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IMF must stay, Grexit risk 
not over: EU bailout chief

ATHENS: Greece cannot remove the IMF from its economic bailout, the head
of the EU’s rescue fund said yesterday, adding that the possibility of a Greek
eurozone exit remains if reforms are neglected. “There has to be a financial
contribution because the IMF, according to the ESM Treaty and to the agree-
ment in the July summit, should be part of the program also financially,” Klaus
Regling, head of the European Stability Mechanism, told To Vima weekly.

Greek Prime Minister Alexis Tsipras last week argued that the global
lender’s participation was “not necessary” in the country’s third bailout, high-
lighting the International Monetary Fund’s “unconstructive” position in
demanding tough reforms and guarantees. But Regling warned Sunday: “If
the IMF decides not to participate it could be a big problem.” “My assumption
is that the IMF will participate,” he said, adding that the contribution “is likely
to be small.” Tsipras’ leftist government was forced in July to back down from
its anti-austerity electoral pledges and accept a three-year, 86 billion euro
($94 billion) rescue from its eurozone partners.

At the time, the threat of Greece being forced to leave the eurozone had
been broached in Brussels, and Regling yesterday said the risk was theoreti-
cally still present. “Greece has agreed to implement reforms which are neces-
sary so that its partners can provide the financing needed and Greece can
return to a sustainable economic situation,” the European Stability
Mechanism chief said. 

“But ultimately the possibility is always there, if commitments as a member
of monetary union are not respected,” he said in reference to the so-called
Grexit. Tsipras’ administration has since July pushed through parliament a
number of unpopular bailout reforms, losing part of its majority in the cham-
ber to defections in the process. Next week lawmakers will be called to
approve the privatization of electricity distributor Admie and the sale of non-
performing business loans to distress funds. But Athens must next overhaul its
social security system and possibly cut pensions, a measure that is likely to put
further pressure on the government’s tenuous hold on parliament. — AFP

KABUL: An Afghan day-laborer sieves charcoal at a coal yard in Herat Province.  Afghanistan’s
economy has improved significantly since the fall of the Taleban regime in 2001 largely because
of the infusion of international assistance. Despite significant improvement in the last decade
the country is still extremely poor and remains highly dependent on foreign aid. —AFP 

KUWAIT: Oil prices plunged to histori-
cal lows after OPEC failed to agree on
output targets for its members and
effectively removed a production ceil-
ing in its semi-annual meeting. Prices
declined further, after traders discard-
ed an apparently positive oil invento-
ry report, pushing oil to a seven-year
low level of  $ 34.8/b for OPEC oil. On
the other hand, price of Brent crude
fell below the  $ 40/b mark for the first
time since February-09 to  $ 39.69/b
on 7-December-15. Oil production by
OPEC continues to hover above the 30
mb/d mark and is expected to
increase as Iran scales production to
pre-sanction levels.  

The weekly inventory data released
by the US Energy Information
Administration (EIA) showed a decline
in oil inventory in the US for the first
time in 10 weeks that led to a tempo-
rary surge in oil prices; however, the
trend reversed as it emerged that oil
derivative inventories (distillates and
diesel) continue to be at elevated lev-
els. Moreover, some traders viewed
the decline in weekly inventory in the
US as refiner de-stocking before the
end of the US tax year. US crude sup-
plies for the week ended 4-December-
15 reached 485.9  million barrels after
losing 3.6  million barrels. The report
added that US crude production
dropped 38 tb/d to 9.164 mb/d. 

The demand side factors for the oil
market deteriorated on the back of
several factors. In a key development,
the latest trade data from China
showed a slowing economy. The
country’s exports fell by 3.7 percent in

terms of domestic currency in
November-15, whereas imports
declined by 5.6 percent. This resulted
in a trade surplus for the month, how-
ever, it failed to generate positive
investor reaction. On the other hand,
a warm start to the winter in the US
has led to a decline in demand for
heating oil, which is pretty strong dur-
ing this time of the year.  

After a temporary respite during
October-15, average monthly OPEC
oil price plunged by more than 10
percent to  $ 40.50/b during
November-15, the second steepest
decline in average monthly oil price
in the past 10 months as well as the
lowest average monthly OPEC oil
price since December-08. The price
trend remained weak since the start
of the month and declined further
when it broke the  $40/b support by
mid-month. The trend continued dur-
ing December-15 with average OPEC
oil  price of  $ 37.18/b as of 9-
December-15.  

Kuwait Blend Spot Price FOB also
declined to new lows for the sixth
consecutive month and averaged at
$38.4/b during November-15, a
decline of 11.9 percent as compared
to the previous month’s average. On
the production side, oil production by
OPEC member countries declined
slightly by 33tb/d, according to data
from Bloomberg, primarily on the
back of a decline in oil production in
Nigeria and Libya partially offset by
higher production primarily in Iraq.  

Oil prices 
Oil prices remained weak since the

start of December-15 as it reached
new historical lows during the second
week. Positive inventory data from EIA
also failed to lift sentiments and pro-
vided only a short-lived respite from
the decline. As the market waited for
monthly report on storage and pro-
duction published by International
Energy Agency (IEA), there was also
speculation that the oil storage capac-
ity has peaked in the US and is run-
ning at record high levels that exerted
additional pressure on oil market.
However, the report released by the

IEA discarded the speculation and
said that the concerns regarding the
storage capacity are overblown. The
report said that spare capacity in the
US is not expected to come under
pressure anytime soon due to spare
storage capacity. The report added
that while US inventories are merely
70 percent full, another 230  million

barrels of new storage capacity is
being added.  

The IEA report and a number of
other analyses echoed the view that
oil production has peaked especially
for the non-OPEC producers as
planned new investments to expand
production has seen a significant

decline and this decline will starts
reflecting in production growth. The
scrapping of the oil production limit
by OPEC means that the low-cost
OPEC supply will continue to flow into
the market unabated and drives out
high-cost non-OPEC production.
According to the IEA report, annual
growth in non-OPEC oil supply has
shrunk below 0.3 mb/d in November-
15 as compared to a growth of 2.2
mb/d at the start of 2015. Moreover, a
0.6 mb/d decline in expected in 2016. 

After a temporary respite during
October-15, average monthly OPEC
oil price plunged by more than 10
percent to  $ 40.50/b during
November-15, the second steepest
decline in average monthly oil price in
the past 10 months as well as the low-
est average monthly OPEC oil price
since December-08. The price trend
remained weak since the start of the
month and declined further when it
broke the  $ 40/b support by mid-
month. The trend continued during
December-15 with average OPEC oil
price of  $ 37.18/b as of 9-December-
15. Kuwait Blend Spot Price FOB also
declined to new lows for the sixth
consecutive month and averaged at  $
38.40/b during November-15, a
decline of 11.9 percent as compared
to the previous month’s average.  

World oil demand 
Total world oil demand growth for

2015 was raised slightly from the last
month by 30 tb/d to 1.53 mb/d to
reach 92.88 mb/d for the full year. The
increase primarily reflects better than
expected oil consumption in OECD
Europe and Other Asia. Oil demand
from OECD Europe is expected to
increase from 13.4 mb/d in 2014 to
13.6 mb/d in 2015, a growth of 200
tb/d, whereas oil demand in Other
Asia is expected to increase from

11.42 mb/d in 2014 to 11.76 mb/d in
2015, an increase of 0.34 mb/d.
According to monthly statistics from
the US, oil demand remained flat year-
on-year during September-15 as
strong demand for jet fuel, distillate
and gasoline on the back of lower fuel
price environment and strong

increase in auto sales was offset by
steep decline in demand for
propane/propylene and other prod-
uct requirements. Preliminary data for
October-15 and November-15 point-
ed to an overall positive trend in
demand in the US. Similarly,
September-15 data for European
countries also showed an increase in
oil demand by almost 3 percent or
0.45 mb/d. Auto sales Europe

increased for the 26th consecutive
month in October-15 by almost 3 per-
cent. In OECD Asia Pacific, oil demand
decline in Japan during October-15
after higher demand in the previous
two months, whereas demand in
India increased by a strong 17 percent
year-on-year as all products saw high-
er demand. Oil demand in the Middle
East has also increased unabated dur-
ing October-15 led by Saudi Arabia
with an increase of 15 percent year-
on-year to reach the highest level in
2015. Demand in Kuwait, Iraq, Qatar
and UAE also increased on the back of
higher demand for transportation
fuels.  

Oil demand growth in 2016 was
kept unchanged from the last month
and is expected to reach 1.25 mb/d to
average around 94.13 mb/d. This
growth primarily hinges on economic
growth in the OECD Americas which is
expected to see higher upside risks
whereas in Europe, downside risks
outweigh positive growth factors
resulting in a slight decline in demand
growth in 2016. Oil demand growth in
the Middle East also faces downside
risks in the form of geopolitical turbu-
lence in some countries; however,
higher demand for transportation
fuels in Saudi Arabia, Iran, Kuwait,
UAE, Qatar, Jordan and Iraq would
result in higher overall demand.  

World oil supply 
Non-OPEC oil supply growth in

2015 was also revised upward by 0.28
mb/d as compared to the previous
month’s expectations and is now
expected to grow by 1.0 mb/d to aver-
age at 57.51 mb/d. The increase came
as a result of an upward revision in
supply from the US, UK, Brazil, Russia

and China in Q3-15 as well as expecta-
tions of higher supply in Q4-15. Oil
supply from the OECD countries was
revised up by 0.23 mb/d and is now
expected to grow by 0.71 mb/d in
2015 to average at 24.90 mb/d. The
growth would be driven by higher
supply from OECD Americas (+0.65
mb/d) and OECD Europe (0.10 mb/d),
whereas supply from OECD Asia
Pacific is expected to decline by 0.05

mb/d compared to last year. Oil sup-
ply from OECD Americas is expected
to average at 20.74 mb/d during 2015
as a result of higher supply from US
and Canada partially offset by decline
in supply from Mexico. According to
the latest weekly rig count report
from Baker Hughes, US oil rig count
reach 254 rigs after a decline of 21

rigs, the steepest decline in 2 months.
Meanwhile, oil  supply from the
Middle East is expected to decline by
0.09 mb/d in 2015 led by decline in
supply from Bahrain and Yemen.  

Non-OPEC oil supply was revised
down by 0.25 mb/d in the December-
15 monthly report and is now expect-
ed to contract by 0.38 mb/d as com-
pared to 2015 levels to average at
57.14 mb/d. The decline comes on the
back of higher supply declines in US (-

0.17 mb/d), UK (-0.05 mb/d), Mexico (-
0.13 mb/d) and Kazakhstan (-0.06
mb/d) whereas supply growth in
Australia is expected to decline from
the previous expectation of 0.04 mb/d
to 0.02 mb/d.  

OPEC oil production &
spare capacity 

A number of news developments
during the month pointed to plans
for even higher production rates by
OPEC countries. On one hand Saudi
Arabia called for higher investment in
its downstream sector with almost  $
150 bill ion worth of investments
identified in the petrochemical sector,
a move to develop a more diversified
service-based economy. On the other
hand, Oman Oil’s plans to boost oil
output by investing almost  $2-4 bil-
lion over the next five years. Although
no specific time frame was specified
for the investment, the investment
comes as a part of the effort to reach
a production level of 0.2 mb/d in
2020. Meanwhile, Kuwait plans a capi-
tal spending of  $120 billion in the
energy sector in the next five years
and has already allocated  $50 billion
for the Zour refinery project, a clean
fuels project, for upstream work and
for petrochemicals projects.
Furthermore, the energy minister of
Bahrain said that the MENA region
needs to increase oil production by 5
mb/d over the next 10 years to
replace the natural reduction in out-
put due to the decline in oil field
capacity as well as to meet global
demand. He added that this would
require an investment of  $700 billion
over the next decade.  

According to monthly oil produc-
tion data from Bloomberg, OPEC oil
production declined marginally dur-
ing November-15 by 33 tb/d or 0.1
percent to 32.12 mb/d after an
increase during the previous month.
The decline in production was prima-
rily on the back of lower production
in Nigeria that reported a decline of
141 tb/d during the month to reach
1.88 mb/d. Libya and UAE also saw
marginal decline in oil production
during the month reported at 55 tb/d
and 30 tb/d. On the other hand, the
decline was partially offset by higher
production in Iraq, Saudi Arabia,
Kuwait and Qatar that reported a
combined production growth of 194
tb/d during the month. During
November-15, OPEC produced at
88.03 percent of its capacity, a slight
decline from the previous month.
Saudi Arabia continued to account for

the lion’s share of the total output by
the group, estimated at 32.0 percent
followed by Iraq at 13.1 percent and
UAE at 9.2 percent. Iran continued to
produce at 2.8 mb/d during the
month, in line with the level seen in
the last month. According to reports,
oil  production by OPEC, which
remained slightly above 30 mb/d
mark, is expected to increase further
with 0.5 mb/d of additional output
added by Iran by early next year.  

OPEC dilemma deepens crisis
KAMCO OIL MARKET MONTHLY REPORT 

Shell plans March
shutdown at Pearl
GTL plant in Qatar 

DOHA: Royal Dutch Shell plans a major mainte-
nance shutdown at its Pearl gas-to-liquids (GTL)
plant in Qatar around March next year, a compa-
ny executive said yesterday. A turnaround main-
tenance in March will halt output from one facil-
ity, Train 2, and that could take around one or
two months to complete, Rob Sherwin, Deputy
Country Chairman for Shell Qatar said. 

“Pearl GTL is two identical, parallel trains, we
had Train 1 down for maintenance earlier this
year. That will happen again in 2016 for Train 2, it
will be the same timing, it will be March-time,”
he told Reuters in Doha on the sidelines of an
energy conference. “The whole train will come
down. We’ll be down to one train producing for
the duration of the turnaround. This year’s main-
tenance took somewhere between one and two
months, so it’s a decent chunk of time.” 

Pearl GTL comprises two identical GTL
‘trains’, with a total capacity of 140,000 barrels
per day of GTL products plus 120,000 barrels
per day of natural gas liquids and ethane,
according to Shell ’s  website.  Fed by the
world’s biggest non-associated gas field, Pearl,
the world’s largest GTL plant strips methane
from wellhead gas and combines it with oxy-
gen to produce diesel, natural gas liquids and
ethane. — Reuters


