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Supply Support:  At $75, Everything Goes Forward
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Sustained high oil prices drive operators to pursue growth from all plays
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Supply Support:  Key Exporters Are In Surplus
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� At current price ranges, all OPEC members save Venezuela will be able to 

record current account surpluses.

� Iran and Saudi Arabia are the two largest  OPEC crude oil exporters and 

their threshold prices have converged. 
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Explosive U.S. Crude Oil Growth
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� Best portions of the key shale oil plays offer excellent returns and investment seems 

assured

� Nearly all WTI quality grades

� Most growth in Eagle Ford and Permian Basin in Texas and easy pipeline distance to the 

US Gulf Coast refining centers.
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Canadian Oil Sands Growing Too 
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� Canadian oil sands production will almost double by decade’s end from 1.6 mmb/d in 2011 

� Rising costs have recent some concern, but projects already in operation and under 

construction should produce over 2.2 mmb/d by 2015  

� Most of this crude will come south until a high volume outlet to Asia is constructed
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Demand Risk:
Modest growth expected in major economies outside of Europe 
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Aside from recession-hit Europe, much of the world is set for modest growth 

through 2013 – a decline in price would help in buoying economic activity
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The OECD/non-OECD Dichotomy 

5

10

15

20

mmb/d

Cumulative Incremental Demand Growth in Benign Scenario
(Base Year: 2000)

OECD

China

Other Emerging Asia

Middle East

Other Non-OECD

Forecast

Marc Seris Key Note Address at IENE Conference | © PFC Energy | Page 9 | 30 May 2012

� Global demand buttressed by high economic growth rates in Non-OECD 

� OECD oil demand sliding – high prices will encourage that trend

� Subsidies artificially sustaining demand in Asia, other emerging markets
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Supply Risk:  Sentiment Is An Unstable Prop For Prices
Rising Tension With Iran, But Uncertain End-game

� US/EU policy gives Iran little 
incentive to compromise

� Gaps in perception are still hug

� Sanctions are starting to bite

� Regionally, Iran’s allies continue 
to dwindle in number and 
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War of choice against Iran is not anticipated in 2012; thereafter the risks will rise

to dwindle in number and 
influence

� “Headline risk” will keep Iran 
premium elevated – but actual 
conflict still unlikely, except as 
the result of accident



Regional Political Risk: End of the Old Order?
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� Political reorganization based on parochial identities (sect, tribe, ethnicity).

� A gradual process – geographical borders will be slower to change than political 
ones. 

� Will likely be violent and involve population transfers.

Straits of HormuzStraits of Hormuz

Key new basins will be directly affected



In the Short Run: European Contagion Risks vs Iran 
Conflict Risks Will Predominate

� In the last few weeks sentiment has moved towards European
collapse risk is higher than potential disruption from conflict with Iran

� Risk of contagion to Emerging Markets, which have driven oil & gas
demand growth in last 5 years, will only happen if Europe undergoes
major collapse
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� If Europe manages to avoid the break-up of the Euro, supply risks will
likely quickly become the major driver of prices again



In Longer Run: Supply Upsides and Risks Will 
Predominate

� In the longer run, there are some major new sources of growth…

– US shale oil and gas

– Canadian oil sands

– Equatorial margin

– East Med gas

– East African gas (and oil?)

– Angolan pre-salt (?)
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Non Opec supply upsides expected, but beware of geopolitical surprises

– Angolan pre-salt (?)

– What’s next? Arctic?

� …but also some high disruption risks

– Middle East is undergoing some potentially highly disruptive 
political changes
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PFC Energy, Kuala Lumpur

Level 27, UBN Tower #21

10 Jalan P. Ramlee

50250 Kuala Lumpur, Malaysia

Tel +60 3 2172 3400

Fax +60 3 2072 3599

PFC Energy, China

89 Jianguo Road

China Central Place # 4-1602 

EUROPE

PFC Energy, France

19 rue du Général Foy

75008 Paris, France 

Tel +33 1 4770 2900

Fax +33 1 4770 5905

NORTH AMERICA

PFC Energy, Washington

1300 Connecticut Avenue, NW 

Suite 800

Washington, DC 20036, USA

Tel +1 202 872 1199 

Fax +1 202 872 1219

PFC Energy, Houston

2727 Allen Parkway, Suite 1300

Houston, Texas  77019, USA 

Tel +1 713 622 4447 

PFC Energy Locations and Contact Information
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Chaoyang District, Beijing 100025, China

Tel +86 10 6530 7010

Fax +86 10 6530 5093

PFC Energy, Singapore

9 Temasek Boulevard

#09-01 Suntec Tower Two

Singapore 038989

Tel +65 6407 1440

Fax +65 6407 1501

Tel +1 713 622 4447 

Fax +1 713 622 4448 

www.pfcenergy.com  |  info@pfcenergy.com


