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Saudi Assets Lead global recoverable reserves 
The Khurais and Manifa project is Saudi Arabia have the most recoverable reserves among the world’s 
top 100 upstream developments, with approximately 19.4bn boe and 13.7bn boe, respectively, 
according to research and consulting firm GlobalData. The company’s latest report states that these 
assets boat substantial recoverable crude oil reserves, with Khurais having 18.2bn barrel and Manifa 
holding 13.5bn barrels. The project also have recoverable natural gas reserves of 6.8tn cf and 1.4tn cf 
respectively. 
 
Robert Stevens, GlobalData’s Lead Upstream Analyst covering the Middle East and North Africa, says 
that despite these impressive reserves, Saudi Aramco, which owns both fields, has encountered a 
number of difficulties during their development. ‘The Khurais project has the distinction of being one of 
the largest oil development projects in the world. The most recent activity saw 12 drilling rigs running 
simultaneously between 2006 and 2009, creating about 300 wells, with production beginning in June 
2009. A major challenge for operations in the Khurais field is to increase the recovery rate of crude, but 
given the field’s vast size, even a 1% increase in recovery rate would result in millions of additional 
barrels. Security is also a problem for Khurais, despite the sustained efforts of the Saudi Arabian 
government and Saudi Aramco.’ 
 
A different set of issues faced the Manifa field, where most drilling activities and the construction of the 
central processing facility for crude oil production were undertaken on the coast. Stevens comments: 
‘Saudi Aramco and the contractors of the Manifa field confronted numerous environmental and 
economic obstacles during the development of the field. Environmental issues in the Arabian Gulf 
include earthquakes, which the contractors had to ensure the structures could withstand during 
construction.’ 
 
Libyan output continues to drive OPEC production rise 
Oil production from OPEC totaled 30.6mn b/d September 2014, up 400,000 b/d from August and the 
highest level since December 2013 when the oil producer group pumped an average 30.65mn b/d, 
according to the latest (15 October) Platts survey of OPEC and oil industry officials and analysts. A 
further recovery in Libyan production and higher volumes from Iraq drove the increase. 
 
Libya produced an average 780,000 b/d in September, around 230,000 b/d more than August’s 550,000 
b/d and the highest volume since July last year when production fell to 1mn b/d as a series of strikes and 
protests shut in fields and facilities. Libyan production ramped up quickly in September after key export 
terminals Es Sider and Ras Lanuf reopened, reaching some 925, 000 b/d at the end of the month. 
However, new strike action in the east of the country has pushed output back to around 765,000 b/d, 
raising a question mark about whether Libya can sustain the higher levels. 
 
Libyan production, which had been running close to 1.6mn b/d in early 2011 before the beginning of the 
bloody uprising against Colonel Gadaffi, fell to negligible levels that summer and eventually recovered to 
1.4mn b/d in early 2013. 
 
Iraq, meanwhile, boosted output in September by some 200,000 b/d to 3.15mn b/d, the survey showed. 
This was the highest level since June but still below the 3.28mn b/d estimated for May. Pumping and 
storage constraints continue to limit Baghdad’s export capacity, which is now concentrated on its 



southern terminals because the advance of militant Islamists across the north of the country has closed 
the key export pipeline linking Kirkuk with the Turkish Mediterranean. 
 
The September output total leaves OPEC exceeding its 30mn b/d crude oil production ceiling by 600,000 
b/d, at a time of rising non – OPEC supply, in particular from the US where the shale boom has 
revolutionized production, and falling demand. 
 
Asian refiners go for new US exports  
 
Japan and South Korea are main cargo destinations, with demand from China seemingly absent 
US distilled condensate exports are mainly going to East Asia, but cargoes are moving to refiners rather 
than to feed new splitting capacity, reports Argus Global Markets. US firms Pioneer and Enterprise have 
been exporting lightly distilled condensate since July. Shipments started after the US Commerce 
Department agreed that their wellhead condensate stabilization processes involved enough distillation 
to turn the resulting liquids into products, and escape strict crude export controls. Most of the cargoes 
have gone to refineries in Japan and South Korea, although two may have gone to Rotterdam, notes the 
analyst. 
 
Japanese trading firm Mitsui loaded the first cargo, from Enterprise, in July. Japanese refiner Cosmo Oil 
landed a 300,000 barrel cargo at its 112,000 b/d Yokkaichi refinery in early October. South Korean 
refiners are also taking US distilled condensate. Chevron affiliate GS Caltex bought a 400,000 barrel 
cargo, probably from Mitsui, which arrived at its 750,000 b/d Yeochon refinery in early September. SK’s 
400,000 barrel cargo is expected to arrive in South Korea in November. Neither Cosmo nor GS Caltex has 
a condensate splitter and both will process the US oil in their refineries. It is unclear whether SK will take 
the November cargo to its 870,000 b/d Ulsan refinery or its 140,000 b/d Inchon condensate splitter, 
which started up in June.  
 
North – East Asian refiners compare the US cargoes to Qatari DFC condensate and have been attracted 
by wide discounts to the Mideast Gulf market. For a condensate, DFC yield high amounts of middle 
distillates, making it a popular choice for splitter operators and refiners in the Asia – Pacific. However, 
the US cargoes have so far been heavier than DFC – with 15% to 20% residue yields – making them less 
suitable for splitters.  
 
More US distilled – condensate cargoes may go to the Asia – Pacific Japanese trading firm Mitsubishi has 
a deal to buy around 10,000 b/d from Enterprise for September – December, with an option to extend. 
However, Chinese demand appears absent, limiting the market mainly to Japan and South Korea – 
although Indian firms have expressed interest in US cargoes. Refiners Essar and reliance but DFC and 
fellow Qatari condensate LSC and would be likely buyers. But India classifies US condensate as a 
product, because of the preliminary distillation process, and the extra import duties make running it 
unprofitable. 
 
The US Energy Information Administration (EIA) has recently begun to classify US exports of treated 
condensate as ‘kerosine and light gas oil’ in its Petroleum Supply Monthly report. The first 13,000 b/d 
exported from the Gulf coast in July. 
 
Positive outlook for integrated oil and gas industry 
Sector also faces increasing capital intensity and execution risk 



Robust oil prices and major upcoming onstream projects look set to boost global oil and gas sector 
earnings before interest, taxes, depreciation, and amortization (EBITDA) 5% - 6% in both 2014 and 2015, 
according to Moody’s Investors Services. However, the sector is expected to face increasing capital 
intensity and execution risk as it shift from traditional to more costly and complex oil and gas resources. 
 
‘Although oil prices have recently retreated, we still expect them to remain relatively strong. In addition, 
a string of major projects are due to come onstream and ramp up in 2015 – 2016, which will deliver 
volume and cash flow growth,’ commented Thomas Coleman, Moody’s Senior Vice President. ‘However, 
companies still face production growth challenges because of the sheer volume that companies must 
replace and the shift to resource developments in harder to drill areas.’ 
 
The industry’s shift to more costly and complex developments like deepwater and pre – salt projects, 
heavy oil and synthetic crudes, large integrated LNG projects and unconventional shale, reflects the 
companies’ exclusion from many of the most attractive oil provinces, their move to invest in LNG and 
unconventional resources, as well as portfolio rationalization, notes the rating agency. Sector operating 
and capital costs have also increased dramatically over the past few years, pressuring capital returns, 
despite fairly robust upstream profits and relatively stable unit cash margins. Rising unit costs reflect 
increasing project complexity, longer cycle times and higher maintenance and safely requirements, as 
well as sector inflation in the face of rising oil prices and labour and equipment shortages. 
 
However, with the completion of numerous large upstream projects, the capital spending cycle is 
turning. Consequently, the trend in sector negative free cash flows and rising debt levels are expected to 
moderate from 2015 through to late – 2016. Many of the leading integrated companies are taking a 
pause from long – cycle investments to focus on more capital efficiency and shareholder rewards. This 
could slow down sector growth even if investor returns ultimately improve. 
 
Integrated oil companies also face heightened political risk, with major regional conflict ongoing in the 
Middle East and the Ukraine. However, the integrated companies generally have scale and good 
geographic diversification to help offset the political risk. As a result, Moody’s sees the conflicts 
primarily affecting long – term growth opportunities rather than near – term cash flow and production. 
 
Downstream results should improve modestly, claims Moody’s. Despite rising overcapacity globally form 
newbuilds and slower demand growth, US refiners are benefitting from discounted crudes and lower 
energy costs. However, increasing global capacity and weak demand will keep pressure on the European 
refining sector in particular. (These issues will be addressed in next month’s accompanying Future 
Refining & Storage Supplement.) 
 
Reporting this ‘positive’ outlook for the global oil and gas sector, Moody’s notes it would move the 
outlook to ‘stable’ if the integrated oil and gas sector’s EBITDA was predicted to grow by between – 5% 
and 5% (annualized) over the next 12 to 18 months. Expectations for a 5% or greater retreat in EBITDA 
growth would lead it to change the outlook to ‘negative’. 
 
 


