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A review of reputable published projections of 
global oil industry trends relevant to refining in 

SA

These are not necessarily the views of Shell.



Tightening global crude availability would re-establish $100-200/bbl prices 
and dampen both global and SA demand 
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•The EIA indicates shortage of conventional crude. Nearly half the 22 mbpd increase in 
demand will require high cost CtL, GtL, tarsands, biofuels.

•OPEC production decisions become critical and in the reference case increase by 8 mbpd 
to maintain 40% share

•Reference case crude prices are $100/bbl by 2012/13

•OPEC overproduction could result in a low price scenario and demand at 120 mbpd

•Similarly reduction by OPEC to 30% share will cause much higher pices and reduce 
demand to 90 mbpd



Oil Demand Growth: OECD vs Non-OECD
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Tightening global crude supply availability will raise global crude prices 
and dampen both global and SA demand – exacerbated by the recession

• Most of the demand growth is in developing countries but even here demand is around 
3% - very much in line with recent forecasts for SA.

•Lower demand does not mean less economic grow th. Non-OECD GDP growth is assumed 
at 5% p.a. and reflects increasing energy efficiency / demand mangement. 



• We have consulted reputable 
SA economists, working with 
BER models, to forecast 
demand using EIA price 
forecasts. 

• Their forecast is that petrol 
demand growth will decline to 
under 2% p.a. from 2020.

• Whilst diesel growth outstrips 
petrol is still expected to decline 
to 3% p.a. by 2020.

Tightening global crude availability would re-establish $100-200/bbl prices 
and dampen both global and SA demand 



Demand in SA is likely to be very different from what was originally 
forecast – even at 4-5% economic growth forecasts 

• Forecasts take into account IEA crude price trends and increasing technology 
efficiencies from 2018.

•Lower demand does not mean less economic grow th.. 
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Implications for global refining margins
Recall Dislocation of Trend in Global Oil Demand 
due to recession and high crude prices
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• 3,5 mbpd decline in dmand due to the recession and by 2014 only 3,5 m bpd above 
2008.



“Less intuitively” significant capacity expansion is expected to continue 
with 7,7mb/d new primary distillation and 6,5mb/d upgrading capacity 

between 2008 and 2014.

• OECD refinery capacity will decline from 88% in 1Q2006 to 75% in 1Q2010.

• Thereafter the decline will continue to decline about 1% p.a. by 2014

Global Oil Demand vs Refining Capacity
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Refinery expansions
• IEA indicates planned new 
capacity in 2010-14 exclusively
<250kbd upgrades except China. 

An economic decision to invest 
in major capacity takes into 
account not only the capital 
efficiency but also the risk of 
low utilisation rates. 
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Some simple realities to consider

• $100/bbl - $200/bbl crude prices
• Demand will reduce as a result but still grow 

3% p.a. in developing economies
• A glut of refining capacity is expected to 

continue.

Environmental regulations could speed up and 
entrench the process
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