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Mr Chairman, Ladies and Gentlemen, 

 

There are two aspects I would like to consider with you at the start of this Forum. First of all 

I’d like to give you an overall summary of the situation as we see it in the Commission 

regarding the oil market in terms of general trends and key issues. Secondly, I’d like to focus 

on some points for reflection which could be of interest to all of us. 

 

Now, which exactly are the characteristics of the oil situation as matters currently stand? As 

we find ourselves in the mid-October 2005, I think there are four main characteristics. These 

are particularly relevant after Katrina, compared with the situation prior to that. 

 

First, quite apart from any unnatural weather events, we see very strong global demand for 

oil. There has been a real boom on the demand side. And that’s what really drove prices 

upwards. We’ve seen this surge in oil prices for several months now. Let me remind you that 

just over a year ago, we were looking at a price range between 22 and 28 $ per barrel whereas 

now we are around 60 $ per barrel, a little more a little less depending on what exactly is 

happening in economic terms elsewhere in the economy. 

 

We are also no longer looking at regional markets but at global markets. Let me remind you 

that demand side pressure derives not solely from developed countries, it comes actually 

primarily from the new clout arising from what we described as the working countries, 
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implying Asia (China and India). More than one third of the increase in demand in 2004 came 

from China. We need to draw the appropriate lessons from this. As we said for introduction 

just a few moments ago we need to draw a lesson from the current events, looking back to 

2004. We have to recognize that all experts were well off when they pronounced themselves 

on how demand would develop. For 2004, we didn’t see the average of 1.5 % demand growth, 

but well above that figure (3,7 %). Our opinion is that these profound changes in growth rate 

would lead us to believe that this is a long term development. Demand is likely to be 

sustained in the long term. 

 

(Two comments here. First of all, per capita consumption in these countries is very low, so it 

cannot but grow. Secondly, it is also going to be driven by the process of organisation and 

that’s an enormous phenomenon which affects hundreds of millions of people. We are 

looking at large countries with extremely high population figures; they are currently rural 

societies but we are going to see the extra people from the country side flowing into the cities 

and, of course, that will also push energy prices up. That’s an important aspect of the growth 

issue). 

 

The second feature which is also new, is the low level of spare capacities. Extremely low: 2 

million barrels per day roughly. That kind of figure, sometimes a little less depending on what 

is happening in the economic sphere, is very low. With the markets at these limited spare 

capacities, you can’t count on cutting out volatility as soon as something crops up. The result 

is that we are at the mercy of strikes, terrorist attacks or unexpected climatic events, such as 

hurricanes, because in all of the cases we are up against bottlenecks in supply.  

 

Thirdly, from all of this results extreme uncertainty. And uncertainties, of course, are very 

detrimental for the market. Markets do not like uncertainty – same for stock exchanges. We 

also have to pay the price for the illusion that has been a guiding light in the oil market in the 

past 25 years, the illusion of overcapacity. And there has been as result a striking degree of 

under-investments that affects the entire chain of our production downstream and upstream. 

We need to leave this illusion behind us and use a new financial tool available in particular to 
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oil enterprises. We will encourage them to invest so that we could get out of this very tense 

market situation.  

 

Fourthly, we shouldn’t just turn our attention to exploration issues but also to refinery 

questions. Think about the whole setting in which these industries evolve. Of course, this 

comprises the need for investments which are the most significant reserves as under-

investment is an obstacle to needed solutions.  

 

There is a number of key characteristics and all of these really define the current situation and 

make it very different from the situation till lately. This situation will continue for quite a long 

time into the future. What could be done then? What could we think about in terms of our 

joint work?  

 

First of all, we need greater transparency. It is quite clear that if there is no sufficient 

transparency, and everything is veiled in obscurity there are points that are not identified and 

therefore not addressed. It is important to look at the non-commercial aspect, to look at 

sometimes excessive margins for manoeuvre open for speculation. The question is what we 

can do in terms of the quality of data so that we can take the IPE (the International Petroleum 

Exchange) in London and bring that closer to NYMEX. NYMEX can serve as a positive 

example in terms of the information it provides on the type of contracts, the length of 

contracts, the product categories that have been traded. That is very important as market 

information. Mr. Piebalgs also referred to the energy market observatory which we are 

gradually establishing within the European Commission. 

 

As Mr. Adamowitsch said, we have also to improve on the current situation in cooperation 

with third countries. And that’s where we will be taking advantage of the new ministerial 

meetings with OPEC ministers, as well as contacts with other major oil producers, in 

particular Norway and Russia. We urge them to cooperate with us and generally they have 

given us so far a very positive response. This should give us an opportunity to assess together 

the fundamentals of market developments much better.  
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In addition to transparency, we also need to give thought to what could be done to reinforce 

the coordination of the European stock system. And this is not said in contradiction to what 

has been done in the International Energy agency in Paris.  

 

It rather should complement that - we didn’t hesitate for one moment to support the IEA 

decisions in terms of solidarity with the US. At the same time though, we find ourselves in an 

enlarged Europe now with 25 Members States. Not all of the EU Member States belong to the 

International Energy Agency, eight are not members. And we see our main non-European 

partners coming up with their own decisions as it suites them. We need to strengthen the 

community action potential as much as we need to have the right degree of solidarity in the 

international arena.  

 

My next point: we need to promote the necessary infrastructure for oil as well as for gas and 

electricity. For oil we need to really encourage the pipelines that we need for supply of oil to 

our countries. As a positive aspect about transport security, let me remind you of the major 

environmental catastrophes that have occurred. These were due to ship wrecks of large 

tankers. We have to respond on that front too. 

 

My final point now: we will still need to take advantage of the greater scope opened to us by 

new technologies. That’s true in the environmental context, sequestration of CO2, but also to 

make better use of existing reserves. There is a great deal of unused potential. Only 40 % is 

really used properly so we need to do this to manage and monitor what’s happening in terms 

of existing reserves. And therefore we really ought to be targeting the investments in that field 

so that we could have a whole panoply of measures that reflect what is needed nowadays.  

 

That was the initial message I wanted to convey to you. The first food for thought for this 

meeting. We are going to continue now with the presentations of the first session. 

 

Thank you for your attention. 


