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Excellencies, ladies and gentlemen,

Good morning.

| would like to thank His Excellency Mohammed bin Saleh Al Sada
and his staff at Qatar’s Ministry of Energy and Industry, as well as the
International Energy Forum, for the invitation to speak at this 6th Asian
Ministerial Energy Roundtable. It is a pleasure to be here in Doha.

And | would also like to thank our Chair this morning, His Royal
Highness Prince Abdulaziz bin Salman Al-Saud, Saudi Arabia’s Vice
Minister for Petroleum and Mineral Resources, for his introduction. |
look forward to our discussions in this opening plenary session.

There is evidently much for us to discuss, given events in the oil
market over the past 18 months or so. Since July 2014, the market has
witnessed a great deal of volatility. Prices have fallen by 60 per cent,
many investments have been deferred or even cancelled, manpower
has been laid off, supply has been greater than demand, stocks have
risen above their five-year average, and the market has been
searching for balance.

It leads me to the question asked by this session: have recent
events created ‘a new normal’ for the oil market, or is it just ‘another
cycle’ in the oil industry’s history?

The industry has gone through many cycles. We have had
periods when prices were low, and periods when prices were high. We
have seen times when supply outstripped demand, and times when



supply has struggled to keep up. There have been long periods of
stability, as well as some periods of instability.

| am sure some of us here can recall the supply and demand
challenges of the early 1980s and the price drop in 1985-1986. The
OPEC Reference Basket fell from around $25/b in November 1985 to
just $8/b in July 1986.

In 1997 and 1998 there was the Asian financial crisis, and
another price drop. The OPEC Reference Basket fell from around $20/b
in October 1997 to $9/b in December 1998.

In the early years of the last decade we saw strong demand
growth, particularly in Asia, which led to rising prices.

And at the end of 2008 there was the global financial crisis, when
prices dropped from around $140/b to the mid-$30 range.

The current cycle was triggered by oversupply. But what is
different on this occasion is that most of the supply increases in recent
years have come from high-cost production. The market is now taking
on board this new reality and gradually resetting itself, as we can see
with falling non-OPEC supply growth and stronger demand.

As with previous cycles, the industry will come through this one.
In fact, cycles have helped make it increasingly resilient and more
efficient. Our industry is built on strong foundations.

Nevertheless, we should recognize that each cycle does bring
with it changes and challenges.

For example, from 2014 to 2015 the industry has seen a fall in
exploration and production investment of around $130 billion. This
equates to a 20 per cent drop.

And questions are being asked as to what might be the medium-

and long-term impacts of the recent manpower cuts, particularly given



that the industry was experiencing critical shortages even before this
cycle.

Of course, there are also many other ongoing challenges: the
uncertain prospects for the global economy; environmental issues and
concerns; excessive speculation and the role of financial markets; the
impact of geopolitics; and advances in technology and their impacts
on exploration and production, to name just a few.

Moreover, many new factors may be just around the corner; there
are always unknowns.

So while cycles come and go, we need to appreciate that the
industry never stands still.

This brings me to the second question of the session: ‘what does
it mean for Asia?’

Asia has a number of significant producers, but overall it is a
major importer of crude and products. Thus, the price fall will no doubt
have been beneficial to many of its economies. We should also recall
that many Asian economies flourished during periods of higher prices.

However, low prices for a long time are not good for anyone. The
same goes for high prices.

The industry will need to supply more oil in the future, much of it
going to the Asian region. And this will need more investment.

We see oil demand increasing by around 17 million barrels a day
between now and 2040, reaching close to 110 million barrels a day by
then. And 70 per cent of this growth alone is expected to come from
the developing Asia region.

It will mean that over the next 25 years or so Asia will see energy
and oil imports increase from almost all regions - but mainly from the
Middle East, where many OPEC Members are located. Let me stress



here that all our Member Countries remain committed to making sure
customers receive secure and regular oil supplies to meet their
demand needs.

In terms of oil-related investment requirements, these are
estimated to be around $10 trillion between now and 2040. There are
huge investments that need to be made.

Thus, it is vital to keep in mind the link between the marginal
cost, the price and investments. It leads to me the question: are
current prices at a level that will see all the necessary future
investments take place? Itis clear they are not. At current price levels
not all of the necessary future investment is viable.

Given that Asia is central to the global oil market’s future, as the
engine of economic growth and oil demand in the decades ahead, it is
vital the region understands the oil market’s short- and long-term
market dynamics.

It is clear that the importance of dialogue between the world’s
energy stakeholders - especially in terms of bringing together
producers and consumers together - has never been greater. In this
regard, | am sure we can all appreciate the benefits of this Roundtable.

Excellencies, ladies and gentlemen,

Allow me to finish by bringing us back to today. The expectation
is that the market will return to more balance in 2016. We see global
oil demand maintaining its recent healthy growth. We see less non-
OPEC supply. And we see an increase in the demand for OPEC crude.

A more balanced market is clearly beneficial to us all - both
producers and consumers.

Thank you for your attention.



