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KUWAIT: A number of negative devel-
opments on the global economic front
further exacerbated by oil  market
demand and supply situations sent oil
prices spiraling downwards to multi-
month lows during July-15 and in the
first week of August 2015 only to
bounce back temporarily by almost 4%
at the start of the second week led by
speculators and bullish traders. On the
economic front, Greece continued talks
on a bailout deal with its lenders where-
as stock market in China continued to
slide after a failed government interven-
tion to assuage the economic slow-
down.  

In a significant development, the
Chinese central bank lowered the daily
reference rate of Yuan by 1.9% in order
to fire up the economy and support
exporters sending the currency to the
lowest level in two decades. Although
the government termed the move as a
one time adjustment, the devaluation
sent ripples across global markets trig-
gering a commodity and emerging cur-
rencies selloff including. The apprecia-
tion in the USD triggered by the devalu-
ation made China’s oil imports dearer,
which is expected to result in a slow-
down in China’s oil demand, at least in
the near term. The devaluation also
comes after a report showed steep fall in
China’s exports and an unexpected slide
in manufacturing activity and  producer
prices to a near six-year low in July.  

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

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

USD 54.69/b, 43.2% lower as compared
to FY-2014 average of USD 96.29/b. 

Kuwait Blend Spot Price FOB contin-
ued to decline for the second consecu-
tive month and averaged at USD 53.9/b
during July-15, USD 5.4/b or 9.1% after
two consecutive months of strong gains.
Kuwait oil price continued to decline in
August-15 falling to USD 46.34/b (as of
6-August-15) its lowest point since
January-15. 

Meanwhile, European Brent Spot
Price FOB averaged at USD 56.56/b dur-
ing July-15 recording a decline of 8.0%
or USD 4.92/b.  

Oil Prices 
The slide in oil prices continued in

July-15 falling 10.0% to a monthly aver-
age price of $54.19/b as compared to
$60.21 in June-15. The declining trend
continued in August-15 as OPEC oil price
touched a six-month low of $46.95/b at
the end of the first week. After oil prices
apparently stabilized in June-15, the cur-
rent second round of slump in global oil
prices is due to multiple factors that
include rising production in the US,
Saudi Arabia, Iraq and the prospect of
new oil from Iran, a strong USD, weak
economic data from China and an
increase in rig count in the US from 664
to 670 at the end of the first week of
August. Although oil importers like India
and China continue to report strong
demand for oil, the economic growth in
China is reported to show lackluster per-
formance as compared to historical
trend. Moreover, a higher than expected
decline in US crude inventories also
failed to lift sentiments surrounding oil
prices.  Meanwhile, there were specula-
tions that OPEC is planning an emer-
gency meeting led to a temporary run
up in oil prices; however, the group clari-
fied that it has no plans to hold an emer-
gency meeting to arrest the slide in oil
prices.  

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

Kuwait Blend Spot Price FOB contin-
ued to decline for the second consecu-

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

World Oil Demand 
World oil  demand for 2016 was

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

Total world oil demand for 2015 was
revised upward from the previous
month’s estimate by 90 tb/d and is
expected to expand by 1.38 mb/d from
the 2014 level to average around 92.61
mb/d. The revision primarily reflected
higher-than-expected demand in OECD
Americas and Europe during Q1-15 and
Q2-15 partially offset by marginally low-
er demand in OECD Asia Pacific. Data
until May-15 showed that oil demand in
the US continued to be high for all the
main product categories, primarily road
transportation fuels in line with the low
price environment, whereas in Europe,
June-15 data showed continued growth
in demand but at a slightly slower pace
as compared to the previous months.
The 1H-15 data for the European Big 4
shows that oil demand increased by
2.1% year-on-year driven by the trans-
portation and industrial fuels. For the
remainder of 2015, oil  demand in
Europe is expected to improve; howev-

er,  the uncertainties related to the
region’s economic development contin-
ues to reflect in projections. In OECD
Asia Pacific, oil demand in Japan would
decline with the restarting of some of
the nuclear reactors that would curb the
use of crude for electricity generation.
Meanwhile,  June -15 oil  demand in
China was stronger that expected with a
year-on-year growth of 0.49 mb/d
resulting in a total consumption of 10.9
mb/d.  

World Oil Supply 
Non-OPEC oil supply in 2015 was

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

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

OPEC Oil Production & Spare Capacity 
Total OPEC production during July-

2015 declined by 0.36 mb/d or 1.1% to
32.1 mb/d as the increase in production
in Saudi Arabia was more than offset by
a decline in production by other major
oil producers in the OPEC. Although
Bloomberg data suggests a decline,
OPEC’s monthly report highlighted that
oil  production by OPEC in July-15
reached the highest level since May-12
to 31.5 mb/d indicating an increase of
101 tb/d, compared with the previous
month. 

The slump in oil price is also affecting
investment in the oil  industry.
According to data from  Wood
Mackenzie,  the value of contracts
awarded for the twelve months ended
April-15 related to oil and natural-gas
investment projects in the Middle East
fell by 53% year-on-year to USD 93 Bn
as a direct result of declining oil rev-
enues and the bleak outlook for the oil
market. Particularly, the 2.2 Bn barrels of
oil deep-water oil projects in Nigeria
and Angola, which have a breakeven
price of as high as USD 70/b, may have
to be deferred.  

Meanwhile, in an apparent relief for
the oil market, the IEA raised its oil
demand outlook for 2015 and 2016 by a
steep margin and said that non-OPEC
supply growth would decline next year,
primarily the US producers. The group
expects the biggest demand growth in
five years and thereby raised the oil
demand outlook by 1.6 mb/d in 2015 up
260 tb/d from its forecast last month,
citing solid economic growth and con-
sumers responding to lower prices. For
2016, the group expects a growth of 1.4
mb/d (up 410 tb/d from its previous
forecast) backed by persistent macro-
economic strength in 2016. IEA also
forecasted that non-OPEC supply
growth would slow sharply from 2.4
mb/d in 2014 to 1.1 mb/d in 2015 and
further contract to 200 tb/d in 2016.    

According to Bloomberg data, pro-
duction in Saudi Arabia increased by 70
tb/d to 10.57 mb/d in July-15 as com-
pared to 10.50 mb/d in June-15. The
Kingdom produced at the rate of 84.6%
of its capacity (which continues to be at
12.5 mb/d) as compared to 84% in the
previous month. Consequently, its total
share of OPEC production increased
from 32.3% at the end of June-15 to
32.9% at the end of July-15. Meanwhile,
production in Iraq saw a steep decline
of 4.4% or 194 tb/d to 4.2 mb/d.
Production in Nigeria also declined by
3.6% or 70 tb/d to 1.88 mb/d during the
month.  

Oil prices slide as Greece continues bailout deal talks
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KUWAIT: Ahli United Bank proudly
announced the success of their
newsalary transfer campaign aimed
at encouraging customers deposit
their salary with the bank, the cam-
paign received great appreciation by
customers and was positively per-
ceived. With this campaign, cus-
tomers are granted a cash gift of KD
100 upon transferring their salary to
Ahli United Bank, and in case a new
salary account is opened with the
bank, customers get instant issuance
of ATM cards. Customers will also get
the chance to issue a credit card with
free subscription fees for the first
year and the option to issue a sup-
plementary card along with it.

On this occasion, Moataz El-Rafie-
Senior Deputy Chief Executive
Officer Banking Group - at Ahli
United Bank demonstrated the fea-
tures of the campaign by stating
that in addition to the above, cus-
tomers can take advantage of the
products offered by Ahli United
Bank, which include finances up to
70,000 KD at a competitive profit
rate. The Bank allocated more than
one channel to communicate the
salary transfer campaign through
the bank website, or by contacting
Haykom service. Customers can also
visit any of the branches which are
equipped with state of the art tech-
nological developments to meet the
highest standards in customer serv-
ice and they can also contact the
bank through the different electron-
ic channels around the clock.

El-Rafie added that Ahli United
Bank is happy to receive customers
through their exclusive branches
network that is widely distributed all
over Kuwait where competitive
products and offers that attract the
attention are available. The Salary

Transfer campaign is launched to
welcome customers who did not get
the chance, to experience the wide
range of features and attractive
offers tailored to meet the aspira-
tions and needs the bank has to
offer.

TAHAWUS: New tank car safety stan-
dards coupled with a slump in oil-by-
rail shipments are causing headaches
for many in the railroad business, but
for a struggling scenic railroad in the
Adirondacks and other short-line
operators, they may bring salvation.

Ed Ellis, president of Saratoga and
North Creek Railway, said he plans to
store up to 500 empty tank cars for a
year or more on seldom-used tracks
near the High Peaks Wilderness
region of the Adirondacks. He esti-
mated storage fees could add up to
“seven figures,” ensuring the future of
the cash-strapped tourist train.

“Developing the revenue stream
from the storage is very helpful for
making the railroad viable,” Ellis said
of the Saratoga line, which he noted
several months ago was operating in
the red.

With crashing oil prices and new
pipeline capacity coming online, oil-
by-rail shipments were down 16 per-
cent, or 21,189 carloads, in the sec-
ond quarter of 2015 compared to the
third quarter of 2014 when ship-
ments were at their peak, according
to the Association of American
Railroads.

And new federal rules unveiled in
May call for an estimated 43,000 cars
that haul crude to be phased out or
retrofitted by 2020. Owners of old-
style tank cars need some place to
store them until they can be modi-
fied to better resist puncture in a
derailment, put to work hauling non-
hazardous cargo, cut up for culvert

pipe or sold as scrap.
That means miles-long lines of

black tank cars are showing up on
long-unused rail spurs around the
country as short-line railroads store
them for the leasing companies or
other entities that own them.

Ellis said the Saratoga line’s parent
company, Chicago-based Iowa Pacific
Holdings, recently put three miles of
cars in storage at its facilities in
Colorado “and more are coming. ...
We have a guy who’s marketing car
storage for us full time.” Iowa Pacific,
which operates 11 short lines,
announced last month that it was
repurposing track to store up to
10,000 cars taken out of service
because of the new federal safety
rules.

“Right now, there is an apparent
shortage of storage space,” said
George Betke, CEO of Farmrail, a
regional railroad in western
Oklahoma. “We get a couple calls a
week from parties looking to store
cars. Some short line operators are
full.”

Most short line railroads haul low-
value commodities on a limited basis,
Betke said. “You tend to have a side
track that’s not in use. We have a 10-
mile stretch that no longer has a cus-
tomer on it, so it’s a great place to
store strings of cars.”

The railroads negotiate storage
fees, which generally range from $2
to $20 per car, Betke said. Car owners
are willing to pay more for storing
uncleaned tank cars, like the ones

Ellis is seeking, to avoid the $3,500
cleaning fee.

Ellis’s storage plan in New York has
raised objections from environmen-
tal groups because the tracks - from
North Creek to Tahawus - are in the 6-
million-acre Adirondack Park, a
patchwork of public and private land
where development is strictly regu-
lated under state law. Railroads are
governed by federal rules, but state
environmental officials and the
Adirondack Park Agency said they
are looking into whether they have
any oversight in this case.

While the tankers are empty, they
still have residual oil inside, so federal
regulations require them to be
labeled as hazardous. “The Sierra
Club is absolutely opposed to moth-
balling obsolete oil tankers in the
Adirondack High Peaks Wilderness
Area and along the nascent Hudson
River,” said Roger Downs, conserva-
tion director of the club’s Atlantic
Chapter. “At best, this proposal is an
eyesore.”

Peter Bauer, executive director of
Protect the Adirondacks, said miles of
tanker cars aren’t what people are
looking for when they travel to the
mountains. “If you’re a canoeist, you’ll
clearly see these tank cars” if they’re
placed on tracks that border the wild
and scenic rivers, Bauer said.

Ellis said he doesn’t know exactly
where the cars will be stored, but the
public won’t see them unless they
hike more than two miles through
the woods. —AP
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