22nd December 2006

Good morning/afternoon and Seasons Greetings to all,

For your information I replied to a journalist’s question (in bold) as below last week when quizzed about it in the Far East. It seems this view matches many others:

What is the projected growth rate from now until 2015 for oil consumption and supply? 

I project a growth rate in consumption, and thus supply, of between 1% and 2% per year from now until 2012, averaging the 1.8% per year rate that has been witnessed over the last 20 years. 

After 2012 new supplies will be unable to sustain these rates and I project between 0% and 1% declines each year over the subsequent 3 years. Growth and decline will in truth be erratic as chaotic price movements drive demand up and down.

The detailed Energyfiles production forecasts contradict recent projections by Cambridge Energy Research Associates (CERA) who foresee growth until 2030. CERA’s aim seems to be to challenge “the peak oil theory” but without demonstrating realistically where its forecast oil will come from. Production data do not support long term growth and CERA’s announcements are actually turning attention away from the real issues, although they purport to do the opposite. It would seem that CERA overestimates the ability - and perhaps willingness - of the OPEC countries to meet higher and longer periods of demand growth. CERA may fail to understand that global oil resources, however large, are almost irrelevant to the short term question of supply and that late stage oil flows may reduce decline rates but rarely, if ever, affect peak. Good engineers and production geologists know this in individual fields, and it has been demonstrated empirically in almost all of the hundreds of sedimentary basins where decline has begun. 

Hope this adds to the debate.

Best regards

Michael
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