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New worries on the oil market 
 
There has been a noticeable increase in concerns that 
the ISIS offensive in Iraq could lead to massive supply 
losses. With an output of 3.5 million barrels per day (1 
barrel = 159 litres), Iraq is the second-biggest OPEC 
producer after Saudi Arabia, accounting for 4% of 
global oil production.  
 
In the past, the global oil markets have responded sensi-
tively whenever major oil-producing countries have been 
in the headlines. One recent example was during the 
2011 "Arab Spring" when the spotlight was on countries 
such as Libya. Another was in 2012 when sanctions 
were imposed on Iran, limiting the country's oil exports. 
It therefore hardly comes as a surprise to learn that the 
markets have focused on concerns over the loss of exten-
sive supplies from Iraq. So far, the fighters of the Sunni 
extremist group ISIS have mainly been active in the north 
of the country, which exports just under 500,000 barrels 
of crude oil per day. However, oil exports from this 
region have already been at a standstill since March 
following damage to the Kirkuk-Ceyhan pipeline. At 
around 2.5 million barrels per day, the lion's share of 
Iraq's oil exports come from the Shi'ite south of the coun-
try, which means that any loss of this source of produc-
tion would be all the more serious. However, there has 
not yet been any disruption of these supplies.  
 
Production losses at peak levels 
Disruptions to oil supplies are already routine as it is. 
Production losses, mostly resulting from political crises, 
are currently running at a record level of more than 3 
million barrels per day. According to the US Energy 
Information Administration (EIA), this is the highest level 
since the 2011 data. Against this background, it might 
seem surprising that oil prices are not significantly high-
er. The reason they are not is that the markets are still 
well supplied with oil. 
 
Global supply losses in thousands of barrels per day 
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Stable OPEC production quotas  
OPEC, the Organization of the Petroleum Export-
ing Countries, accounts for around 30% of global oil 
supplies. At its twice-yearly meeting on 11 June, the 
cartel confirmed its production target of 30 million bar-
rels per day for the fifth occasion in succession. Saudi 
Arabia plays a key part in OPEC. So far the Saudis have 
been able to step into the breach whenever production 
fell too far short of the organization's target. According 
to the International Energy Agency (IEA), the desert 
kingdom currently has free reserve capacity of 2.5 mil-
lion barrels per day.  
 
US oil boom continuing 
Another reason for the good supply situation is the ex-
pansion of non-OPEC supplies. New production methods 
such as fracking are opening up previously inaccessible 
oil reserves, and 2013 saw production increase by a 
record 1.1 million barrels per day. This year, the EIA 
expects US oil production to average 8.4 million barrels 
per day (2015: 9.3 million barrels), enabling the world's 
biggest consumer of oil to further reduce its import re-
quirements. 
 
Conclusion: prices are being driven by the supply side 
The demand side, which is likely to increase on a similar 
scale to the two previous years, will not be the key price 
driver in 2014. Developments on the supply side will be 
more crucial. As long there is a question mark hanging 
over Iraqi supplies all eyes will continue to be on the 
Middle East. Barring any further deterioration in the 
situation in Iraq, attention will be likely to focus increas-
ingly on the fundamentals of an adequately supplied 
market, which will put prices under pressure. For the next 
few months, we expect the European benchmark variety 
Brent Crude to trade at around USD 110, its average 
price since 2011.  
 
Price trend of Brent and WTI in USD/barrel 
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Average since 2011 
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