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OPEC+ Affirms Commitment to Oil Cuts,
Defers Decision to Extend

Group that includes Russia will meet again in June.

By Bloomberg

March 18,2019

The 175th OPEC Conference Bloomberg

Saudi Arabia led fellow members of the OPEC+ coalition to reaffirm their commitment to
output cuts, but conceded they should defer until June the decision on whether to extend the
curbs.

A committee of the most influential members in the 24-nation alliance, which includes
Russia, Iraq and the United Arab Emirates, agreed to go beyond their pledged supply curbs in
the coming months. They also recommended canceling a planned April meeting, saying it
would be too soon to determine whether the cuts should continue into the second half.

The change in timing, which still needs to be agreed by the wider coalition, reflects what the
committee described as “ critical uncertainties” in the oil market, with U.S. sanctions
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threatening to remove significant supplies from Iran and Venezuela. It’s also the latest sign
that Russia, not Saudi Arabia, is setting the agenda for a group that controls more than half of
global crude production.

When OPEC and its allies agreed their production cuts in December, Saudi Energy Minister
Khalid Al-Falih was initially in favor of a decision to extend them into the second half of 2019
at the planned April meeting. Speaking before talks in Baku, Azerbaijan on Monday, he
acknowledged that “April will be premature to make any decisions.”

Russia and Iraq, the pact’s two other major producers, had pushed back against committing to
rolling over the OPEC+ cuts agreement so soon. Russian Energy Minister Alexander Novak
said on Sunday that uncertainties arising from production in Venezuela and Iran make it
difficult for the coalition to determine its next step before May or June.

New members

The Saudi minister spoke ahead of a meeting in Azerbaijan’s capital of the Joint Ministerial
Monitoring Committee, which oversees the production cuts. It was formed when the
Organization of Petroleum Exporting Countries first formed its alliance with non-members in
late 2016, initially consisting of Saudi Arabia, Algeria, Kuwait, Venezuela, Russia and Oman.

They agreed on Monday to add Iraq, Kazakhstan, Nigeria and the United Arab Emirates to the
committee, while Oman gave up its place.

The group’s cuts have helped engineer a 25 percent recovery in Brent crude this year. Prices
were little changed near $67 a barrel on Monday, well below the levels that most of the
producers need to cover government spending.

Market fundamentals have “significantly improved but more needs to be done,” Al-Falih said
on Monday. “We’re seeing inventories building, and even if they stop building we still have a
long way to go” to bring the market back into balance.

OPEC has faced pressure from U.S. President Donald Trump to “relax” its stance on curbing
supply, as severe strains on output from Iran and Venezuela threaten to trigger a shortage.

Al-Falih said the crises haven’t changed his view on the need to continue output restraints, as
losses in both those countries haven’t been severe enough to prevent a renewed accumulation
of oil inventories. The oil market is getting tighter, but not enough to reverse the cuts, he said.

If the slump in Iranian and Venezuelan supplies intensifies, OPEC is prepared to respond as it
has in the past, Al-Falih said.

Related article: Russia Says Oil Price War With U.S. Would Be Too Costly

Producers are conforming well with output cuts they agreed to make starting in January, and
their compliance is improving and will easily exceed 100 percent in March, Al-Falih said.
Saudi Arabia will pump about 9.8 million barrels a day in March and April and export less than
7 million barrels daily in both months, he said. The kingdom has a production target of 10.3
million barrels a day.
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“We agreed today we need to keep monitoring the situation and by May or June to discuss
decisions for the second half of the year,” Novak said on Sunday. Russia has trimmed its
output by an average of 140,000 to 150,000 barrels a day in March compared with October, the
reference month for Russia’s cuts, Interfax reported.

“Currently, the price is acceptable to all the parties, both to consumers and producers, and
you can see that the level of volatility is extremely low,” Novak said in an interview with
Bloomberg. “We may be balanced today but we don’t know what’s going to happen.”

Iraq is doing its best to adhere to its pledged reduction and will pump less in March than in
either January or February, Thamir Ghadhban, the Iraqi minister, said. While welcoming the
price boost from the current accord, he said he hopes that producers continue to put into
effect the cuts they’ve promised.

“We should continue till June and then decide, but we are continuously observing and
analyzing the market,” Ghadhban said.
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