WISDOMTREE BLOG

What's Hot: IEA and OPEC demand forecasts
continue to remain a gulf apart

Published 16 February 2024

Nitesh Shah

Head of Commodities and Macroeconomic Research, WisdomTree Europe

Oil demand growth is weakening according to IEA

The International Energy Agency (IEA)’'s monthly report points to oil demand growth having weakened in
Q4 2023 (from 2.8 mb/d in 3Q23 to 1.8 mb/d in 4Q23) due to China. China’s ability to maintain last year’s
growth is under question as the post-COVID reopening boost has clearly passed. The IEA expects a 1.2
mb/d demand growth in 2024, compared with 2.3 mb/d last year.

Although OPEC maintains a bullish stance

The Organization of the Petroleum Exporting Countries (OPEC) on the other hand, remains bullish about
demand, expecting a 2.2 mb/d increase in 2024. That is close to double the IEA’s forecast. Compared to
last month, OPEC had upwardly adjusted it US demand forecasts and downwardly adjusted its European
demand forecasts, in an equally offsetting manner.

Maybe oil at $80/bbl is enough for the cartel

Based on IEA’s numbers, the oil market risks being in a surplus for most of 2024, if OPEC does not extend
its production cuts beyond March 2024. It is therefore surprising that OPEC has not yet started to build
the case for more cuts. Possibly Brent crude oil trading above US$80/barrel is enough to keep the group
content. The International Monetary Fund’s most recent estimate of the oil price that would allow Saudi
Arabia to be in a fiscal balance (where government revenues exactly match its expenditures) sits close to
US$80/bbl in 2024 compared nearly US$90/bbl in 2022. Maybe that is why Saudi Arabia’s has not been
as vocal in recent months in its call for production restraint as in the past as a result.

Source: International Monetary Fund, Regional Economic Outlook for Middle East and Central Asia,
Statistical Appendix, October 2023, WisdomTree. 2023 and 2024 are forecasts. Forecasts are not an
indicator of future performance and any investments are subject to risks and uncertainties.

But we caution that today’s crude oil price carries a geopolitical premium due to the troubles in the Red
Sea. Should that fade, prices could fall, exposing the need for further OPEC restraint.

US supply growth to slow

The US was the strongest source of supply growth in 2023. But there are doubts that pace of growth can
be maintained.
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OPEC had revised its expectations for US crude oil production in 2024 lower on account of the adverse
weather conditions in January 2024. However, at 310 thousand barrels per day (kb/d), its forecast is still a
lot stronger than US Energy Information Administration (EIA)’'s. The US Energy Information Administration
(EIA), which had released its monthly report a week before OPEC and the IEA, had revised its forecast for
US crude oil production this year significantly downwards. In January it expected 2024 US crude oil supply
growth of 290 kb/d and revised that lower to 170 kb/d in February. Moreover, its forecasts point to total US
crude oil production having peaked in December 2023 at 13.3 mb/d and that level not to be reached again
until 2025.

While slowing US supply growth will help in the journey to balance oil markets, we believe that OPEC and
its partner countries will need to extend its supply restraint and cut production beyond the March 2024
expiry of the current deal. We expect a new deal to be announced in early March 2024.

Related blogs

+ What's Hot: A volatile week in oil as security-driven supply concerns counter demand concerns
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Important Risks Related to this Article

Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the
Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom
Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as
applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other
step in furtherance of a public oering of shares or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own
opinions related to product or market activity, these views may change. Neither WisdomTree, nor any
ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever
for any direct or consequential loss arising from any use of this document or its contents.
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