OPEC o1l output rises 1in
March, led by Iran: Reuters
survey
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The 13-member Organization of the Petroleum Exporting
Countries pumped 25.07 million barrels per day (bpd) in March,
the survey found, up 180,000 bpd from February. Output has
risen every month since June 2020 with the exception of
February.
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The rise in Iranian supply comes as OPEC and allies, known as
OPEC+, have delayed unwinding more of their output cuts as the
impact of the pandemic persists.

OPEC+ meets on Thursday and delegates expect most cuts will be
kept.

“I can feel the cautious momentum,” one OPEC source said of
Thursday’s meeting.

0il topped $71 a barrel this month, the highest since before
the pandemic, but has since fallen to about $64. A slow
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recovery in demand and rising Iranian exports have weighed on
prices, analysts said.

OPEC+ decided to keep supply mostly steady for March while
Saudi Arabia made an extra cut out of concern about the slow
demand recovery. Iran, plus fellow OPEC members Libya and
Venezuela, are exempt from making cuts.

The Saudi move means OPEC still pumped much less than called
for under the OPEC+ deal, despite the Iranian increase.
Compliance with pledged cuts in March was 124%, the survey
found, up from 121% in February.

IRAN PUMPS MORE

Iran has managed to raise exports since the fourth quarter
despite U.S. sanctions, according to various assessments.

There is no definitive figure for the exports. Iran has said
documents are forged to hide the origin of its cargoes.
Tankers have satellite tracking but this can be switched off
and the use of ship-to-ship transfers makes it harder to spot
the shipments.

The Reuters survey puts Iranian supply in March at 2.3 million
bpd, up 210,000 bpd from February and the biggest rise 1in
OPEC.

OPEC’'s second-largest increase, of 40,000 bpd, came from Iraq,
the survey found. There were also small increases by the other
two exempt producers, Libya and Venezuela.

Top exporter Saudi Arabia pledged an additional 1 million bpd
output cut for February and March. Riyadh achieved virtually
all of this in March, the survey found, more than in February.

Qutput was steady in other large producers United Arab
Emirates, Kuwait and Nigeria, the survey found.



The Reuters survey aims to track supply to the market and is
based on shipping data provided by external sources, Refinitiv
Eikon flows data, information from tanker trackers such as
Petro-Logistics and Kpler, and information provided by sources
at oil companies, OPEC and consultants.

OPEC+ panel revises down oil
demand estimate before key
meeting

bloomberg

(March 31): A panel of OPEC+ technical experts agreed to
revise down oil-demand estimates for 2021, signaling a more
negative view of the market just days before the group decides
on production policy.


https://euromenaenergy.com/opec-panel-revises-down-oil-demand-estimate-before-key-meeting/
https://euromenaenergy.com/opec-panel-revises-down-oil-demand-estimate-before-key-meeting/
https://euromenaenergy.com/opec-panel-revises-down-oil-demand-estimate-before-key-meeting/

The OPEC+ Joint Technical Committee now estimates that global
0il demand will expand by 5.6 million barrels a day this year,
down from 5.9 million previously, according to delegates and
documents seen by Bloomberg.

The revision, which mainly affects the next few months,
follows a recommendation from OPEC Secretary-General Mohammad
Barkindo earlier on Tuesday that the coalition should remain
very cautious.

At the previous meeting, that sense of caution led to a
surprise decision to maintain almost all of the cartel’s
output curbs, instead of boosting production in anticipation
of the economic recovery from the coronavirus pandemic. The
Organization of Petroleum Exporting Countries and its allies
believe that decision has since been vindicated and the group
is widely expected to take a similar stance this week.

The panel “noted with concern that despite the accelerated
rate of vaccination roll-outs across the world, there are a
rising number of confirmed Covid-19 infections globally, with
lockdown measures and travel restrictions being reimposed in
many regions,” according to the documents.

The reduction is most pronounced from April to June, when on
average consumption is now seen 1 million barrels a day lower
than prior projections.

That implies that the cartel’s primary goal for the coming
months — running down excess fuel inventories built up during
the pandemic — would only happen slowly unless its production
cuts are maintained close to current levels.

While fuel demand in the U.S. has shown strong signs of a
rebound, a resurgence of the virus has undermined the recovery
elsewhere. That has convinced the cartel it made the right
call at its last meeting.

“While last month saw many positive developments, it also



witnessed reminders of the ongoing uncertainties and fragility
caused by the COVID-19 pandemic,” Barkindo said at the start
of the videoconference of the OPEC+ Joint Technical Committee
on Tuesday, according to a statement from the group.

In the days after the March 4 meeting, when OPEC+ shocked the
market by maintaining most of its production cuts, Brent
soared to US$70 a barrel.

Yet the rally soon dissolved as parts of Europe reimposed
lockdowns to contain a virulent strain of the coronavirus,
while India and Brazil contended with worsening outbreaks.
Crude purchases in Asia slowed as a lackluster tourist season
failed to stimulate fuel demand. Meanwhile, oil supplies
swelled as Iran ramped up exports to China in defiance of U.S.
sanctions.

Within a week of hitting a one-year high, oil futures had
surrendered almost US$10. Brent crude, the international
benchmark, closed at US$64.05 a barrel on Tuesday.

Russia has multi-pronged
strategy to confront climate
change: Official
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GECF Gas Lecture Series

“The Russian Federation’s climate
policy in the energy sector”
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Russia has a multi-pronged strategy to confront climate
change, by further developing its human capital, natural gas,
hydrogen, and renewable assets, a senior national energy
policymaker said yesterday.

Speaking at the 51st edition of the GECF Gas Lecture Series,
entitled ‘The Russian Federation’s climate policy in the
energy sector’, Alexey Kulapin, director general, Russian
Energy Agency, noted that Russia’s energy system 1is
underpinned by the vision of a greener energy system on one
hand and stability and security on the other.

“Russia’s energy policy is based on the need to strike a
balance between solving climate problems and the need to
further provide the economy and population with affordable
energy resources,” explained Kulapin.

Calling access to affordable energy a fundamental right, in
line with the UN Sustainable Development Goal No. 7, the GECF
secretary general commended the steps being taken by many of
the forum’s 19 member countries to achieve net-zero emissions.

“We heard a lot about Russia today but our other Member
Countries are also leading the way in transforming their
business model. Qatar, for example, is playing a greater role
in the area of environmental, social, and governance (ESG)
investments. Yet another member, Egypt, has blanket banned



issuing of all new vehicle licences unless they run on the
cleaner natural gas,” said Yury Sentyurin.

“Being a world-leading coalition representing more than 70% of
an important natural resource (natural gas) brings with it a
remarkable weight. We strive to achieve actions that put
nature, people, and planet at the heart of value creation.”
Echoing these sentiments, Kulapin noted that Russia, as one of
the largest players in the international energy markets, fully
supports the efforts of the world community to combat climate
chance.

He highlighted that in November 2020, the Russian President
signed a decree to reduce the country’s greenhouse gas
emissions (GHGs) as part of Russia’s implementation of the
Paris Agreement.

However, according to him, until new sources of energy are
able to provide uninterrupted energy supply, natural gas,
including liquefied natural gas (LNG), will remain the
cleanest energy resource and will even serve as a transitional
fuel to a low-carbon economy. In this regards, projects such
as the Power of Siberia 1 and 2, Turkish Stream, and Nord
Stream 2 were highlighted.

Currently, Russia enjoys a total LNG production of nearly 30mn
tonnes per year (mtpy), which is set to increase by 2 to 2.5
times to 80-140mn by 2035, in line with the newly-adopted
‘Energy Strategy 2035°’.

Work is also underway to increase the use of gas in the
transport sector. In the period 2018-20, a total of 250
refuelling stations offering compressed natural gas came
alive, an increase of 60% on previous capacity.

In the area of electricity, Kulapin asserted that Russian
already has one of the cleanest electricity structures, as 80%
of generation comes from nuclear, hydroelectric, steam gas,
and thermal cogeneration sources. This compares to United
States (65%), Germany (57%) and China (below 30%) in terms of
low-emission energy sources for electricity generation, he
said.

“Despite this, the country has a deliberate policy aimed at



improving the efficiency of energy production and consumption,
which allows reducing greenhouse gas emissions in the energy
sector.”

On hydrogen, the official noted his optimism on its potential
in various fields, as the ‘Energy Strategy 2035’ envisions
competitively priced hydrogen exports of up to 7mtpy by 2035
and 33mtpy by 2050.

“Russia can provide competitive hydrogen both in the European
and Asia-Pacific markets. The cost of producing low-carbon
hydrogen from natural gas in Russia is at $1-1.5/kg, whilst
the cost of producing hydrogen electrolysis is $3.5-4/kg. We
are ready for mutually-beneficial cooperation with partners
overseas,” he said.

The 0il Industry’s Biggest
Spending Driller Is Now 1n
China
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(Bloomberg) — China’s fear of dependence on foreign suppliers
means its biggest oil company plans to be the world’s top-
spending driller this year, even as it says the nation’s
demand for crude is plateauing.

PetroChina Co. plans 239 billion yuan ($37 billion) in annual
capital expenditure, the company said Thursday in its annual
results. That’'s more than global majors including Saudi
Arabian 0il Co., Exxon Mobil Corp. and Royal Dutch Shell Plc,
who’'re trimming spending as they handle the fallout of the
coronavirus pandemic on oil prices and fuel demand.

China’s quick recovery from Covid-19 means that its demand for
oil and gas has fully recovered from the pandemic-induced
swoon of early 2020, and President Xi Jinping continues to
make energy security a top priority. The government earlier
this month called for increased domestic production of coal,
oil and gas over the next five years, an effort that’s
ostensibly at odds with Xi’s long-term plan to decarbonize the
economy.



The nation’s demand for crude oil has already reached a
plateau, and refined product consumption will peak and begin
to decline in the next decade, Duan Liangwei, PetroChina’s
outgoing president, said on a conference call Thursday.

Demand for natural gas, one of the cleaner fossil fuels, 1is
still expected to grow, and PetroChina is focusing its
upstream operations there.

nooc Ltd., the country’s biggest offshore driller, 1is
budgeting 90 billion to 100 billion yuan in spending for this
year, compared with a bit less than 80 billion in 2019,
although the figure could still be adjusted, Chairman Wang
Dongjin said Thursday during the company’s annual earnings
call.

Still, PetroChina’s world-leading capex plan doesn’t compare
to pre-pandemic levels. The firm had intended to spend 295
billion yuan last year, before lockdowns beginning in January
crippled the economy. It ended up shelling out about 246
billion yuan.

PetroChina and Cnooc, along with China’s third oil major
Sinopec, were forced to cut spending as oil prices cratered on
the impact of the pandemic in 2020. Crude has rebounded this
year amid production cuts and optimism that vaccines will help
revive demand. Sinopec reports its earnings on Sunday.

Green Energy Their focus on fossil fuels aside, China’s oil
giants are still expected to help the country meet 1its
ambitious goal of reaching net-zero emissions by 2060.
PetroChina didn’t identify spending targets on green energy on
Thursday, although it did say it planned to incrementally
increase such spending every year going forward.

The company is looking to peak its carbon emissions by 2025,
and achieve “near-zero” emissions by around 2050, although it
didn’t specify whether that relates only to its own
operations, or whether it includes the much vaster challenge



of accounting for the emissions from the fuel it sells.

Chairman Dai Houliang said the company plans to utilize wind,
solar and geothermal resources and boost industrial use of
hydrogen. For 1its part, Cnooc said it will increase 1its
proportion of natural gas production to 30% by 2025, and
expand its offshore wind power business in coming years.

U.S. 011 Companies Lag Far
Behind Greener Europe Rivals

Europe’s largest oil and gas companies are leaving U.S. rivals
further and further behind in the race to cut their reliance
on fossil-fuel sales.

Total SE, Galp Energia SGPS SA, Equinor ASA, Royal Dutch Shell
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Plc and Eni SpA are leading the pack, while Exxon Mobil Corp.
and Chevron Corp. are among the laggards, according to newly
released climate-transition scores from BloombergNEF and
Bloomberg Intelligence.

A big reason for this state of affairs is that Europeans are
investing far more in renewable energy, battery storage,
electric-vehicle charging points, carbon-capture technology
and other decarbonization efforts, said Jonas Rooze, head of
sustainability research at BNEF. For example, five European
companies account for 51% of all renewable energy assets held
by the world’s 39 largest oil and gas producers. However, it'’s
worth noting that this is all relative—-these companies still
devote most of their capital expenditures on climate-changing
fossil fuels, he said.

Between 1988 and 2015, 25 corporate and state-owned entities,
including Exxon Mobil, Shell, BP Plc and Chevron, as well as
China’'s coal producers and Saudi Aramco, were responsible for
about half of global industrial greenhouse-gas emissions,
according to a 2017 report from CDP Worldwide. The energy
transition presents huge challenges for Big 0il, since the
clean energy pivot is emerging as many of the companies face
pressure to boost shareholder returns. The S&P 500 Energy
Index has dropped 15%—including reinvested dividends—since the
start of last year.

“Ultimately, our view is only seven of the 39 companies are
likely to reduce their Scope 1 and 2 emissions enough to meet
the International Energy Agency’s Sustainable Development
Scenario,” said Eric Kane, head of environmental, social and
governance research, Americas, at Bloomberg Intelligence.
Scope 1 and Scope 2 refer to emissions produced by the
companies themselves and by the power they consume. “Further,
a third of companies in the peer are yet to set comprehensive
greenhouse-gas reduction strategies.”

Bloomberg’s climate transition scores are forward-looking and



designed to help investors answer one key question: How
prepared is the company for a net-zero world relative to its
peers? The scoring system 1is zero to 10, with 10 being the
best.

The research relies on about 40 data points that are combined
into one overall score. To get there, BNEF and BI analyze both
current and future carbon performance, as well as business-
model risks, using the same scoring system. The most heavily
weighted issues are whether a company is developing low-carbon
operations with proven revenue models and whether it’s
expanding in high-carbon activities. And then, how do the
companies’ 2030 emissions forecasts compare with the IEA’s
Sustainable Development Scenario, which 1is aligned with
maintaining warming well-below 2 degrees Celsius.

Companies like ConocoPhillips, Occidental Petroleum Corp. and
Santos Ltd. that focus on extracting oil and gas are “more
sensitive to transition risks,” like declining demand for
oil, than are refiners, Rooze said. Other companies such as
PTT Pcl, ENEOS Holdings Inc., SK Innovation Co. and Saudi
Aramco are penalized for failing to disclose key information
about their operations, such as spending for exploration and
production or the amount of crude oil they process, a key
metric for gauging the scale of their refining business.

When looking company by company, Exxon Mobil’s focus on fossil
fuels and limited clean-energy activity hinders its overall
score, even though it’s a leader in carbon capture,
utilization and storage technologies to remove carbon dioxide
from the atmosphere.

In Europe, BP is ramping up investments in clean energy at the
expense of oil and gas. Shell has pivoted to power while still
investing heavily in gas, which it sees as a so-called bridge
fuel to a more renewable future. The Bloomberg scores place BP
and Total ahead of Shell because of their stronger emissions-
reduction targets.



Sinopec ranks ahead of PetroChina Co. and Indian 0il Corp. in
the Asia-Pacific region, mainly because of its focus on
transition strategies, including renewables, EV charging and
CCUS and stronger emissions target.

“While quite a few major oil and gas firms have set ambitious
new emissions targets recently, meaningful action to develop
new low-carbon business models remains limited,” Rooze said.
“These are all huge companies, but most are just dabbling.”

Exxon-Mobil hedge fund activist reveals the
multimillion-dollar price-tag of its boardroom battle.

= Sovereign rating cuts are coming to those countries
that ignore climate change.

»U.S. weighs creation of a global benchmark for Wall
Street’s impact on global warming.

= CEO pay tied to ESG is setting Canadian banks apart from
the crowd.

» There’s some big American money joining the rush for
carbon permits, as more bet that pollution prices will
soar.
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Qatar, Iran to drive Middle
East gas production to
1,150bcm by 2050: GECF
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GECF Global Gas Outlook 2050’s
fifth edition unveiled

O OFCF = (hnls Farsl

Driven by Qatar and Iran, the Middle East gas production is
expected to rise to 1,150bcm by 2050, Gas Exporting Countries
Forum said Wednesday.

The two main contributors to natural gas production in the
region are Iran and Qatar, with 50% and 30% respectively of
total growth, GECF said while launching its Global Gas Outlook
2050's fifth edition.

Europe, on the other hand, has been seeing declining gas
production in the last ten years. This downward trend is
expected to continue over the Outlook period with production
falling from over 200bcm in 2019 to around 70bcm in 2050.
Cyprus 1is the only European country to see a growth in
production by over 10 bcm over the forecast period, it said.

In Asia-Pacific, only China, Australia and India are expected
to significantly expand production. China 1is expected to
account for more than 85% of the growth of gas production in
the region, particularly on account of its potential to
produce gas from unconventional resources. Total Chinese gas
production is expected to reach 370bcm by 2050, of which 72%
will be unconventional gas.

Total Asia-Pacific production growth to 2050 is forecast to be
224bcm, of which only net growth of 20bcm is outside China.
Australia is expected to grow production by 50bcm to reach
almost 200bcm by 2050.

In North America, all three countries in the region (the US,
Canada and Mexico) are expected to increase their production,



with much of the growth being driven by new LNG export
projects and new pipeline infrastructure.

Total production is expected to grow by 560bcm to reach
1,670bcm by 2050. Gas production in Eurasia 1is expected to
increase by almost 40%, amounting to just under 1,300bcm by
2050,

Russia and Turkmenistan will source more than 78% and 17% of
this expansion, respectively.

The impact of Covid-19 in 2020 is estimated to have led to
around a 7% reduction in global energy-related C02 emissions.
This decline will be short-lived with a rebound in 2021 and
2022 as energy demand recovers.

In the reference case scenario (RCS), emissions grow
moderately until 2030 before stabilising and plateauing at
around 33.7GtC02 over the 2030-2050 period.

Natural gas will contribute the least to emissions by 2050
(32%), despite its higher role in the hydrocarbons mix (39%),
while coal will still account for a high share (33%) although
its contribution to the hydrocarbons mix is much lower (23%).
Further penetration of natural gas will lead to a greater
potential for carbon mitigation.

The GECF has developed a Carbon Mitigation Scenario (CMS),
assessing the future role of natural gas in reducing
emissions. The CMS outlines the potential to mitigate
emissions by 6.8GtC02 in 2050 with an increasing penetration
of gas and renewables.

These two fuels are set to increase their shares to 14% and
30%, respectively, by 2050, from 10% and 28% in the RCS.
Although natural gas will play a role in reducing long-term
emissions, with larger dissemination of proven and well-
established technologies, there is a need to consider further
decarbonization potential, including through blue hydrogen and
CCUS options.



30-year total investment 1in
gas to reach $10tn by 2050:
GECF

GECF Global Gas Outlook 2050’s
fifth edition unveiled
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Global natural gas production is forecast to grow by around
1,900bcm to reach more than 5,900bcm by 2050, Dohabased GECF
said yesterday. Total investment in gas (including upstream
and midstream activities) between 2020 and 2050 will reach a
cumulative $10tn, the Gas Exporting Countries Forum said,
unveiling its 2020 edition of the ‘Global Gas Outlook 2050’
yesterday. The GECF said in Asia-Pacifi c, only China,
Australia and India are expected to signifi cantly expand
production.

Total Asia-Pacifi c production growth to 2050 is forecast to
be 224 bcm, it said. In North America, all three countries
(the US, Canada and Mexico) are expected to increase their
production. Total production is expected to grow by 560bcm to
reach 1,670bcm by 2050. Gas production in Eurasia 1is expected
to increase by almost 40%, amounting to just under 1,300bcm by
2050. According to the GECF, the Middle East gas production 1is


https://euromenaenergy.com/30-year-total-investment-in-gas-to-reach-10tn-by-2050-gecf/
https://euromenaenergy.com/30-year-total-investment-in-gas-to-reach-10tn-by-2050-gecf/
https://euromenaenergy.com/30-year-total-investment-in-gas-to-reach-10tn-by-2050-gecf/

expected to rise to 1,150bcm by 2050.

Europe’s downward trend 1is expected to continue with
production falling from over 200bcm in 2019 to around 70bcm in
2050. Africa will grow from 250bcm (6.4% of global production)
in 2019 to around 600bcm (just over 10% of global supply) by
2050. Natural gas production in Latin America is expected to
increase by over 110bcm to reach 280bcm by 2050. The ‘Global
Gas Outlook 2050’ revealed that energy transition is underway
and natural gas together with renewables will gain 1in
importance and will be the major contributors to incremental
growth in global energy demand, together accounting for more
than 90% of the additional 3,520mn tonnes o0il equivalent
(Mtoe) through to 2050.

The Forum said natural gas and renewables will make up 60% of
the electricity supply, changing the global power generation
mix by 2050. Natural gas, it said, will overtake coal in 2025
and become the largest global primary energy source by 2047,
with o0il plateauing around 2040 and then beginning its
irreversible decline. According to the GECF, renewables’ share
in the global energy mix will rise from 2% in 2019 to 10% in
2050.

Natural gas demand will rise by 50%, reaching 5,920bcm in
2050, and will expand specifi — cally across the Asia Pacifi
c, North America and Middle Eastern markets, which together
will provide more than 75% of additional gas volumes through
to 2050. The Asia Pacifi ¢ region, given 1its enormous
potential, will become the largest gas consumer, doubling its
consumption to 1,660bcm by 2050. The share of traded LNG will
increase to approximately 48% of all traded gas in 2030 and
56% in 2050, respectively, the GECF said. LNG regasifi cation
from existing, under construction, potential, proposed,
stalled and speculative projects is expected to be around
1,398mtpy.

It is projected that over the outlook period, 1,990bcm out of



around 5,920bcm global natural gas demand will be imported,
including 1,105bcm from the GECF member countries. In his
overview of the latest fi ndings of the Outlook 2050, GECF
secretary general Yury Sentyurin highlighted the vital role
natural gas will play in the global energy mix by raising its
share from currently 23% to 28% by 2050, thanks to its
remarkable features of abundance, fl exibility, aff
ordability, and environmental effi ciency. Sentyurin said,
“The complexity of factors and the multiplicity of
stakeholders within the energy sector results in myriad
shifting strategies that are shaping the new architecture of
the future.

Nevertheless, the mid- and longterm fundamental factors that
favour natural gas remain unchanged. This plentiful, adaptable
and, crucially, clean source of energy will expand across Asia
Pacifi c, North American and Middle Eastern markets.” The GECF
Global Gas Outlook 2050 was launched at an online event
attended by energy ministers and senior representatives from
the Forum’s member countries together with a bevy of
dignitaries and gas industry stakeholders yesterday. Its
detailed quantitative assessments account for national energy
strategies, environmental and climate policies, and
investments and business decisions. The forecast remains the
fl agship publication of the association of 19 member
countries, which together represent 70% of the world’s proven
gas reserves, 44% of its marketed production, 52% of pipeline,
and 51% of LNG exports in the world.

Saudis, Russia Differ Again
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on 01l Strategy Before OPEC+
Meeting

Saudi Arabia and Russia are once again heading into an OPEC+
meeting on opposite sides of a crucial debate about the oil
market.

Riyadh is publicly urging fellow members to be “extremely
cautious,” despite prices rebounding to a one-year high. In
private, the kingdom has signaled it would prefer that the
group broadly holds output steady, delegates said. Moscow, on
the other hand, is indicating that it still wants to proceed
with a supply increase.

The positions mirror those taken at recent meetings, but this
time the Saudis have a new bargaining chip — 1 million barrels
a day of voluntary cuts. The kingdom pledged to make these
extra curbs only in February and March, but some see signs
that could change as the negotiations get underway.

“The key question for me is how they return the Saudi
barrels,” said Bill Farren-Price, a director at research firm
Enverus and veteran observer of the cartel. The kingdom could
potentially use them as “leverage for getting a deal,” he
said.

Bargaining Chip

Ten months after slashing crude production when Covid-19
crushed global demand, the Organization of Petroleum Exporting
Countries and its allies are still withholding 7 million
barrels a day from the market, about 7% of global supply.

It’s been a sacrifice, with members such as Irag and Nigeria
struggling economically as exports dropped. But it has yielded
results, reviving prices to above $65 a barrel in London and
shoring up producers’ battered revenues.
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By most estimates, the cuts have meant oil demand exceeded
production this year by a wide margin. The supply gap grew
even wider last week as freezing weather in Texas caused a
slump in U.S. output.

When OPEC+ gathers on March 4, it will discuss whether to
provide more crude to the market in April. There will be two
crucial decisions.

First, the group as a whole must choose whether to restore as
much as 500,000 barrels a day, the next step in a gradual
revival of production that was agreed on in December, but
paused at the January meeting.

Second, Saudi Arabia must determine the fate of the extra 1
million barrels a day of extra voluntary cuts it is making
this month and next to help clear surplus inventories even
more quickly.

The kingdom initially announced this reduction would
be reversed in April, but their latest thinking is fluid and
the next move hasn’t been finalized, delegates said. Offering
to maintain some part of this voluntary cut in April could
give Riyadh a useful bargaining chip if it’s seeking to limit
the group’s overall output increase.

“Some easing in production restraint is likely at the March
meeting,” said Bob McNally, president of consultant Rapidan
Energy Group and a former White House official. “The real
bargaining has yet to start and no decision has been pre-
baked."”

Looming Debate

Having differed over the pace of supply increases at the last
two ministerial meetings, public comments from Riyadh and
Moscow indicate that another debate looms.

Russian Deputy Prime Minister Alexander Novak said on Feb. 14



that “the market is balanced.” While he hasn’t publicly
expressed a policy preference for the March 4 discussions,
Novak argued at the last two OPEC+ meetings for production
increases.

Novak’s Saudi counterpart also appears to be sticking to a
familiar position.

Acknowledging his stance might be unpopular, Saudi Energy
Minister Prince Abdulaziz bin Salman warned his fellow
producers against complacency. The group must recall the
“scars” of last year’'s crisis and be “extremely cautious” in
its next move, he said.

“The football match is still being played, and it’s too early
to declare any victory against the virus,” the prince said.
“The referee is yet to blow the final whistle.”

Saudi Gift

Both arguments have merit.

This year’s 20% rally in crude prices has been sharp enough
for major consumers such as India to complain about the
squeeze, and for Wall Street banks and trading houses to
predict further gains.

Global inventories are falling “very fast” and are set to
diminish sharply later this year, according to
the International Energy Agency. Demand for petroleum products
that cater to societies working and consuming at home 1is
booming.

After freezing storms in Texas shuttered as much as 40% of
U.S. crude production in the past week, the clamor for
barrels from refiners in some regions has grown stronger.
There’s also the risk for OPEC+ that, once the weather-related
disruption in the shale heartlands abates, high prices would
provoke a new flood of supply.



But at the same time, inventories remain significantly above
average levels and the IEA forecasts they could pile up again
next quarter. The supply disruption from the U.S. freeze won't
last long enough to cause a shortage, according to OPEC+
delegates, who asked not to be identified because the
information isn’t public.

Even after the rally, prices are still below the levels most
OPEC members need to cover government spending, giving Riyadh
extra leverage.

“The elephant in the room is Saudi Arabia’s gift of 1 million
barrels a day in extra cuts,” said Bjornar Tonhuagen, an
analyst at consultants Rystad Energy AS. “If the gift is
snatched back, prices cannot do else but decline.”



