
PARIS: A global oil glut that has sent
prices tumbling is set to “shrink dramati-
cally” later this year, as wildfires have dis-
rupted Canada’s output and demand in
India soars, the International Energy
Agency (IEA) said yesterday. Demand for
oil worldwide is set to grow at a “solid”
rate in 2016, with India the “star per-
former” after making up nearly 30 percent
of the global increase in demand in the
first quarter of the year, the IEA said.

“This provides further support for the
argument that India is taking over from
the China as the main growth market for
oil,” the 29-nation IEA said in its closely
watched monthly report.

The oil market has for months been
depressed by vast oversupply, badly hurt-
ing producers but meaning lower prices
at the pump for consumers. Oil prices
surged to six-month highs this week and
are well over $46 a barrel after plummet-
ing below $30 early in the year. They are
nevertheless far below the $100-a-barrel
mark of mid-2014.

In Canada devastating wildfires near
Fort McMurray forced a shutdown of 1.2
million barrels a day (mb/d) of production
early this month. The IEA said the events
in Canada, however, had not sent oil
prices sharply higher, as would have been

expected some years ago, with crude hav-
ing shown little reaction amid overall
improved market sentiment.

Iran, the IEA said, had provided the
other surprise.  Its oil production and
exports increased slightly faster than
expected following Iran’s return to the
market after the lifting of sanctions in
January under its nuclear deal.

‘Dramatic increase’ 
Iranian oil production in April was near-

ly 3.6 mb/d, a level last achieved in
November 2011 before Western sanctions
against Tehran were tightened, the IEA
noted. “Even more important for global
markets, oil exports reached 2 mb/d, a dra-
matic increase from the 1.4 mb/d seen in
March,” it added.

The rise in Iran helped push production
within OPEC (Organization of the
Petroleum Exporting Countries) 330,000
b/d higher in April, the group’s highest lev-
el in more than seven years. The flow out of
Iran also offset concerns about falling pro-
duction in Libya, Nigeria-which is facing
pipeline sabotage and security issues-and
Venezuela, grappling with power cuts and
other shortages, the agency said.

All eyes will be on OPEC kingpin Saudi
Arabia, which has just replaced oil minister

Ali al-Naimi after two decades in the post,
at the June 2 OPEC meeting for signs of
major policy changes on its oil supply.

Riyadh held production steady, IEA said.  

Heading towards ‘balance’ 
Outside of OPEC, the IEA said it now

forecasts a bigger fall in production, of
800,000 mb/d, from its initial estimate of
700,000. The agency said the latest figures
confirmed “the direction of travel of the oil
market towards balance”.

Global oil stocks are now expected to
increase by 1.3 mb/d in the first half of 2016
with a “dramatic reduction” in the second
half, to 200,000 mb/d. 

The Paris-based IEA said it was leaving
unchanged its outlook for global oil
demand growth in 2016, at 1.2 mb/d.
Furthermore, on prices, the IEA said further
rises were likely to be “limited” due to plen-
tiful stocks. Stocks within the Organization
for Economic Cooperation and
Development  (OECD) countries grew at
the start of the year at the slowest pace
since the fourth quarter of 2014, the IEA
said. They declined in February for the first
time in a year.

“This lends support to our view that the
global supply surplus of oil will shrink dra-
matically later this year,” it added. — AFP

Oil supply glut to ‘shrink 

dramatically’ in 2016: IEA
India star performer in consumption this year
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LONDON: US oil prices hit a six-month high yesterday,
supported by data from the International Energy
Agency (IEA) showing tightening supply, in addition to
a surprise drop in US crude inventories. West Texas
Intermediate (WTI) US crude futures were 61 cents
higher at $46.84 at 1147 GMT, having earlier peaked at
$46.92, their highest since Nov 4.

Brent crude futures were trading at $48.02 per barrel,
up 42 cents from their last settlement and near a six-
month high of $48.50 hit at the end of April.  “We could
see some additional momentum coming into the market
if we take out the recent highs because that would auto-
matically trigger buy signals around the world,” said Ole
Hansen, head of commodities research at Saxo Bank.

The IEA on Thursday raised its 2016 global oil

demand growth forecast to 1.2 million barrels per day
(bpd) from its April forecast of 1.16 million. It also noted
that output from Nigeria, Libya and Venezuela is down
450,000 bpd from a year ago. Analysts said the IEA data
was helping to support prices, although the gradual
return of Canadian oil sands output and the expectation
that prices are nearing levels that could trigger the
return of some US production might cap gains.

“The only thing that could throw a spanner in the
works to prevent oil from rallying further would be the
(US) production,” Saxo’s Hansen said. Traders said an
expected increase in Canadian oil sands output follow-
ing disruptions to over 1 million barrels of daily produc-
tion capacity due to a wildfire was weighing on markets.

The US Energy Information Administration (EIA) said

on Wednesday that US crude inventories fell by 3.4 mil-
lion barrels to 540 million barrels last week, surprising
analysts who had expected an increase of 714,000 bar-
rels.  “With (refinery) runs recovering and production
dropping, US (crude) stocks should begin drawing
steadily from now,” consultancy Energy Aspects said
yesterday. “We estimate that North American invento-
ries can fall by as much as 12 million barrels across May
and June,” it said. 

Kuwait’s acting oil minister said that recent price
rises were fundamentally justified. “Based on the
decrease in production that has been shown in the last
three weeks, I assume fundamentally the price repre-
sents the fall of production,” Kuwait’s Anas al-Saleh
told Reuters yesterday. — Reuters

US crude hits 6-month high after IEA sees tighter supply

Shell Bonga offshore oil Floating Production Storage and Offloading vessel off the coast of the Niger Delta in Nigeria.
Shell closed the terminal exporting Nigeria’s benchmark Bonny Light crude oil on Wednesday and was evacuating work-
ers from a threatened oil field as renewed militant attacks cut production in Africa’s biggest petroleum producer, the
company and a union leader said. — AP

Tunisia’s parliament 

okays new banking law

TUNIS: The Tunisian parliament yesterday approved a new
banking bill to modernize financial services, a second reform
called for by the International Monetary Fund after a disput-
ed central bank law passed last month. Tunisia is under pres-
sure from international lenders to speed up economic
reforms to create jobs and growth, especially after two
deadly attacks last year on the tourism industry that
accounts for 8 percent of its gross domestic product.

Parliament last month approved a law to strengthen cen-
tral bank autonomy and shield it from political interference,
but it passed by just two votes because of political divisions
among the ruling coalition parties.

Slim Besets, a lawmaker with the Islamist party Ennahda,
and a member of the finance committee in parliament, said
ruling parties worked together this time and avoided the
dispute that almost blocked the central  bank law.
Consequently, the banking law was approved by 115 law-
makers of  135 present in the 217-seat parl iament.
Opposition lawmakers boycotted the session.

The IMF has reached a prel iminary deal  to assist
Tunisia with a four-year loan program worth about $2.8
billion tied to progress on its economic reforms. That
came after offers of aid from European partners. But IMF
Tunisia mission chief Amine Mati urged the government
to start work immediately.

The opposition, among them leftist parties, accused the
government of violating national sovereignty and bowing to
the terms of the IMF. But Finance Minister Slim Chaker said
the government was protecting the rights of Tunisians who
want to see economic growth. “This reform is a very impor-
tant step in our economic reforms to have a solid banking
sector in conformity with international standards and to
protect the banks in crisis time,” the minister said.

The banking law includes chapters to initiate a specific
Islamic banking law for the first time. Three Islamic banks
operate in Tunisia but no Islamic banking law exists. It also
includes the establishment of a guarantee fund that pro-
vides the right for about 95 percent of customers to recover
their money if a bank goes bankrupt.

The first draft of banking bill was criticized by some
experts who said the Islamic finance portion favoured Islamic
banks over conventional banks. But the law now says all
banks will be able to offer Islamic finance services. — Reuters

OPEC basket price up 

$1.20 to $41.40pb

VIENNA: The OPEC daily basket price gained $ 1.20 on
Wednesday, standing at USD 41.40 a barrel, compared to
$40.20 on Tuesday, OPEC announced yesterday.

The annual average of the OPEC basket price hit
$49.64 pb, OPEC said in a press release. The new OPEC
Reference Basket of Crudes (ORB) is made up of the fol-
lowing:  Saharan Blend (Algeria), Girassol (Angola),
Oriente (Ecuador), Iran Heavy (Islamic Republic of Iran),
Basra Light (Iraq), Kuwait Export (Kuwait), Es Sider
(Libya), Bonny Light (Nigeria), Qatar Marine (Qatar), Arab
Light (Saudi Arabia),  Murban (UAE) and Merey
(Venezuela). — KUNA


