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Overview 

• Growth in global oil demand continues to decelerate, weighed down by renewed Chinese 
lockdowns and an ongoing slowdown in the OECD. This is partly offset by large-scale 
switching from gas to oil, estimated to average 700 kb/d during 4Q22 and 1Q23, double the 
level of a year ago. World oil demand is forecast to rise by 2 mb/d in 2022 and 2.1 mb/d in 
2023, marginally lower than in last month’s Report. 

• World oil production rose 790 kb/d in August to 101.3 mb/d, with a strong recovery in Libya 
and smaller gains from Saudi Arabia and the UAE offset by losses in Nigeria, Kazakhstan 
and Russia. From August through December, growth is forecast to slow, edging up by just 
280 kb/d to 101.6 mb/d. In 2022, global production is forecast to rise by 4.8 mb/d, to 100.1 
mb/d, and by 1.7 mb/d in 2023 to 101.8 mb/d. 

• Persistent demand weakness in China considerably slowed the pace of a summer ramp-up in 
refining activity. After reaching a post-Covid peak in August of 81.4 mb/d, refinery 
throughputs are expected to fall in September-October on seasonal maintenance. With lower 
runs, refined product inventories are now unlikely to see any substantial builds for the 
remainder of the year. 

• Russian total oil exports rose by 220 kb/d in August to 7.6 mb/d, down 390 kb/d from pre-
war levels. Estimated export revenues fell by $1.2 bn to $17.7 bn. Russian crude oil imports 
into the EU/UK have fallen by 880 kb/d since the start of the year to 1.7 mb/d, while imports 
from the US have risen by 400 kb/d to 1.6 mb/d. Iraq, Norway, Guyana and Saudi Arabia 
have also increased shipments to the EU. 

• Global observed inventories fell by 25.6 mb in July on a drawdown in crude stocks in China 
and oil on the water as well as from IEA government stocks. OECD industry stocks rose by 
43.1 mb to 2 705 mb, narrowing the deficit versus the five-year average to 274.9 mb. IEA 
member countries released nearly 180 mb of public stocks from March through August, with 
over 50 mb to be delivered through October. 

• Brent futures lost $34/bbl and backwardation fell 65% in just three months following a June 
peak, reflecting a seasonal slowdown in refinery purchases and increased supplies, as well 
as escalating concerns about the world economy. Growing pessimism about an Iran deal 
offered some support to prices that saw Brent recover to over $93/bbl at the time of writing. 
Freight rates remain stubbornly high.  

 
Highlights 
Brent crude oil futures slipped below $90/bbl in early September, the lowest level since January and 
more than $34/bbl below a June peak. This is the largest 90-day decline since March-April 2020 and 
is only exceeded prior to 2020 by market routs in 2014-15 and 2008-09. Yet, diesel and jet fuel 
markets remain exceptionally tight, as reflected in current pricing. 
For now, a deteriorating economic environment and recurring Covid lockdowns in China continue 
to weigh on market sentiment. Nevertheless, world oil demand is forecast to grow by 2 mb/d in 2022 
and 2.1 mb/d next year. Jet fuel dominates growth, while road transport demand wanes. Robust oil 
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use for power generation in the Middle East and in Europe due to record natural gas and electricity 
prices is providing additional support. 
At the same time, more oil is hitting the market. IEA member countries released nearly 180 mb of 
government stocks from March through August, with a further 52 mb scheduled for the next two 
months. Moreover, world oil supply increased by 790 kb/d in August to 101.3 mb/d – up more than 
5 mb/d on a year ago. Russian oil production and exports have proved resilient, with August levels 
only 400-450 kb/d below pre-war levels. Despite a 2 mb/d drop in Russian crude and oil products 
shipments to Europe, the US, Japan and Korea since the start of the year, the rerouting of flows to 
India, China, Türkiye and others has mitigated upstream losses. 
However, the EU embargo on Russian crude oil and product imports that comes into effect in 
December 2022 and February 2023, respectively, is expected to result in deeper declines. An 
additional 1 mb/d of products and 1.4 mb/d of crude will have to find new homes. An EU ban on 
maritime services may force further reallocations from third countries not agreeing to the proposed 
G7 price cap. Russian total oil production is forecast to decline to 9.5 mb/d by February 2023, a 1.9 
mb/d drop compared to February 2022. 
Such losses would still leave the market oversupplied in 2H22, by close to 1 mb/d, and roughly 
balanced in 2023. But product markets, especially diesel, are expected to remain in deficit due to 
downstream capacity constraints outside of China. Global diesel markets have tightened this year, 
with demand robust and as lower Chinese export quotas have sharply reduced its sales abroad. More 
recently, newly introduced taxes in India have discouraged exports from Asia’s largest supplier. 
The EU has so far largely maintained Russian diesel import volumes at around 600 kb/d, but from 
next February these volumes will need to be replaced by other sources. Three large refinery projects 
in Kuwait, Nigeria and Mexico coming online by the end of 2023 will eventually increase global 
diesel availability. The proposed price cap mechanism would also need to work in order to assure 
overall diesel supply for the global market is met and so that European importers can switch to flows 
from the US, Middle East and India. Failing that, and assuming Russia will not be able to ship diesel 
in significant quantities outside the price cap, European, Latin American and African importers 
could be competing for a rather smaller pool of available flows.  
Balancing act 
OPEC+ crude oil production1 
million barrels per day 

 

Jul 
2022 
Supply 

Aug 
2022 
Supply 

Aug 
Prod 
vs 
Target 

Aug 
2022 
Target 

Sustainable 
Capacity2 

Eff   
vs Aug3 

Algeria 1.02 1.02 -3% 1.06 1.01  

Angola 1.18 1.18 -35% 1.53 1.16  

Congo 0.26 0.27 -6% 0.33 0.28 0.01 

Equatorial 
Guinea 0.10 0.08 -5% 0.13 0.11 0.03 

Gabon 0.19 0.20 1% 0.19 0.20 0.00 

Iraq 4.53 4.54 -11% 4.65 4.70 0.16 



3 
 

 

Jul 
2022 
Supply 

Aug 
2022 
Supply 

Aug 
Prod 
vs 
Target 

Aug 
2022 
Target 

Sustainable 
Capacity2 

Eff   
vs Aug3 

Kuwait 2.77 2.80 -1% 2.81 2.79 -0.01 

Nigeria 1.08 0.98 -85% 1.83 1.33 0.35 

Saudi 
Arabia 10.81 10.96 -4% 11.00 12.22 1.26 

UAE 3.33 3.40 22% 3.18 4.12 0.72 

Total 
OPEC-10 25.27 25.43 -126% 26.69 27.93 2.52 

Iran4 2.49 2.52   3.80  

Libya4 0.65 1.08   1.20 0.12 

Venezuela4 0.63 0.69   0.76 0.07 

Total 
OPEC 29.04 29.72   33.69 2.71 

Azerbaijan 0.56 0.55 -16% 0.72 0.58 0.03 

Kazakhstan 1.40 1.24 -47% 1.71 1.65 0.41 

Mexico5 1.62 1.65  1.75 1.66 0.01 

Oman 0.87 0.85 -3% 0.88 0.86 0.01 

Russia 9.82 9.77 -123% 11.00 10.20  

Others6 0.86 0.88 -22% 1.11 0.93 0.06 

Total Non-
OPEC 15.13 14.95 -211% 17.16 15.88 0.51 

OPEC+-19 
in cut deal4 38.78 38.73 -337% 42.10 42.15 3.03 

Total 
OPEC+ 44.17 44.67   49.57 3.22 

1. Excludes condensates. 2. Capacity levels can be reached within 90 days and sustained for an 
extended period. 3. Excludes shut in Iranian, Russian crude. 4. Iran, Libya, Venezuela exempt from 
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cuts. 5. Mexico excluded from OPEC+ compliance. Only cut in May, June 2020. 6. Bahrain, Brunei, 
Malaysia, Sudan and South Sudan. 
 


