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Worsening economic outlook

underpins market weakening
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Two year demand contraction in 08/09 first since early 1980s
OECD hit hard, but clear signs that non-OECD is slowing now too
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Structural shift to more difficult oil (access constraints)

..but cyclical element to costs too

Figure 9.10 ® Long-term oil-supply cost curve
Cyclical
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- Cost curves have moved higher, 560-80/bbl for some oil sands projects

Deep water not far behind
- But some cyclical easing of earlier cost inflation also now evident

- So picking an arbitrary ‘ideal’ price makes little sense

Source: |IEA Oil Market Report
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World oil production by source in the Reference Scenario
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64 mb/d of gross capacity needs to be installed between 2007 & 2030 - five times
the current capacity of Saudi Arabia — to meet demand growth & offset decline
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Cumulative energy supply investment in the

Reference Scenario, 2007-2030
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Investment of $26 trillion, or over $1 trillion/year, is needed, but the credit squeeze could
delay spending, potentially setting up a supply-crunch once the economy recovers ]6!_]
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igatonnes

Reductions in energy-related CO, emissions

In the climate-policy scenarios
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While technological progress is needed to achieve some emissions reductions,
efficiency gains and deployment of existing low-carbon energy accounts for most ](ir_]
of the savings. ( ]I



Change in world energy investment in the 450 Policy

relative to the Reference Scenario, 2010-2030
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3 Huge investment in power plants and energy efficiency is required to ](j‘—]
o shift the world onto a 450-ppm trajectory ](—]II\:‘
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Total oil production in 2030 by scenario
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Curbing CO2 emissions would improve energy security by cutting demand for fossil
fuels, but even in the 450 Policy Scenario, OPEC production increases by 12 mb/d
from now to 2030 ra ]l(‘
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Summary

1 There is a need for continued investment on supply side
to meet demand and declining production in mature fields

(JdWe must also invest in a cleaner energy future to
mitigate climate change

] Measures to mitigate climate change enhance energy
security

J Economic crisis is an opportunity to place a Clean Energy
New Deal at the heart of economic stumulus packages
everywhere



