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All stakeholders agree that the way to tackle global challenges is to increase 

cooperation in order to gain efficiency improvements

Global thinking
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► Topics

discussed

11th International Energy 

Forum (Rome)

Jeddah Energy 

Meeting

/ Ministerial Gas 

Forum

► Implications

 Global energy security

 Investment uncertainty

 Increasing costs, complexity 

 Risks of large investment 

projects

 Growing concerns  on 

environment

London Energy 

Meeting

 Increased oil price volatility 

and necessity of action from 

all stakeholders

 Opportunities for efficiency 

improvements via 

technological advancements

 Impact of financial crisis and 

economic slowdown

 Increased cooperation 

need between NOCs and 

IOCs to tackle key 

challenges 

 Increased cooperation of 

IOCs, NOCs and Service 

companies along the full value 

chain in investments, 

technology development and 

human resources

 Aims to identify ways to 

promote optimal levels of 

investment and more 

transparent markets

► Date  April 2008  June / November 2008  December 2008



Oil price has been highly volatile since 2000 responding to supply tightness 

and demand boom and to short term demand destruction

Oil price and capital markets
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Source: EIA
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► Oil price volatility (2000-2009)

S&P 500 & FTSE performance over past 5 years 

Bull market Bear market

► Stock market volatility (2000-2009)

► Bull market – Demand boom Drivers

 1. Oil demand growth exceeding supply growth

 2. Industry cost inflation

 3. Dollar weakness resulting in flight to commodities

► Bear market – Demand destruction Drivers

 1. Financial crisis

 2. Global recession resulting demand destruction

 3. Deleveraging of markets resulting in funding crisis



With lower oil prices E&P companies have curtailed E&P investments 

Capital spending
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Source: Upstream, Evaluate, companies & CSFB

0

40

80

120

160

200

2004 2005 2006 2007 2008YTD 2009E

C
a
p

e
x
 (

 i
n

 U
S

$
 B

ln
 )

► Status of Major Projects as result of lower oil price

► Capex Investments of oil companies* now being curtailed

 Industry increased

investments to build

productive capacity as

global demand

increases

 Investment plans reduced as

economic recession curtails short

term demand increasing the risk

productive capacity crunch

* Basket E&P companies include Shell,

BP, ExxonMobil, Total, OMV, CanArgo,

Devon, Occidental, Lukoil, Petrobras,

Marathon, Hess & Anadarko



Economic recovery could cause a rapid sharp rise in oil price as supply may 

struggle to respond higher demand

Top oil reserve holders
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Source: USGS estimates
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)Other Other Reserves upside

OECD OECD (Unconventional)

OECD Reserves upside OPEC

OPEC (Unconventional) OPEC Reserves upside

Resources Life

► Reserves and Resource lifespan ( bn boe, years)

2008 GDP 
burden at $70 

/ bbl oil

 Saudi Arabia : Sees no need to go beyond its 2009 capacity of 12.5 mmbpd at least until 2020

 Russia : Now in decline – flat production at best

 Venezuela : Plans for 5.8 mln bpd by 2012 up from current production of 2.3 mln bpd – requires enormous

commitment in investments

 Mexico : Working hard to arrest decline

 Iraq : Window of opportunity for IOCs in medium-long term

 Iran : Investment needed but opportunities for IOCs remain limited for the time being

 Canada : Oil sands uneconomic at current oil prices

 Angola : 0.5 mln bpd in built growth over next 5 years but in deep water declines are rapid

 Brazil : Material subsalt contribution to production 10 years away



Only significant investment can tackle the accelerating natural decline that 

removes 5 mln bpd capacity every year creating supply shortage within 5 years

Oil supply and demand

6* IEA decline estimates revised to c. 6.7% in World Energy Outlook 2008 

Source: CERA, IEA WEO 2007, OPEC

► Oil supply and demand trends ( mln boepd)

► Investment time horizons of key stakeholders
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Liquids declining at 6% pa

Flat demand

Demand collapse

41 mmbld

33 mmbld

Deep Recession – OECD demand 
destruction 16% and Non OECD 

demand flat through to 2010. Post 
2010 OECD demand  flat and Non 
OECD demand growth at ca. 2%

Latest (11 Feb  
2009) IEA 
demand 

projections for:

2008 – 85.7 
mln b/d

2009 – 84.4 
mln b/d

0.6 % yoy 
decline

Politicians

IOCs

NOCs

Capital Markets

Larger IOCs

NOCs with higher gov’t control

IOCs with limited financials 

NOCs with lower gov’t control

short medium long
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► European gas production and consumption scenarios (bcm, 2000 – 2030)

Gas supply and demand in Europe

On the European gas market not even significant investment can provide the 

necessary supply based on indigenous production forecast

Source: MOL estimates
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Integrated companies are less volatile than pure exploration and production 

players due to their diversified operations along the value chain

Risk profiles

► Volatility of integrated and upstream companies* (market capitalization change in %, 2000-2009)
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An NOC-IOC cooperation can be mutually beneficial in the current oil price 

cycle due to similar investment horizons and complementary skills

Investment horizon
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Private Equity

IOCs

NOCs Middle East NOCs

Equity Markets

Debt Markets

► Investment time horizons of key stakeholders

* for illustrative purposes only

Source: MOL Advisory

► Outlook on oil price cycle *
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MOL with its vertically integrated oil business is better positioned to manage its 

overall business through the current oil cycle

Vertical integration of MOL
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Oil Field

Storage

Trading / Wholesale

PetroChemicals

Chemical Products

Wholesale

Offshore Pipes / Shipping

UPSTREAM

DOWNSTREAM

Exploration Development Acquisitions

Refining

Oil Products

Retail

Oil Business Chain

Global Spot 
Market

E&P

44%

R&M

39%

G&P

14%

PetroChem.

4%
Corp. & other

-6%
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► Oil price vs. MOL Earning

► MOL 2008 EBITDA distribution

► Oil Business Chain



„The real man smiles in trouble, 

gathers strength from distress, 

and grows brave by reflection.” 

- Thomas Paine 

Thank you for your kind attention!


