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The July 2008 Edition of the MTOMR found that, on average, upstream projects were being delayed
by around 12 months – and that was clearly before the economic crisis hit. That said, there are some
signs that cyclical tightness in the ability to expand capacity is now easing. Given time, that may lead
to projects coming back onto the horizon after contract costs have been negotiated down.
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In addition, there were some major technical and weather related outages in 2008 that have
influenced the supply baseline. Hurricanes Gustav and Ike in the US Gulf of Mexico shut in as much
as 1.2 mb/d for a while – volumes which have still not fully recovered and show up as a downward
revision to 2008 and 2009, but contribute to ‘growth’ in 2010. Azerbaijan’s large offshore Azeri
Chirag Guneshli (ACG) complex, operated by a BP led consortium, suffered gas leaks and power
problems, as well as the shut down of its key export route, the Baku Tbilisi Ceyhan (BTC) pipeline, at
around the same time, leading this report to sharply curtail previously expected 2008 and 2009
growth (we expect these volumes to come on stream again eventually and output to rise, but much
of this now feeds into 2010 or later).

A New Picture Emerges 
The new picture that emerges is one in which total non OPEC supply declines by 0.4 mb/d from 2008
to 50.2 mb/d in 2014. Regionally, the only area to show pronounced growth from 2008 to 2014 is
Latin America, largely on the basis of rising Brazilian crude and fuel ethanol output, but also
increased supply from Colombia and Peru. The area with by far the most pronounced contraction in
the same period is OECD Europe, where the North Sea faces steady and rapid decline from its
generally ageing fields.

But the regional breakdown masks substantial changes for specific countries or categories. Crude
from Canadian oil sands now shows the largest non OPEC increment from 2008 2014, growing by
790 kb/d. This is followed by global biofuels, which are expected to increase by 720 kb/d. Next are
Brazilian and US Gulf of Mexico crude growth, with 670 kb/d and 560 kb/d respectively. The Caspian
states Azerbaijan and Kazakhstan grow output by around 350 kb/d and 250 kb/d respectively. On the
decline side, Mexican crude leads the pack ( 750 kb/d), followed by Russia, the UK and Norway (all in
the range of 0.6 mb/d in the period to 2014). The single biggest shift in expected fortunes is
probably Russia, which in last year’sMTOMR was projected to see a decline of only 50 kb/d, albeit in
the period 2008 13. Canada, Kazakhstan and others have also taken substantial hits in this year’s
medium term outlook. None of this necessarily undermines longer term growth prospects from
these sources, but acknowledges that new oil from here will take longer to bring to market.




