oil revenue has been 
managed by the UN to provide food, medicine and other 
humanitarian goods along with replacement supplies for Iraqi 
utilities and the oil industry. 
     The UN announced that $8.2bn in goods will be still in 
the pipeline, and an additional $2.1bn will be in an escrow 
account for future orders. Those funds are being transferred to 
the CPA. 
     “The public distribution system of the food basket will 
continue through at least June 2004. You are not going to see 

any change. What happens after June 2004 with the public 
distribution system is up to Iraqi officials themselves to decide,” 
he said.

Saddam Hussein seized 
in raid near Tikrit

Former Iraqi President Saddam Hussein was captured by US 
forces near his hometown, Tikrit, where he was hiding in a 
hole in the ground at a farmhouse, US officials announced on 
December 14. 
     The top US military commander in Iraq, Lt Gen Ricardo 
Sanchez, said US authorities had yet to determine whether to 
turn Saddam over to the newly-created Iraqi Tribunal for trial. 
But, the leader of the Iraqi National Congress, Ahmad Chalabi, 
said that Saddam would be soon handed over to the Iraqi people 
for trial. “It won’t be very long before a court case is prepared,” 
he told BBC radio.
     Stocks and the dollar rose, and crude oil prices initially fell 
amid hopes there would be fewer attacks on Iraq’s oil industry. 
However, hopes were quickly dashed when a car bomb exploded 
at a police station killing 17 people in Khalidiya, west of Bagh-
dad, shortly after Saddam’s capture. 
     The incident was followed by a tanker exploding at a busy 
crossroads in Baghdad, and angry pro-Saddam demonstrators 
taking to the streets in Tikrit, Falluja and Ramadi — all of 
which are located in the Sunni Triangle — in a Sunni suburb 
of Baghdad, and in the northern town of Mosul.
     It has become increasingly evident that Saddam Hussein’s 
capture does not diminish the need for Washington to find ways 
to get the international community on board, and to put the 
nation-building efforts in the hands of the United Nations. 
     In addition, the uphill battle to restore Iraq’s oil industry 
seems far from over. In fact, the question of when full oil produc-
tion will be restored depends strongly on the vital Kirkuk-Ceyhan 
oil pipeline, which has been struggling with security problems 
since it closed in March. 
     In a statement released at the 128th OPEC Conference in 
December, Iraq said that its oil production and exports had 
been “growing at rates exceeding earlier expectations.” Average 
oil production for the month of November 2003 surpassed 2m 
b/d and actual production reached 2.1m b/d, while average oil 
exports from Basrah terminal recorded a new peak in its history 
of oil shipments of more than 1.5m b/d, which is the highest 
ever amount of oil exported from this terminal since the start 
of its operation in the late 1980s.
     Iraq further said that it was “hoping to maintain the rising 
momentum to bring total oil production to about 2.3m b/d 
by the end of December 2003, and then to raise it further to the 
stated target of about 2.8m b/d by the end of the first quarter 
2004.”
     Moreover, Iraq also aims to fully utilize existing refining 
capacities as well as implementing very aggressive trade in oil 
products to provide needed quantities of oil products for local 
consumption.

Timeline of recent events in Iraq

December
15: Bomb attacks on police stations around Baghdad kill 

nine 
14: US officials announce capture of Saddam Hussein
14: Car bomb at police station kills 17 in Khalidiya, west 

of Baghdad 
1: US announces that GC and CPA will hand over 

power to transitional government no later than July 
2004

November
22: At least 18 people die in car bomb attacks on po-

lice stations in Khan Bani Saad and Baquba, north 
of Baghdad

21: Oil-for-food programme transferred from UN to 
CPA 

12: 26 die in suicide attack on Italian police base in 
Nasiriya 

2: 16 US soldiers die in helicopter downing

October
27: Red Cross and other buildings in Baghdad bombed, 

more than 30 killed 
12: Six die in Baghdad Hotel bombing
9: Police station in Baghdad bombed, 10 killed

August
29: Mosque near Najaf bombed, at least 80 dead, includ-

ing Shia Islam’s top cleric
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Iran’s first female judge wins Nobel Peace Prize

Iranian lawyer and human rights activist, Shirin Ebadi, won the Nobel
Peace Prize for 2003 on October 10. She is Iran’s first female judge and
a leading figure in the struggle for women’s and children’s rights in Iran.
     Ebadi received her law degree from Tehran University and was ap-
pointed to the Tehran court in 1974. However, she was forced to resign 
after the revolution in 1979. In 1984 she opened her own law practice 
and she also teaches at the University of Tehran. She has written a number 
of books and articles on human rights, and is the founder of the As-
sociation for Support of Children’s Rights in Iran. 
     Ebadi represents Reformed Islam, and argues for a new interpreta-
tion of Islamic law which is in harmony with vital human rights such 
as democracy, equality before the law, religious freedom and freedom 
of speech, according to the Nobel Prize Committee.
     Iran’s President, Mohammad Khatami, said that he hoped Ebadi 
would pay attention to the interests of the Islamic world and Iran and 
“not let her achievement be misused at all.” The President played down 
the significance of the award, saying it was “not very important” and 
was awarded on the basis of “totally political criteria.” 
     Iranian Vice-President, Mohammad Ali Abtahi, a leading reformist, 
said the award was “very good news for every Iranian” and a sign of the 
active role played by Iranian women in politics. 

Saudi Arabia announces first 
municipal elections

The Saudi Cabinet, chaired by King Fahd bin Abdul Aziz, on 
October 14 approved the first-ever municipal elections, which 
are to be held within a year, in all 14 of its regions. Half the 
seats for the 14 regional councils will be elected.
     Quoting a statement by the Council of Ministers, the Saudi 
Press Agency (SPA) said that “the Council of Ministers decided 
to widen participation of citizens in running local affairs through 
elections by activating municipal councils, with half the members 
of each council being elected.” 
     The Cabinet statement said that the decision had been made 
“to implement King Fahd’s speech about widening popular par-
ticipation, confirming the country’s progress toward political 
and administrative reform and reviewing regulations and orders, 
and to monitor performance of government institutions and 
accountability in all internal affairs.”
     The announcement came on the heels of the nation’s first-
ever human rights conference, which took place in Riyadh a day 
before.
     The three-day conference examined human rights in the 
context of Islamic law. Earlier this year, the Kingdom announced 
establishment of two human rights organizations, one govern-
ment-run and the other independent.

The sculpture Mano mineral (Mineral hand), created by the 
artist Paúl del Río, was unveiled by the Deputy Mayor of 
the City of Vienna, Dr Sepp Rieder, on December 3, 2003. 
The sculpture is the symbol of the Second OPEC Summit of 
Heads of State and Government, which was held in Caracas, 
Venezuela, in September 2000.
     It was donated to the City of Vienna by the Government 
of Venezuela, through its Embassy in Vienna.
     The sculpture, which represents the oil that emerges from 
Venezuela, is 2.20 metres in height, has a breadth of 1.50m 
and weighs 240 kilos. It is situated near the Donaukanal, just 
opposite the OPEC Secretariat in Vienna.

Deputy Mayor unveils Venezuelan sculpture in Vienna

L–r: Algerian Minister of Energy and Mines, Dr Chakib Khelil; OPEC 
Secretary General, Dr Alvaro Silva-Calderón; Dr Rieder; del Rio; and 
Venezuelan Ambassador to Austria, Gustavo Márquez Marin. 
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Algeria has appointed its Economic 
Adviser at the Ministry of Energy 
and Mines, Hamid Dahmani, as 
the country’s new Governor for 
OPEC. Dahmani holds a degree in 
Commerce from the University of 
Algiers and a diploma in Petroleum 
Planning and Economics from Lon-
don University. From 1979–89 he 
held a number of posts with the Al-
gerian Ministry of Energy and Pet-
rochemicals in Industries, including 
Deputy Director for International 
Trade from 1987–89. He joined 
OPEC in 1992 as Alternative 
Sources of Energy Analyst in the 
Energy Studies Department, and 
became Fiscal Policy Analyst from 
December 1997 for the remainder 
of his term. 

Nigeria has appointed HE Dr 
Edmund Maduabebe Daukoru 
as the country’s new Presidential 
Adviser on Petroleum and Energy. 
Dr Daukoru holds a BSc and PhD 
degree in Geology from Imperial 
College of Science and Technology, 
London. He started his career as a 
Team Geologist with Shell Petro-
leum Development Corporation, 
and rose to the post of General 
Manager Exploration. He served 
Shell International Petroleum in 
various capacities, and was the 
Group Managing Director of the 
Nigerian National Petroleum Cor-
poration from 1992–1993. He is 
married with children.

Iraq has appointed Shamkhi H 
Faraj as the country’s new Gov-
ernor for OPEC. Born in 1948 
in Baghdad, Iraq, Faraj gradu-
ated with an MSc in Operational 
Research from the University of 
Sussex, UK. From 1973–1983, he 
held various posts at the Ministry 
of Oil, including that of Economic 
Researcher. Faraj moved to the 
State Oil Marketing Organization 
(SOMO) in 1988, where he held 
various posts including Executive 
Director General of SOMO. He is 
married with three children.

Saudi Arabia has appointed Dr 
Majid A Al-Moneef as its new 
Governor for OPEC. Born in 
Saudi Arabia in 1949, Al-Moneef 
graduated with a BSc in Economics 
and Political Science from Riyadh 
University, Saudi Arabia. In 1981, 
he obtained a PhD in Economics 
from the University of Oregon, 
US. In 1982, he joined the Saudi 
Ministry of Finance as a Senior 
Economist, and held various posts 
as an economic adviser. In 1988, he 
became adviser to the Saudi delega-
tion to OPEC’s Ministerial Confer-
ence and in 1994 he was appointed 
National Representative to OPEC’s 
Economic Commission Board. He 
is married with four children.

Venezuela has also named José 
Contreras Contreras as its Nat-
ional Representative for OPEC. 
The 46-year-old Contreras received 
a PhD from Texas A&M University. 
He was a regular Professor at the 
Central University of Venezuela 
and an Economic Consultant to the 
National Assembly, prior to becom-
ing an adviser at PDVSA.

Venezuela has appointed Iván 
Orellana Alcalá as the country’s 
new Governor for OPEC. Born in 
1952, Orellana Alcalá graduated 
with a BSc from Simon Bolivar 
University in Caracas. In 1994, 
he obtained an MBA in Strategic 
Planning from Brunel Univer-
sity, London. In 1986, he joined 
Petróleos de Venezuela (PDVSA), 
as a Superintendent of General En-
gineering, and held various other 
posts at PDVSA, the last of which 
was Manager of the Commercial 
Business Environment Depart-
ment, Corporate Planning at the 
Headquarters. He is married.
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Director General calls for greater recognition of the OPEC Fund

In an exclusive interview, the OPEC 
Fund’s new Director General, HE 

Suleiman Al-Herbish, has revealed his 
aspirations for the 27-year-old institu-
tion. “The overriding challenge will be 
to strike a balance between faithfully ad-
hering to the mandate of the Fund and at 

the same time ensuring its sustainability 
well into the future,” Al-Herbish said. He 
expressed the hope that his experience in 
both the public and private sectors would 
help him assess and prioritize these some-
times conflicting objectives. 
     Commenting on his oil industry 
background and in particular his 11 years 
as Saudi Governor for OPEC, Al-Herbish 
refuted the notion that his new position 
was taking him into an entirely different 
area of work. On the contrary, he said, 
his long standing involvement in the oil 
industry had afforded him “close links 
to the fields of finance, economics and 

development.” His intimate knowledge of 
OPEC and its member states would, he as-
serted, “help build and strengthen existing 
ties between OPEC Member Countries 
and other developing countries.” In addi-
tion, his new role would “bring to the fore 
common factors shared between OPEC 

and the mission of the OPEC Fund for 
International Development.”
     Al-Herbish stated a conviction that 
there should be greater co-operation be-
tween OPEC and the OPEC Fund. “If you 
look at OPEC as a concept comprising the 
Fund and the Secretariat, you will see that 
the two entities complement each other,” 
he declared. The main area of convergence, 
he said, was their link to other developing 
countries. While the fundamental mission 
of the Fund was to support these coun-
tries’ social and economic advancement, 
OPEC’s interest lay in the supply of oil. 
He noted that a “major share of future 

incremental oil demand” would be as-
sumed by developing countries and that, 
moreover, demand for oil was a function 
of economic growth and financial sta-
bility. “In that respect, I think the two 
organizations [OPEC and the OPEC 
Fund] should work together to identify 

the real potential of their constituencies,” 
he asserted.
     Asked for his opinion about the 
name OPEC being more readily asso-
ciated with oil than with development, 
Al-Herbish confessed to some disap-
pointment that the Fund’s efforts did 
not attract the attention they deserved. 
He revealed that a priority of his mission 
as Director General would be to “signifi-
cantly upgrade” the profile of the insti-
tution. “It is vital to raise the image of 
the Fund, not only at a global level, but 
specifically among Member Countries 
and recipient countries,” he declared.

The Fund’s new Director General HE 
Suleiman Al-Herbish (c) with (l to 
r): Al-Herbish’s son Mohamed; Saudi 
Arabia’s OPEC Governor, Dr Majid 
A Al-Moneef; HRH Prince Abdulaziz 
Bin Salman; Al-Herbish’s wife, Dr 
May H Al Jaser; HE Al-Herbish; Sau-
di Arabian Minister of Petroleum & 
Mineral Resources, HE Ali I Naimi; 
Chairman of the OPEC Fund Gov-
erning Board, HE Dr Saleh A Al-
Omair; Director of the Saudi Min-
ister’s Office, Ali H Twairqi; Head, 
Public Relations Department and 
Advisor to the Saudi Minister, Dr 
Ibrahim H Al-Muhanna.

News from the OPEC Fund
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technical issues that frequently arise. The 
deterioration of legal education in the Arab 
world represents a major obstacle in the sus-
tainable economic and social development 
of the region.
      The late Dr Ibrahim Shihata, the first 
Director General of the OPEC Fund 
(1976–1983), committed the last few years 
of his life to creating an advanced law pro-
gramme for the Arab world. Dr Shihata’s 
widow has continued to work towards real-
izing this aim, and approached the OPEC 
Fund to help establish the Ibrahim Shihata 
Memorial LLM Degree Programme in In-
ternational and Comparative Law. The pro-
gramme will be developed in co-operation 
with the Harvard Law School, which will 
be offering institutional and teaching sup-
port. Also hosting the programme will be 
the American University in Cairo, Egypt. 
The League of Arab States and the Egyp-
tian Ministry of Higher Education have also 
been highly supportive of the initiative.

Community school in Zambia 
receives Fund grant 

The Fund has approved a grant of $50,000 
to help support the work of FLAME, a non-
profit, non-governmental organization in 
Lusaka, Zambia. FLAME runs community 
schools and an orphanage in Zambia cater-
ing largely to former street children and des-
titute families. The grant proceeds will be 
used to purchase urgently-needed supplies 
for a community school in Chelston, Lusa-
ka and an orphanage. Established in 1997, 
FLAME founded the Chelston Commu-
nity School in 2000. The school currently 
has an enrolment of some 300 pupils, 50 
of whom reside at the school’s boarding fa-
cilities and comprise orphaned or rescued 
street children. Over the years, FLAME has 
been self-sustaining, receiving little by way 
of official assistance except in the form of 
ad hoc donations. Although successful, the 
Chelston School lacks a number of basic 
amenities, and transportation is non-exist-
ent, with many pupils and teachers hav-
ing to walk long distances to get to school. 
The grant will be used to procure a school 
bus, furniture, educational materials and 
other items.

Loans signed

Sierra Leone.
Amount: $9.5m.

Cambodia, Haiti and the Sudan. FAO 
launched its SPFS concept in 1994 with 
the aim of demonstrating to farmers, usu-
ally in the form of pilot schemes, how to 
increase agricultural production by us-
ing more effective, low-cost technologies 
adapted to the local conditions. The suc-
cess of the concept has since seen SPFS op-
erations established in 74 countries around 
the world. The programme is carried out 
using several key elements: improving wa-
ter management, intensifying and diversi-
fying crop production systems, conducting 
a “constraints analysis” and creating a reso-
lution. In the tradition of South-South co-
operation, FAO then provides experts from 
more advanced developing countries for a 
period of two-three years to work directly 
with farmers in rural communities. Cam-
bodia set up its SPFS in 1998 to help poor 
farmers in four rural provinces increase ag-
ricultural productivity. The Fund grant will 
help expand activities to two more food-de-
ficient provinces and directly support the 
expansion of agricultural intensification/
diversification activities, as well as com-
munity production and market networks, 
benefiting around 30,000 farmers. Grant 
proceeds will also support a newly-created 
SPFS in Haiti’s north, south and south-east 
departments. Here, the SPFS will imple-
ment local capacity building measures and 
enhance infrastructure through the con-
struction of schools, health centres and 
water supply systems.

October 2003

Grants approved

Grant to establish advanced 
law degree programme
The OPEC Fund has approved a grant of 
$300,000 to help establish the Ibrahim Shi-
hata Memorial LLM Degree Programme in 
International and Comparative Law. The 
programme will enable graduates from law 
schools in the Arab region obtain advanced 
training with the highest standards of aca-
demic excellence. Proper legal expertise 
plays a vital role in the development process, 
where project financing, contracting and in-
vestment involve complex negotiations and 
the drafting of intricate agreements. Many 
developing countries, however, fail to de-
rive the full benefits of international trans-
actions as their representatives often lack 
the specialized legal skills to deal with the 

September 2003

Fund completes delivery 
of food aid to Africa
The OPEC Fund has distributed over 
43,000 metric tonnes of food aid to towns 
and villages in nine African countries: Eri-
trea, Ethiopia, Lesotho, Malawi, Maurita-
nia, Mozambique, Swaziland, Zambia and 
Zimbabwe, which are affected by the cur-
rent food crisis sweeping much of Africa. 
Under a special Food Aid Grant Account, 
the OPEC Fund has provided a total of $20 
million to assist a number of countries in 
Africa severely affected by the worsening 
crisis. The Fund grant was administered 
in eight of the beneficiary countries by 
the World Food Programme (WFP), and 
in Ethiopia by the Ethiopian Disaster Pre-
vention and Preparedness Commission.

Grants approved

Fund combats desertification
in West Asia and North Africa
The Fund has approved a grant of $300,000 
to support a programme designed by the Glo-
bal Mechanism of the United Nations Con-
vention to Combat Desertification (GM-
UNCCD) to help protect dryland countries 
in the West Asia and North Africa (WANA) 
region. Characterized by extreme aridity 
and limited water resources, the WANA 
region is experiencing severe environmen-
tal deterioration and desertification due to 
over-exploitation of natural resources. As a 
result, soil fertility has dropped, and crop 
and livestock productivity has declined, ex-
acerbating the extent of rural poverty for 
millions of people. Responsible for the im-
plementation of the programme will be the 
13 participating WANA countries; namely 
Algeria, Egypt, IR Iran, Jordan, Libya, Mau-
ritania, Morocco, Oman, Palestine, the Su-
dan, Syria, Tunisia and Yemen.

Fund helps boost food security 
in Cambodia, Haiti and Sudan
The Fund has approved a grant of $700,000 
to support the Special Programme for Food 
Security (SPFS) of the Food and Agriculture 
Organization of the United Nations (FAO). 
Grant resources will be used to co-finance 
initiatives for the expansion/introduction 
of SPFS in poor farming communities in 
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activities, and represents a significant step 
towards the development of the non-bank 
financial sector in the Maldives. 

Programme: Commodity imports.
Interest rate: one per cent per annum.
Executing agency: Treasury Department 
Ministry of Finance; Bank of Sierra Leone.
Total cost: $26m.
The loan will help finance a commodity im-
ports programme and provide the country 
with much-needed foreign currency to help 
release funds for debt servicing and sup-
port government’s aim to promote Sierra 
Leone’s socio-economic development. The 
programme will contribute to Sierra Leo-
ne’s yearly commodity imports. Since this 
scheme is of a multi-sectoral nature to meet 
the country’s reconstruction requirements, 
no emphasis will be placed on any particu-
lar item, although petroleum products, food 
and medical supplies have been earmarked 
by government as a priority. Other eligible 
goods include textiles, building and indus-
trial materials, processing machinery, insec-
ticides and replacement parts. 

Private sector

Fund supports Development 
Bank in Central America

An agreement for a $15m long-term line of 
credit has been signed between the OPEC 
Fund and the Central American Bank for 
Economic Integration (CABEI), a multi-
lateral development bank based in Teguci-
galpa, Honduras. The line of credit repre-
sents the Fund’s first private sector operation 
in the Central American region, although 
the Fund has been involved in development 
activities in support of the public sector in 
El Salvador, Guatemala, Honduras, Nica-
ragua and Costa Rica for over two decades. 
Substantial assistance totaling over $267m 
has been directed towards project financing 
across all sectors, ranging from education, 
health, water supply and sewerage to energy, 
transportation and agriculture. In addition, 
the Fund has provided balance of payments 
support and financed commodity imports 
programmes. The Fund is also contributing 
to debt relief efforts for Honduras and Nic-
aragua under the framework of the Heavily 
Indebted Poor Countries Initiative.

Fund assists leasing company
in the Maldives

An $3m loan agreement has been signed 
between the OPEC Fund and the Mal-
dives Finance Leasing Company Private 

Senior representatives from leading multilat-
eral development banks (MDBs) met at the 
OPEC Fund in late October for a two-day 
conference on Debt Sustainability in Low-In-
come Countries. The meeting, chaired by the 
Manager of the HIPC (Heavily Indebted Poor 
Countries) Unit of the World Bank, Vikram 
Nehru, aims to discuss issues of major impor-
tance within the context of the international 
debt relief programme.
      Delegates were welcomed to the OPEC 
Fund on behalf of then Director General, HE 
Dr Y Seyyid Abdulai, by Assistant Director-
General, Financial Operations Department, S 
Niazi. He noted the Fund’s “active participa-

tion” in the design and implementation of the 
HIPC Initiative, as well as its “timely deliv-
ery of the necessary debt relief.” He warned, 
however, that further action would be neces-
sary “to deal decisively with the problem of 
external debt.”
      During the conference, delegates exam-
ined five major issues: alternative definitions 
of debt sustainability; measures that low-in-
come countries can take to achieve and pre-
serve debt sustainability; options available to 
donors and the broader world community; 
preservation of debt sustainability while pur-
suing the Millennium Development Goals; 
and debt relief reporting by the MDBs.

OPEC Fund hosts conference
on debt sustainability

OPEC Fund for International 
Development, Parkring 8, PO Box 
995, 1011 Vienna, Austria. Tel: 
+43 1 515640; fax: +43 1 513 
9238; cable: opecfund; e-mail: 
info@opecfund.org; Web site: www. 
opecfund.org.

Limited (MFLC). As the first company of 
its kind in the country, MFLC will help 
enhance the depth of the financial sys-
tem and open up new opportunities to 
private enterprises by providing access to 
term finance. MFLC was set up jointly by 
a regional entity and the International Fi-
nance Corporation (IFC), along with lo-
cal businesses and individuals. It provides 
lease financing primarily to concerns in the 
tourism, fisheries, transportation and con-
struction sectors, and also serves small and 
medium-sized enterprises. The loan will 
help provide financing for MFLC’s leasing 
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Fund extends grant 
to help finance social 
projects in Palestine

The Fund approved a grant of $930,000
to help finance a series of social projects de-
signed to address some of the most urgent 
needs of the poorest, hardest hit communi-
ties in the West Bank and Gaza Strip. Grant 
resources will be divided among seven or-
ganizations in support of projects covering a 
wide range of sectors:

$200,000 will go to the Foundation for the 
Social Promotion of Culture of Spain for a 
project to help empower farmers, especial-
ly women, by providing them with the skills, 
training and technical support needed to 
more effectively serve their communities. 

$200,000 will support an undertaking to 
accommodate rising numbers of spinal in-
jury patients at the Abu Raya Rehabilita-
tion Centre, Ramallah, West Bank. Grant 
proceeds will help expand the necessary 
infrastructure and procure medication and 
equipment.

$150,000 will be provided to Education 
Action International of the UK, which has 
designed a scheme to improve the quality 
of teaching in Palestine through the provi-
sion of teacher training services.

$250,000 will support an initiative of the 
Arab Organization for Agricultural Develop-
ment of the Sudan to help farmers affected 
by the building of a ‘separation wall’ in the 
northern West Bank region. The scheme 
will provide compensation for confiscated 
land and rehabilitate/construct damaged or 
destroyed rural infrastructure. 

$50,000 will go to the El Wafa Medical 
Rehabilitation Hospital, Gaza Strip, which 
plans to establish psychological support 
services for Palestinians who have become 
disabled as a result of the conflict.

$30,000 will help the Centre for Agricultur-
al Services, Hebron, West Bank to provide 
Palestinian women with the means to im-
prove their household incomes and boost 
food security.

$50,000 will be given to the women’s as-
sociation for child care, Beit Jala, West 
Bank for setting up an ‘open windows’ 
youth house to encourage social com-
munication and interaction among Pal-
estinian youth, and help them overcome 
the psychological trauma brought on by 
the crisis.

The Governing Board of the OPEC Fund 
held its 104th Session at the Fund’s head-

quarters in Vienna, Austria, on September 
16, 2003.
      HE Jamal Nasser Lootah of the United 
Arab Emirates was elected as Chairman of the 
Governing Board for the period of one year. 
He succeeds HE Dr Saleh A Al-Omair of the 

Kingdom of Saudi Arabia and will assume his 
position at the first Governing Board meeting 
of 2004.
      Following adoption of the meeting’s agen-
da, the then Director General of the Fund, HE 
Dr Y Seyyid Abdulai, reporting to the Board 
on the Fund’s activities, indicated that on a cu-
mulative basis, and as of the end of July 2003, 
$5,239.1 million had been approved in loans 
to the public sector and $3,393.8m disbursed. 
These loans, which were extended for project 
and programme financing and balance of pay-
ments support, as well as within the framework 
of the HIPC Initiative, number 964. All ma-
jor economic and social sectors have benefitted 
from the Fund’s assistance, including agricul-
ture, transportation, health, education, water 
supply and sewerage, industry, energy, etc.
      The Director General further indicated 
that a total of 45 operations had been approved 
under the Fund’s Private Sector Facility. As of 
the end of July 2003, cumulative commitments 
through this window totaled $218.9m.
      In addition, the Fund has approved a to-
tal of 636 grants in support of various activi-
ties in the areas of technical assistance, food 
aid, emergency relief and research. Cumulative 
grant commitments, as of the end of July 2003, 
amounted to $299.1m, of which $198.2m has 
been disbursed. Moreover, the Fund has con-
tributed, in grant form, substantial amounts to 
the resources of other international develop-
ment institutions benefiting the South; these 
contributions total $971.8m, most of which 

has been disbursed. To date, the Fund has pro-
vided financial assistance to 110 countries in 
Africa, Asia, Latin America and the Caribbean, 
the Middle East and Europe.
      In this session, the Board approved five 
public sector project loans and one programme 
loan worth a total of $58.3m and detailed as 
follows:

      All of the above loans have a maturity 
of 20 years, including a grace period of five 
years, and carry interest at rates ranging from 
one per cent to 1.25 per cent for low-income 
countries Burkina Faso, Cameroon and Sierra 
Leone, while the remaining loans to the mid-
dle-income countries bear interest rates rang-
ing from 2.25 per cent to three per cent.
      The five project loans will be co-financed 
with the governments of the beneficiary coun-
tries and with other donors including the Is-
lamic Development Bank, the Economic 
Community of West African States Regional 
Development Fund, the International Fund for 
Agricultural Development and the West Afri-
can Development Bank.
      Three grants were also approved by the 
Board and were directed at financing activi-
ties in the multi-sectoral and agriculture sec-
tors. They total $1.93m.

— $300,000 to support sustainable devel-
opment of the drylands in West Asia and 
North Africa;

— $930,000 to help finance seven social 
projects in Palestine, to be drawn from the 
Special Grant Account for Palestine; and

— $700,000 to boost food security in Cam-
bodia, Haiti and the Sudan.

      The Board also discussed the Fund’s Private 
Sector Facility: one new private sector invest-
ment proposal was approved and a number of 
pipeline proposals considered.

Country Operation $ million

Burkina Faso Kaya-Dori national road 7.0

Cameroon Sangmelima district hospital 6.7

Sierra Leone Commodity imports programme 9.5

Syria Mehardeh power plant cooling system 13.2

Tunisia Beja Higher Institute of Technology 12.0

Turkey Sivas-Erzincan development 9.9

Total 58.3

OPEC Fund Governing Board
holds 104th Session
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Forthcoming events

London, UK, January 26–27, 2004, Risks and 
opportunities in Caspian and Central Asian oil 
and gas pipeline partnerships. Details: CWC As-
sociates Ltd, 3 Tyers Gate, London SE1 3HX, 
UK. Tel: +44 (0)20 7089 4200; fax: +44 (0)20 
7089 4201; e-mail: bookings@thecwcgroup.c
om; Web site: www.thecwcgroup.com.

Calgary, AB, Canada, January 26–27, 
2004, Workforce planning and recruitment 
for the energy industry — strategies to ensure 
the continuity of your skilled labour force in 
the face of severe shortages. Details: The Ca-
nadian Institute, 1329 Bay Street, Toronto, 
Ontario M5R 2C4, Canada. Tel: +1 877 
927 7936; fax: +1 877 927 1563; e-mail: 
customerservice@canadianinstitute.com; 
Web site: www.canadianinstitute.com.

Madrid, Spain, January 26–28, 2004, 4th 
annual Spain energy conference — Realis-
ing potential in the Iberian energy market. 
Details: CWC Associates Ltd, 3 Tyers Gate, 
London SE1 3HX, UK. Tel: +44 (0)20 7089 
4200; fax: +44 (0)20 7089 4201; e-mail: 
bookings@thecwcgroup.com; Web site: 
www.thecwcgroup.com.

Dubai, UAE, January 27–28, 2004, Middle 
East, South Asia and Africa LPG markets, trade 
and shipping. Details: Centre for Management 
Technology, 80 Marine Parade Road #13-02, 
Parkway Parade, Singapore 449269. Tel: +65 
6345 7322/6346 9132; fax: +65 6345 5928; 
e-mail: cynthia@cmtsp.com.sg; Web site: 
www.cmtevents.com.

Houston, TX, USA, January 27–28, 
2004, Enterprise energy management plans. 
Details: IQPC. Tel: +44 (0)20 7368 9300; 
e-mail: enquire@iqpc.co.uk; Web site: 
www.iqpc.co.uk.

Gauteng, South Africa, January 27–28, 2004,
Power deliverability and reliability. Details:
IQPC. Tel: +44 (0)20 7368 9300; e-mail: 
enquire@iqpc.co.uk; Web site: www.iqpc.co.uk.

Aberdeen, UK, January 28–29, 2004, 
Improved oil recovery Europe 2004. Details:
IQPC. Tel: +44 (0)20 7368 9300; e-mail:
enquire@iqpc.co.uk; Web site: www.iqpc.co.uk.

The Hague, Netherlands, January 28–29, 
2004, Exploration and development of 16 
onshore and offshore blocks, Iran. Details: IBC 
Energy Conferences, Informa House, 30–32 
Mortimer Street, London, W1W 7RE, UK. 

Tel: +44 (0)20 7017 4025; fax: +44 (0)20 7017 
4039; e-mail: charlotte.hunt@informa.com; 
Web site: www.ibcenergy.com.

London, UK, January 29–30, 2004, How to 
manage the evolving relationship between NOCs 
and IOCs through effective production sharing 
agreements. Details: IQPC. Tel: +44 (0)20 7368 
9300; e-mail: enquire@iqpc.co.uk; Web site: 
www.iqpc.co.uk.

Boston, MA, USA, February 2–3, 2004, 
5th annual north-east natural gas symposium: 
Maximizing opportunities and minimizing 
risks in a volatile market. Details: American 
Conference, 41 West 25th Street, 9th fl, 
New York, NY10010, USA. Tel: +1 212 
352 3220; fax: +1 212 352 3231; e-mail: 
customerservice@americanconference.com; 
Web site: www.americanconference.com.

London, UK, February 2–3, 2004, E & P data 
and information management VI. Details: SMi 
Conferences Ltd, 1, New Concordia Wharf, 
Mill Street, London, SE1 2BB, UK. Tel: +44 
(0)20 7827 6000; fax: +44 (0)20 7827 6001; 
e-mail: customer_services@smi-online.co.uk; 
Web site: www.smi-online.co.uk.

New Delhi, India, February 3–7, 2004, 
Elecrama-2004, 6th international exhibition 
of power, electrical, industrial electronics and 
allied products. Details: IndiaCore Response 
Team, 114 B, Jaina Tower II, District Centre, 
Janak Puri, New Delhi 110 058, India. Tel: 
+91 11 2554 2551; fax: +91 11 5158 9329; 
e-mail: info@IndiaCore.com; Web site: 
www.indiacore.com.

London, UK, February 4, 2004, Coping with 
a crisis: business continuity and recovery strate-
gies and their implementation. Details: SMi 
Conferences Ltd, 1, New Concordia Wharf, 
Mill Street, London, SE1 2BB, UK. Tel: +44 
(0)20 7827 6000; fax: +44 (0)20 7827 6001; 

e-mail: customer_services@smi-online.co.uk; 
Web site: www.smi-online.co.uk.

Cairo, Egypt, February 10–11, 2004, 2nd 
annual Egypt gas and power donference. De-
tails: CWC Associates Ltd, 3 Tyers Gate, 
London SE1 3HX, UK. Tel: +44 (0)20 7089 
4200; fax: +44 (0)20 7089 4201; e-mail: 
bookings@thecwcgroup.com; Web site: 
www.thecwcgroup.com.

London, UK, February 10–13, 2004, Me-
chanics and operations of oil trading. Details: 
The Petroleum Economist Ltd, PO Box 105, 
Baird house, 15/17 St. Cross Street, London 
EC1N 8UW, UK. Tel: +44 (0)20 7831 5588; 
fax: +44 (0)20 7831 4567/5313; e-mail: 
marketing@petroleum-economist.com; Web 
site: www.petroleum-economist.com.

Denver, CO, USA, February 11–12, 2004, 
3rd annual Rocky Mountain gas symposium 
— improving access and capacity for maxi-
mum results in the Rockies. Details: American 
Conference, 41 West 25th Street, 9th fl, New 
York, NY10010, USA. Tel: +1 212 352 3220; 
fax: +1 212 352 3231; e-mail: customerservic
e@americanconference.com.

Kuala Lumpur, Malaysia, February 11–12, 
2004, Cost effective drilling and cuttings man-
agement Asia 2004. Details: IQPC. Tel: +44 
(0)20 7368 9300; e-mail: enquire@iqpc.co.uk; 
Web site: www.iqpc.co.uk.

London, UK, February 11–13, 2004, 
Electrical power in Iraq — the way forward. 
Details: CWC Associates Ltd, 3 Tyers Gate, 
London SE1 3HX, UK. Tel: +44 (0)20 7089 
4200; fax: +44 (0)20 7089 4201; e-mail: 
bookings@thecwcgroup.com; Web site: 
www.thecwcgroup.com.

Mumbai, India, February 11–14, 2004, 
Oceantex 2004: Gastech India 2004 — Refining 
and energy 2004 — Transport & logisitcs 2004 
— WorldTech Expo 2004. Details: Chemtech 
Foundation, 26, Maker Chambers VI, Nar-
iman Point, Mumbai - 400 021, India. Tel: 
+91 22 22874758/59; fax: +91 22 22870502; 
e-mail: deepak_mukhi@jasubhai.com; Web 
site: www.chemtechwe.com.

London, UK, February 12–15, 2004, 
Understanding global energy supply logistics. 
Details: The Petroleum Economist Ltd, PO 
Box 105, Baird house, 15/17 St. Cross Street, 
London EC1N 8UW, UK. Tel: +44 (0)20 7831 
5588; fax: +44 (0)20 7831 4567/5313; e-mail: 
marketing@petroleum-economist.com; Web 
site: www.petroleum-economist.com.

Tripoli, SP Libyan AJ
January 20–22, 2004

8th Mediterranean Petroleum 
Conference and Exhibition

Details: MPC 2004
            International Energy Foundation
            PO Box 83617, Tripoli, Libya
            Tel: +218 21 3331832–34
            Fax: +218 21 3331831
            E-mail: mpc2004@ief-ngo.org
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OPEC Meetings

The WTO 5th Ministerial Meeting took place in Cancun, 
Mexico, September 10–15, 2003.

The 100th Meeting of the Economic Commission Board 
was held in Vienna, Austria, September 16–19, 
2003.

The 45th Meeting of the MMSC was held in Vienna, 
Austria, September 23, 2003.

The 110th (Extraordinary) Meeting of the Board of Gover-
nors was held in Vienna, Austria, September 23, 2003.

The 127th Meeting of the Conference was held in Vienna, 
Austria, September 24, 2003.

The 2nd Meeting of OPEC Deputy Ministers of Petroleum/
Energy to discuss long term strategy was held in Vienna, 
Austria, September 25, 2003.

A Meeting of Member Country PR Liaison Officers/
Experts was held in Vienna, Austria, October 22, 2003.

Secretary General’s diary

The 25th Oxford Energy Seminar was held in Oxford, 
England, September 1–11, 2003.

The Middle East Petroleum & Gas Conference (MPGC 
2003), organized by The Conference Connection, was 
held in Dubai, UAE, September 7–9, 2003.

The First US-Arab economic forum was held in Detroit, 
USA, September 28–30, 2003.

The Institute of Petroleum’s autumn lunch took place 
in London, UK, October 22, 2003.

Secretariat missions

The 5th Session of the WTO Ministerial Conference was organized 
by the World Trade Organization and held in Cancun, Mexico, 
September 10–14, 2003.

Trips to Member Countries by an OPEC News Agency (OPECNA) 
representative were arranged, touring Saudi Arabia, Kuwait, IR Iran 
and the United Arab Emirates during September 14–27, 2003.

The IEF Executive Board Working Group, the Executive Board and 
the Informal Support Group meetings were organized by the Inter-
national Energy Forum and held in Isfahan, IR Iran, September 
27–29, 2003.

The 10th Mediterranean Gas Conference was organized by Over-
view Conferences and took place in Algiers, Algeria, September 
29–October 1, 2003.

The CGES 7th Annual Symposium, organized by the Centre for 
Global Energy Studies, was held in Surrey, England, October 
6–7, 2003.

A seminar on World economics for oil and gas — the strategic dimen-
sion was organized by the CWC Group, and held in London, UK, 
October 6–8, 2003.

OAPEC’s 10th Coordination Meeting on the Environment, organized 
by the Organization of Arab Petroleum Exporting Countries, took 
place in Cairo, Egypt, October 7–8, 2003.

The 4th Meeting on Oil Data Transparency, organized by the IEA, 
Eurostat, APERC, OLADE and OPEC, was held in Cairo, Egypt, 
October 8–9, 2003.

The IPI World Congress and 52nd General Assembly were organized 
by the International Press Institute and took place in Salzburg, 
Austria, October 13–16, 2003.

A conference on The oil field services market in Russia and the 
CIS was organized by EF International and held in London, UK, 
October 14–15, 2003.

The 6th scientific conference on Globalization & economics in 
Kuwait was organized by the Kuwait Economic Society and held 
in Kuwait, October 18–19, 2003.

A seminar on Maximizing oil revenue, market share vs price (the 
case of Iran) was organized by the Institute for International En-
ergy Studies, Tehran, and took place in Tehran, IR Iran, October 
18–19, 2003.

The UNFCCC workshop on economic diversification took place in 
Tehran, IR Iran, October 18–19, 2003.

A conference on The rehabilitation and development of Iraq’s oil 
sector was organized by CWC and held in Geneva, Switzerland, 
October 20–21, 2003.

A conference on Oil and Gas Transportation in the CIS & Caspian 
Region was organized by The Energy Exchange Ltd and held in 
Vienna, Austria, October 21–22, 2003.

The 3rd meeting of the UNECE Ad Hoc Group of Experts on the 
harmonization of terminology for fossil fuel reserves/resources, or-
ganized by UNECE, was held in Geneva, Switzerland, October 
30–31, 2003.

Forthcoming OPEC Meetings

The 129th (Extraordinary) Meeting of the OPEC Conference will be 
held in Algiers, Algeria, February 10, 2004.

The 130th Meeting of the OPEC Conference will be held in Vienna, 
Austria, March 31, 2004.

The 131st (Extraordinary) Meeting of the OPEC Conference will be 
held in Beirut, Lebanon, June 3, 2004.
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For an in-depth look
at the oil market
and related issues

the OPEC Review
contains research papers
by experts from across

the world

Now in its 27th annual volume, the 
OPEC Review is published quarterly. 

Its content covers the international oil 
market, energy generally, economic 
development and the environment.

Subscription enquiries to: Blackwell 
Publishing Journals, 9600 Garsington 
Road, Oxford OX4 2DQ, UK. Free 
sample copies sent on request.

Energy economics and related issues

People wishing to submit a paper for 
publication should contact the Editor-in-
Chief of the OPEC Review, Dr Omar Fa-
rouk Ibrahim, at the Public Relations and 
Information Department, OPEC Secre-
tariat, Obere Donaustrasse 93, A-1020 
Vienna, Austria.

“The principal objective of the OPEC Review is to 
broaden awareness of (energy and related) issues, 
enhancing scholarship in universities, research
institutes and other centres of learning.”

Recent issues
June 2003

Oil outlook to 2020 — Adnan Shihab-Eldin, 
Mohamed Hamel and Garry Brennand
The importance of weighted variables to 
OPEC’s production quota allocation — 
Mahmoud Al-Osaimy and Aziz Yahyai
The efficiency of natural gas futures markets 
— Ahmed El Hachemi Mazighi
Electric load forecasting for northern Vi-
etnam, using an artificial neural network 
— Subhes C Bhattacharyya and Le Tien 
Thanh

March 2003
Price elasticity of demand for crude oil: 
estimates for 23 countries — John C B Cooper
Ownership of associated and discovered 
gas in Nigeria under the old joint venture 
contracts — Andrew L Chukwuemerie
An introduction to the economics of 
natural gas — Ferdinand E Banks
OPEC production agreements: a detailed 
listing — OPEC Secretariat

December 2002
New energy technologies: trends in the 
development of clean and efficient energy 
technologies — Adnan Shihab-Eldin

Oil and macroeconomic fluctuations in 
Mexico — François Boye
Energy indicators — OPEC Secretariat
OPEC official statements — OPEC 
Secretariat

September 2002
Risk measurement for oil and gas explora-
tion: the marriage of geological and financial 
techniques — Thomas Stauffer
The prospects for the oil sector in the Iraqi 
economy after sanctions — Imad Jabir
Energy use and GDP growth, 1950–97 
— Rögnvaldur Hannesson
Oil price movements and globalisation: is there 
a connection? — Robert Looney

June 2002
Oil outlook to 2020 — Rezki Lounnas and 
Garry Brennand

Short-term forecasting of non-OPEC supply 
— a statistical analysis — S M R Tayyebi 
Jazayeri and A Yahyai
Using non-time-series to determine supply 
elasticity: how far do prices change the Hub-
bert curve? — Douglas B Reynolds
A simple economic analysis of electricity 
deregulation failure — Ferdinand E Banks

March 2002
Short-term forecasting of non-OPEC 
supply: a test of seasonality and seasonal 
decomposition — S M R Tayyebi Jazayeri 
and A Yahyai
Evidence that the terms of petroleum 
contracts influence the rate of development 
of oil fields — Mustafa Bakar Mahmud and 
Alex Russell 
Stimulation of investment in international 
energy through Nigerian tax exemption laws 
— Uche Jack Osimiri
Energy indicators — OPEC Secretariat

December 2001
Oil outlook to 2020 — Adnan Shihab-Eldin, 
Rezki Lounnas and Garry Brennand
OPEC oil production and market 
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