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from 2019 to 2020, the numbers for the IEA and OPEC are almost the same: 
a decline of about 1.1 Mb/d.  

The second development on the chart is more important.  While the EIA and 
the IEA have reduced their projections for 2020 throughout this year, OPEC 
has become more optimistic about the need for its crude next year.  Between 
July and November, they increased their 2020 Call on OPEC by 300,000 b/d, 
primarily as a result of lower non-OPEC production.   The IEA and EIA both 
reduced their Call on OPEC by 200,000 b/d, predominantly because these 
agencies reduced their 2020 demand projections. 

The fact that OPEC analysts have raised the expected 2020 Call on OPEC, will 
give the decisionmakers in Vienna some support if they decide to maintain 
the current output cuts.  This is probably the base case that the market 
expects.  Deeper cuts will probably boost oil prices, while a production boost 
will cause oil prices to soften. 

For the tanker market, the implications are less clear-cut.  A boost in 
production should in theory increase tanker demand, but a resulting slump in 
oil prices may reduce U.S. production growth and exports, with negative 
implications for ton-mile demand.  Watch this space! 

  

 
 

 
   

 

 

 

 

 

 

What will OPEC decide in their December meeting? 

In December, the Organization of the Petroleum Exporting 
Countries (OPEC) will gather in Vienna for their annual 
discussion on future levels of oil production and exports.  
Since 2016, these discussions include a group of 11 non-OPEC 
members.  The group, informally called “OPEC+" includes 
Russia, Mexico, and Kazakhstan.  The combined group has a 
significant market share: in October 2019 they produced 
almost 50% of global output.  However, the increased size of 
the group and the diversity of interests and opinions has made 
decision making even more difficult.  These challenges will 
need to be dealt with again next month when both OPEC 
(December 5) and OPEC+ (December 6) will meet.  Since the 
start of 2019, OPEC+ has had an agreement in place where 
they agreed to cut output by 1.2 Mb/d.  This agreement 
expires at the end of March 2020 and OPEC+ members need 
to decide their next steps: maintain current production levels, 
cut output further or relax the restrictions.  What the 
delegates decide will have an immediate impact on oil prices.  
It will also affect the tanker market, which has been finely 
balanced in recent months and already faces significant 
uncertainty as a result of the implementation of IMO2020 on 
January 1st.   

OPEC sees it as its mission to stabilize and balance the global 
oil market.  OPEC can take on this mission because it 
(normally) has significant “spare capacity”, defined by the EIA 
as the volume of production that can be brought online within 
30 days and sustained for at least 90 days.  Within OPEC, the 
vast majority of this spare capacity is concentrated in Saudi 
Arabia, while the United Arab Emirates and Kuwait have some 
capability to increase production as well. 

In global oil markets, OPEC acts as the “swing supplier” and as 
a result, the demand for OPEC crude is usually calculated by 
taking global demand and subtracting the production of non-
OPEC countries.  This is called the "Call on OPEC".  This call on 
OPEC changes over time and is dependent on many different 
supply and demand factors.  As can be seen from the second 
chart, the expected call on OPEC crude for 2020 is tracked by 
all the major forecasting agencies, including OPEC itself.  
There are a couple of things to note from this chart.  

First: There is a significant difference among the agencies: The 
latest OPEC forecast sees the 2020 call on OPEC at 29.6 Mb/d, 
while the IEA estimates it to be 700,000 b/d lower at 28.9 
Mb/d.  However, comparing these numbers can be misleading 
because these agencies have slightly different definitions for 
demand, supply, stock changes and the treatment of NGL’s, 
biofuels and processing gains how much NGL's are included in 
the numbers.  When comparing the change in the call on OPEC 
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