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REFINING AND PRODUCT SUPPLY 
Summary 

Global refinery crude distillation capacity is projected to increase by 7.6 mb/d during the period
2008 to 2014. China accounts for 32% of the total increase, with Other Asia accounting for
another 22%. The OECD contributes a further 22% of the increase, driven largely by North
America. In contrast to previous years, the Middle East contributes around 10% of the global
increase, half its previous share, as several projects have slipped beyond this report’s timeframe.

Refineries will also expand their upgrading capacity, thereby raising light product yields and
lowering fuel oil yields. Upgrading unit additions, including both stand alone units and capacity
at new refineries, are projected to reach 6.5 mb/d by 2014. Similarly, hydrotreating capacity is
expected to increase by 7.9 mb/d, as refineries invest to meet tighter sulphur specifications.
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Lower global demand for oil has dramatically reduced refinery throughput levels in 2009.
Utilisation rates have fallen in those areas where refineries are operated by commercially
sensitive owners; notably the US, Japan and Europe. This reduction in throughputs has created
an overhang of excess refining capacity that will persist throughout much of the next five years
and will likely weigh on refinery margins. Several regions face the very real threat of significant
reductions in refinery capacity as the market seeks to redress current imbalances.

Refineries, particularly in Europe and the US, face ongoing investment requirements from
tighter product specifications and environmental regulations. This will continue to absorb a
significant proportion of planned capital expenditure for little financial benefit, at a time when
cash flow is under pressure from the weaker margin environment.

Product supply balances point to the re emergence of tight middle distillate markets by 2011,
despite current healthy stock levels, as global demand growth resumes its long term trend. Fuel
oil markets are yet again expected to see substantial tightening, as supply potential is limited by
ongoing upgrading capacity additions and lower supplies of heavy/sour crude from OPEC.
Another constraint is the shift to a lighter crude slate from rising condensate supplies from the
Middle East. Gasoline/naphtha markets are expected to see a return to surplus by the end of the
MTOMR period as the aforementioned condensate supplies boost light distillate production.




