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History and Office Locations 

ÅEstablished 1990 

ÅAberdeen, Canterbury, London, New York, 
Houston & Singapore 

Activities & Service Lines 

ÅBusiness strategy & advisory  

ÅCommercial due-diligence 

ÅMarket research & analysis 

ÅPublished market studies 

Large, Diversified Client Base 

Å1,000 projects, 70 countries 

ÅLeading global corporates 

ÅEnergy majors and their suppliers 

ÅInvestment banks & PE firms 

ÅGovernment agencies  

Spanning  the Energy Sectors 

Å10 years in offshore renewable energy  

© Douglas-Westwood Limited 2013 

Our Business 
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Demand versus Supply Driven Forecasting 

GDP 
Growth 

Oil Demand 
Growth 

Oil Supply 
Growth 

Å exogenous ÅὪὋὈὖ ὫὶέύὸὬ ÅὪὨὩάὥὲὨ ὫὶέύὸὬ 

Demand-driven Forecasting 

Oil Supply 
Oil Demand 

Growth 
GDP 

Å exogenous ÅὪὕὭὰ ίόὴὴὰώ ὫὶέύὸὬ ÅὪὕὭὰ ίόὴὴὰώ
ὩὪὪὭὧὭὩὲὧώ ὫὥὭὲί 

Supply-driven Forecasting 
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Demand versus Supply Driven Forecasting 

GDP 
Growth 

Demand 
Growth 

Supply 
Growth 

Å exogenous ÅὪὋὈὖ ὫὶέύὸὬ ÅὪὨὩάὥὲὨ ὫὶέύὸὬ 

ÅTraditional forecasting model 

ÅMany forecasters will never see anything but this during their 

entire career  

ÅVirtually all forecastersðinvestment banks, oil companies, and 

industry analysts, the US and foreign governmentsðuse 

demand-constrained models. 

 

Demand-driven Forecasting 
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Demand versus Supply-Driven Forecasting 

GDP 
Growth 

Demand 
Growth 

Supply 
Growth 

ÅSupply growth is a function of non-OPEC supply and OPEC supply 

ÅOPEC provides the residual: ñCall on OPECò 

ÅOPEC is to stabilize prices with increased production or production 

cuts 

 

Traditional Oil Markets Forecasting 

Call on OPEC ὝὬὩ ὙὩίὭὨόὥὰ 
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BP / IEA Forecasting 

ÅA demand-driven interpretation. 

άDƭƻōŀƭ liquids consumption is projected to reach 104 Mb/d by 2030 
but growth slows to 0.8% p.a. (from 1.4% p.a. in 1990-2010 and 
1.9% p.a. in 1970-90).έ 

 
ά5ŜƳŀƴŘ growth comes exclusively from rapidly growing non-OECD 
economies. China, India and the Middle East together account for 
nearly all of the net global increase. OECD demand has peaked and 
consumption is expected to decline by 5.6 aōκŘΦέ 

BP Energy Outlook, Jan. 2013 (pp. 33, 39) 

From BPôs Energy Outlook, 2013 
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BP / IEA Forecasting 

BP Energy Outlook, Jan. 2013 (p. 41) 
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BPôs View of the Residual Call on OPEC 

GDP 
Growth 

Demand 
Growth 

Supply 
Growth 

Call on 
OPEC 

ÅBP solves oil supply 

growth > demand 

growth with rising 

spare capacity in 

OPEC. 

ÅThis means purely 

Saudi Arabia, barring 

unexpected outages in 

other countriesðon 

which more later. 

BP Energy Outlook, Jan. 2014 (p. 32) 
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Assumptions of Demand Constrained Forecasting 

ÅOil demand is weak 

- GDP growth is endogenously weak, or 

- Social tastes or demographics have changed 

ÅOPEC is central 

- OPEC has enormous leverage 

- OPEC discipline is key to industry economics 

ÅOil prices are balanced on a knifeôs edge 

- Any excess supply or lack of OPEC discipline will tank oil 

pricesðand with it, the IOCs 
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Demand versus Supply Driven Forecasting 

Oil Supply 
Growth  

(OPEC + non-OPEC) 

Oil Demand 
Growth 

GDP 
Growth 

ÅExogenous, 
OPEC and non-
OPEC considered 
together 
ÅAssumes limited 
accommodation 
from OPEC 

Supply-Constrained Forecasting 

ÅA ñbinding constraintò view of economic growth 

ÅOil supply growth is insufficient, reducing GDP growth 

 
ÅInherent Demand 
Growth ς from 
unconstrained 
supply 
ÅObserved 
demand growth ς 
Growth actually 
observed in the 
data, less than 
inherent demand 
growth 

ÅEfficiency Gain 
ς Economy 
decreases 
energy 
intensity over 
time 

ÅResidual 
If efficiency 
gains + oil 
supply growth 
not sufficient, 
GDP growth 
will be limited 
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Supply-Constrained Pre-Conditions 

Need to demonstrateé. 

Constrained Supply 

ÅDemand is likely higher than demonstrated 

ÅOil supply growth is constrained 

ÅOil is a key enabling commodity (can affect GDP) 

ÅConstrained oil supply is materially affecting economic activity 

ÅEfficiency gains are likely not enough 

ÅGDP growth is off trend 

 

Traditional Forecast (Demand-driven) 

ÅñPeak demandò largely unsupported 

ÅOil prices sustaining in the face of supply growth in excess of 

forecast demand 
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Full Cycle Gas Economics 

Source: Barclays Capital 

ÅNatural gas prices will continue to rise 

ÅMedian required breakeven price is around $8 / mmbtu 

E&P Capex per Barrel 
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