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Paris Agreement: The oil industry’s outlook for peak demand 
scenario 
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OPEC 2016 Outlook: Total primary energy demand by region 

Energy mix continues to see fast growth for renewables, but 53% of the world’s 

energy needs will still be satisfied by oil and gas in 2040 3 
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OPEC 2016 Outlook: World primary energy demand by fuel type 

Million Barrel Oil Equivalent per day (mboe/d) 
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OPEC Medium and Long Term Outlook 

• Medium-term oil demand revised upwards by 1 mb/d in 2021, but long-term oil demand is revised 

downwards by 0.4 mb/d in 2040 

 

• Demand growth comes mainly from the road transportation, petrochemicals and aviation sectors 

 

• Future car fleet: increasing, particularly in Developing countries, and more non-conventional 

 

• Driving forces in the road transportation sector: increasing car fleet in Developing countries and 

declining oil use per vehicle in the OECD region 5 



EIA US Govt. Outlook: World Changing Energy Mix 
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EIA US Govt. Outlook: World Changing Energy Mix 
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IEA Outlook: World Changing Energy Mix 
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Fuel shares in world primary energy demand in the New Policies Scenario 

The share of fossil fuels falls gradually through the Outlook period, though they 
remain dominant in 2040, each accounting for roughly one-quarter of demand  
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IEA: Coal Play 

Coal continues its march towards Asia, providing much needed electricity but creating 

serious air quality issues 



IEA: Changing Dynamics of Global Demand 
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Energy demand by region 

As China slows, then India, Southeast Asia, the Middle East and parts of Africa & 
Latin America take over as the engines of global energy demand growth 
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IEA: Middle East Energy Outlook to 2040 
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 Geopolitical & market uncertainties are set to propel energy 
security high up the global energy agenda 

 Unrest in the Middle East raises doubts about levels of upstream  
investment, which could spell trouble for future oil supply 

 The Middle East is becoming a major driver of global oil demand – 
tackling fossil-fuel subsidies is a growing imperative 

 Economic diversification is required for the Middle East’s long-

term prosperity & to reduce its exposure to oil market volatility 

 The Middle East is and will remain a cornerstone of global oil 

production, and will continue to be vital to the energy markets 

 

 

 

 

 



IEA: Instability in the Middle East is a Major Risk to Oil Markets 
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2013 2020 2030 2040 2015 

Oil production growth  
 

The short-term picture of a well-supplied market should not obscure future risks as 
demand rises to 104 mb/d & reliance grows on Iraq & the rest of the Middle East 
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     & reliance grows on the Middle East, particularly Iraq 

in the United States, Canada, Brazil & the Middle East 



IEA: The Changing Geography of Oil Demand 
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Growth in world oil demand by region 

The Middle East makes the 3rd largest contribution to growth in oil demand, driven by 
robust economic growth & subsidised prices; its demand rises to 11.3 mb/d in 2040  
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IEA: Fossil-fuel subsidies remain a major problem in MENA 
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Fossil-fuel subsidies in key countries, 2013 

Fossil-fuel subsidies totaled $550 billion & are a major barrier to improving efficiency  
& deploying renewables; the MENA region made up almost half of the global total 
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Changing Dynamics in Oil Markets 

20 years of oil demand: 

top 20 oil-consuming 

countries in 1994 and 

2014. 

 

Source: BP Statistical 

Report 2015 
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US Oil Imports 

This is where the US buys its oil. In the past, Trump has said (without much clarity) it 

might stop buying from Saudi Arabia. 
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EIA: US Oil Import and Export 
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OPEC Quota Pre November 2016 Oil Deal 

Highest ever OPEC quota for Iran was set at 4.11m barrels a day in 2005. 

 

Saudi Arabia quota then was 9.09m b/d. 
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OPEC Oil Production: Secondary Source vs. Direct Communications 

Pre November 2016 Negotiations by OPEC Member Countries 
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Iran Oil Production: The scene could change post sanctions 
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Iraq’s increase in oil market share over the past few years has mainly come at the expense of Iran 
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Saudi Arabia’s Economic Position 

• Foreign currency reserves in significant decline 

• Annual budget deficit is more than $80 billions 

• Annual spending on military and security is over 30% of budget 

• Planning to auction 50% of Aramco within 10 years 

• Two-third of Saudi citizens on government payroll 

• KSA Govt. salaries is around 45% of the annual budget 

• In 2015, KSA Govt. paid $128 just for salaries 

• IMF expect that KSA could loose its currency reserves within 5 years if it continues on this rate 

of spending and without radical reform 
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EIA: US Oil Production History 

U.S. crude oil production in 2015 was the highest since 1972, but has since declined 
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GCC Hydrocarbon Vulnerability, 2014 

*Includes gas on BOE basis. 

Source: MEES (2014), based on IMF data; IMF (2016). 
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Selected Economic Indicators for the GCC, 2013–2016 
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Percent of GDP, 

Source: IMF (2016) 

GDP Per Capita, PPP (Constant 2011 International $) in 

the GCC Compared with the United States, Germany, 

and Japan, 2014. Source: World Bank (2016) 
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Global oil and natural gas upstream development capital expenditure, 

actual and forecast (2015,2016) 

Source: WSJ 
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Oil Price Outlook – How Analysts Differ in Forecasting 

Sources: International Energy Agency (OPEC and non-OPEC production; IEA via 

Thomson Reuters (production, chart 6); Thomson Reuters (Brent prices); Rystad 

Energy (capital expenditure); the companies (price forecasts) 26 
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Nov 2016 OPEC “Deal” 

Saudi Arabia accounts for 

31% of OPEC crude oil 

output -- but its shouldering 

41% of the cut (due to Iran, 

Libya and Nigeria 

exception) 
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OPEC Past and Present 

• OPEC has departed from its historic role as 

swing producer to defend its market share. 

 

• Historically, OPEC could reduce or increase 

output to change the direction of Brent crude-

oil futures prices. 

 

• OPEC accounts for a third of the world’s oil. 

 

• Production in 2014; Includes natural-gas 

liquids and condensates 

 

• But a surge in U.S. shale-oil output is 

challenging its dominance. 

 

• Change since the first quarter of 2010 in 

crude-oil production, in millions of barrels. 

 

• OPEC has ramped up output in 2015 and 

2016 

 

• …while OPEC’s rivals are cutting investment 

in response to lower prices. 
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MARKET SHARE: OPEC is no more a swing producer. It may struggle to unite members - 
and, just as crucially, non-members - to cut production or to commit to future promises. 

Market Share in 2015 
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Game Changer: From O&G companies to G&O companies 
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Oil Production Cost 
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Wait for the US Shale & non-OPEC response to $50+ oil price 

With growing competition over oil market share & producers' dependency on 

petrodollar, OPEC is becoming more & more meaningless. 
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Note: WTI is a light crude oil, with an API gravity of around 39.6 and specific gravity of about 

0.827, which is lighter than Brent crude. It contains about 0.24% sulfur thus is rated as a 

sweet crude oil (having less than 0.5% sulfur), sweeter than Brent which has 0.37% sulfur. 

WTI is refined mostly in the Midwest and Gulf Coast regions in the U.S., since it is high 

quality fuel and is produced within the country. 

Dominant Production: Sour & Medium Density 
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World’s top oil producer (mn b/d): Saudi output recently edged past the US for 
the first time since 2014, but US set to regain top spot 

34 



1.5 cm 

How Global Oil Flows Might Look After OPEC’s Supply Shock 
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#OPEC Says #Oil Supply Cuts Won’t Re-Balance Market Until 2017 Second-Half 
IEA, EIA, OPEC – all have different views 
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U.S. oil rig count rises +13 to 523 (highest since January 2016) 
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IMF Reading 

IMF growth expectation in global economy: 3.1% (2016), 3.4% 

(2017) and oil price forecast for 2017 to be $50.6 

38 



1.5 cm 

Oil Breakeven 
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KSA Oil Assumptions & Budgets 2016-2020 

Saudi Arabia assumption for Budget 2017 is "Conservative" $49 a barrel 
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Understanding Federalism in Iraq 

Source: Luay Al-Khatteeb, Brookings Article, Dec 2013 
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IRAQ 2015 - Case Study 

Tourism 

Industry 

Oil 

Agriculture 

Economy 

• 2016 Budget: $100bn 

• Oil Revenue: $45bn 

• Federal Reserves: $48bn 

• Actual deficit: ??% 

• Expenditure: 100% 

• Cost of war: 20% of Iraq’s GDP 

• Baghdad Payroll: 7m @ $4b/month 

• Erbil Payroll: 1.4m @ $750m/month 

• Oil – single source of income 

• Kurdistan Oil 700kb/d 

• Basra Oil 3.6mb/d 

• Baghdad debts to IOCs: $15bn 

• Erbil debts to IOCs: $4bn 

• KRG Total Debts: Over $26bn 

• Other KRG Debts: $10bn 

• Gas flaring 1.8bcf/day 

• Subsidies: $14bn/a 

• Ration: $6bn/a 

State & Nation 

• Centralism vs. Federalism 

• Anarchic Democracy 

• Challenge National Reconciliation 

• Legacy Regime Rules 

• Security CrISIS 

• 3.5m Refugees (IDPs) 

 

International Politics: Conflicting Foreign Policy 

• Troubled Region 

• 6 Difficult Neighbors 

• UNSC Members: Clash of Coalitions 



Oil Security Jun-Oct 2014 



Iraq Petroleum Map (Ministry of Oil - MoO) 
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Kurdistan to offer 20 blocks in licensing round (2016) 



Kurdistan of Iraq Petroleum Map (MEES, MNR) 
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Oil & Gas Iraq National Energy Strategy Scenarios 2012: 
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INES 2012: Iraq’s Oil & Gas Development Cost ($bn) 
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Iraq’s Total Oil Production 

Peak in 2016 (MEES, MoO) 

IOCs Revenues from 

Southern Oil Fields (MEES, 

MoO) 
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Iraq’s Federal Budgets 2003-2016 (Ministry of Finance) The 1st Revision of Southern Oil Fields (MoO) 

Iraq’s Total Oil Production Peak in 2016 (MoO) 
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KRG Gas & Power Sector 



Iraq Can’t Count on Kurds or Oil 
Companies to Meet OPEC Cuts 
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IEI Gas Supply and Demand Scenarios (Iraq Energy Institute) 
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Ministry of Electricity vision on Gas & Power (2011) 
Ministry of Electricity Power Master Plan (not including Kurdistan) - Parsons Brinckerhoff 

Analysis by: 

Iraq Energy 

Institute (IEI) 
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Scenario 2015 4.5 4 18 8.5 2.2 1 3.2 0.8 

Scenario 2020 7 6.3 23 16.5 4.2 1.3 5.5 0.8 

Scenario 2030 10 9 37 32 8 1.5 9.5 -0.5 
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1. Implement Federalism and establish the Federal Energy Council 
2. Adopt aggressive strategy on E&P, Down-Mid/stream, IPP before 2020 
3. Offer better commercial terms to attract foreign investment 
4. Explore best offers through direct negotiations with multinationals 
5. Develop all non-associated gas assets by 2025 to meet local demand, 
6. Utilize gas for local industries and monetize surplus for export 
7. Consider competent consortiums for integrated mega projects, 
8. By 2020, must achieve zero flaring target and oil outlet diversity 
9. Develop competitive international marketing strategy for petroleum 
10. Review budgets with radical reform, cap spending, and implement 

serious plan to shift public employment to private sector. 

Conclusion: Be Ready for 2040 – a world after oil dependency 
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Thank you for your attention 

Twitter: @Al_Khatteeb 
e: Luay@iraqenergy.org 
w: www.iraqenergy.org 

m: +44 7792731856 
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