
M e x i c o  :  C a n t a r e l l  f i e l d
decline

The  Mex i can  o i l f i e l d  Can ta re l l ,
second  b igges t  o i l f i e l d  i n  the
wor ld  beh ind  Ghawar  o i l f i e l d  i n
Saudi Arabia,  is  rapidly decl in ing,
with possib le impacts on the long
term, both for  the state company
Pemex and the USA . Mexico is the
second major suppl ier of crude oi l
to the USA after Canada. The field's
current flow is 7¨% lower than early
year level and 15 % than  2004  level
which reached over  2.1 MB/D.

Petroplus  :  to  acquire
Ingolstadt  ref inery  f rom
ExxonMobil

The  Dutch  re f ine r  Pe t rop lus ,  has
announced i t  in tends  to  takeover
f rom ExxonMob i l  the  Ingo l s tad t
refinery (and the related activities)
loca ted  South  o f  Germany.  Thus ,
Petroplus ref inery capacity should
be  boos ted  by  near l y  30  %.  A
recen t  s im i l a r  dea l  i n  Germany
dates back to end February, when
ConocoPh i l l i p s  f i na l i sed  the
takeover  o f  the  W i lhe lmshaven
re f i ne ry  (275  000  B/D)  i n  Nor th
Germany,  f rom Lou i s  Drey fus
Energy  Ho ld ing  fo r  an  amount  o f
$  G1 .4 .  The  Ingo l s tad t  re f i ne ry
w i th  a  p rocess ing  capac i ty  o f
nearly 110 000 B/D is located in a
prosperous  reg ion  o f  Germany
and  bene f i t s  f rom a  marke t  w i th
a  sustained high demand.

Union of  Arab Emirates  :
construction project of a 500 000
B/D refinery

The  US group,  ConocoPh i l l i ps ,  in
assoc ia t i on  w i th  Abu  Dhab i  IP IC
(International Petroleum Investment
Company)  have  announced  the
s ign ing  o f  a  Memorandum o f
Agreement re lated to a feas ib i l i ty
s tudy  fo r  the  cons t ruc t i on  o f  an
in te rna t i ona l  d imens ion  scope
re f i ne ry  i n  the  UAE .  Th i s  un i t ,
wh i ch  wou ld  have  a  p ro jec ted
capacity of 500 000 B/D to supply
the  g loba l  marke ts .  I t  w i l l  be
located in  the  Foujara ih  emirate .
I f  the  par t i es  dec ide  to  p roceed
wi th  the  p ro jec t ,  the  fu tu re  un i t
would be operated within the frame
of a joint venture and would be 51 %
owned  by  IP IC  and  49  % by
ConocoPhillips.
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Exports

A  t u r n o v e r  o f  2 7  $  b i l l i o n f o r  t h e  f i r s t  h a l f
o f  2 0 0 6
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rude pr ices have reached new
records, hitting historic peaks in

J u l y,  s p u r r e d  b y  a  v i g o r o u s  o i l
d e m a n d  a n d  g e o p o l i t i c a l  u n r e s t
f ue l l ed  by  t he  I ran i an  and  No r th
Korean nuclear case and the Middle
Ea s t  c r i s i s .  Seve ra l  f a c t o r s  have
stimulated the upsurge of oi l  pr ices,
namely:

����� The accidental product ion cuts in
severa l  re f ine r i es  in  the  USA and
Ve n e z u e l a  i n  a  c o n t e x t  o f  h i g h
gasol ine consumption.

����� Iran's determination to pursue its
nuclear energy program and threat
o f  i g no r i ng  t he  non  p r o l i f e ra t i o n
t r e a t y  ( T N P )  f u r t h e r  t o  t h e
submiss ion of  the case before the
UNO Security Counci l .

�����  N o r t h  Ko r e a  l a u n c h - t r i a l  o f
7 miss i les  aggravat ing geopol i t ica l
tensions.

����� The Middle East cr is is bogged down
b y  t h e  I s r a e l i  m i l i t a r y  o f f e n s i ve
against Lebanon.

����� Pers is t ing unrest  in  N iger ia  wi th
new  sabo tage  a c t i on s  aga i n s t  o i l
p i p e l i n e s  i n  t h e  N i g e r  D e l t a
i nduc ing  a  g l oba l  p roduc t i on  l o s s
o f  675 000 B/D.  Thus ,  the  Roya l -
D u t c h  g r o u p  h a s  d e c l a r e d  f o r c e
majeure on cargoes of  i ts  Niger ian
Bonny in July and August.

����� The outset of the hurricane season
in the USA which could register up
to ten hurricanes through November
and endanger the US oi l  instal lat ions
w h i c h  w e r e  s e ve r e l y  a f f e c t e d  b y
hurricanes last summer.

�����  T h e  a n n o u n c e d  d e c r e a s e  b y
nea r l y  190  000  B /D  o f  BFO  da i l y
p r odu c t i o n i n  A ugus t  t o  741  000
B / D  o n  a c c o u n t  o f  m a i n t e n a n c e
operations on North Sea oi lr igs.

�����  I E A  f o r e c a s t s  o f  a  s u s t a i n e d
inc rease  o f  demand  (1 .6  MBD)  i n
2 0 0 7  b a s e d  o n  t h e  r e c o v e r y  o f
g r o w t h  i n  t h e  U S A  a n d  i n  t h e
South East of Asian.

�����  The  p ro spec t  o f  nea r l y  11 .2  %
inc rease  o f  t he  Ch inese  e conomy
d u r i n g  t h e  s e c o n d  h a l f  w h i l s t
a n a l y s t s  p r o j e c t e d  a  1 0 . 5  %
progress.

Gas Outlook

onth average for " Day Ahead "
p r i ces  has  been  es t imated  a t

40 pence/th, namely, the same as
NBP level.
Concerning  "first Month" prices (August
contract), the latter have registered a
slight increase in July, both on NBP
and Zeebrugge. The "first Month" price
average  on  bo th  marke ts  was  40
pence/th.
Similarly to the previous month, this is
due to uncertainties over supplies in
August  and the severa l  scheduled
maintenance operations.
«Forward» prices (winter 2006/07)
have  con t inued  to  dec l i ne  then
stood by the end of the month at 84
pence/th for IPE January 2007 contract.

USA

In July 2006, US natural gas prices
have registered a steady rise mainly
driven by the forecasts of Hurricanes
in the Gulf of Mexico.
Thus, " first month " prices (August
2006 contract) shifted from 6.14 $
MMBtu early month to 7.04 $ MMBtu
at the closing with a drop to nearly
5.56 $ MMBtu on 18 July.

Stock market

The exchange rate £/$ has registered
in July 2006 a rebound and closed at
1.8671 on 31st  Ju ly  2006 against
1.8442 early month.

Evolution of Interconnector gas flow

(continued from page2)

New publication of Medium Term Oil Market Report

IEA

ased on the cont inued current
t rends ,  the  Repor t  i s  ra the r

optimistic. Indeed, oil growth demand
will be lower than offer until 2010.

There fo re ,  the  p roduc t i on  excess
capacity of crude oil, which is presently
insuff icient, should increase during
the  fo r thcoming  years  to  reach
4 to 6 MB/D in 2011.

The  Repor t  ma in  conc lus ions  can
be summarized as follows:

�����  The  o rgan i sa t i on  p roduc t i on
capacity of crude should rise by 3.3
MBD within five years to reach 36.3
MBD in 2011.

�����  O i l  p roduc t s  o f f e r  shou ld  a l so
increase  thanks  to  the  expans ion
o f  re f i ne ry  capac i ty  and  b io  fue l
p roduc t i on .  G loba l l y,  re f i ne ry
capac i ty  shou ld  progress  by  11.7
MBD between 2006 and 2011.

B �����  These developments ( increase of
production capacity of crude oil and
oi l  products)  should contr ibute to
securing oil market stability.

�����  Non  OPEC count r i es ,  i nc lud ing
bio fuels,  should supply 56.7 MBD
in  2011 ,  aga ins t  51 .3  MBD
pro jec ted    fo r  2006,  name ly,  an
average  year l y  i nc rease  o f
1.1MBD.

Moreover, IEA stresses the necessity
fo r  governments  to  pursue  the i r
efforts to improve energy efficiency
in order to curb world o i l  demand
growth.

�����  If current trends persist, demand
would probably r ise by 2% / year
(name ly  1 .8  MBD)  reach ing  93 .7
MBD by  2011 ,  whereas  i t  has
progressed      by only 1.8 % / year
over the last  ten years.

GWh

n  t e rms  o f  vo l umes ,  expo r t s
s e t t l e d  down  t o  a  l e ve l  o f

70 million TOE during the first  half
o f  2006 ,  a  3  %  d r op  c ompa red
to  t he  f i r s t  ha l f  o f  2005  and  a
50% achievement of the budget.

The  a s so c i a t e s '  s ha r e  was  US  $
2 .9  b i l l i on ,  a  51% inc rease  year
over year.

The  s emes t e r  c l o s ed  w i t h  a
medium pr ice for Sahara Blend at
65.64 $/ bbl.

Concern ing  the  domest i c  market ,
t h e  t u r nove r  r eg i s t e r ed  57 . 9
b i l l i o n  DA  f o r  t h e  f i r s t  h a l f  o f
2006  c o r r e spond i ng  t o  an
ove ra l l  vo l ume  o f  17 . 5  m i l l i o n
TOE (including all products).

Exports  sa les  for  the f i rst  hal f  of  2006 reached record levels  of
US $ 27.05 BN namely,  a  29 % increase compared to  the f i rst
semester  of  2005.

This is nearly 6 % higher than 2005
first semester.

Crude oi l  suppl ies to the domestic
ma rke t  r e a ched  38 . 1  b i l l i o n  DA
f o r  a  vo l ume  o f  4 . 4  m i l l i o n
TOE, namely an increase of  11 %
compared to the f i rst  semester of
2005.

L PG  s a l e s  r e a ched  740  m i l l i o n
TOE, namely, 43 % of the budget.

Na tu ra l  g a s  vo l ume  supp l i e d  t o
t he  domes t i c  ma r ke t ,  r e a ched
14 . 3  b i l l i o n  DA ,  n ame l y  12 . 7
b i l l i o n  cm  ( o f  wh i c h  8 . 7  b i l l i o n
cm supp l ied to  Sone lgaz)  aga inst
12 .3  b i l l i on  cm fo r  the  f i r s t  ha l f
in 2005.

I

Marketing balance sheet

E x p o r t s
s t r u c t u r e

Volume Value

R. products 9%

Crude oil 42%

Condensate
14%

NG 17%

LNG  12%

LPG  6%
R. products 6%

Crude oil 28%

Condensate
9%

NG 26% LNG  27%

LPG  4%

Volumes (TOE 106)   89.02   87.53   -2%

- Exports   72.50   70.06   -3%

- Domestic market   16.53   17.47   +6%

Exports turnover (109 $US)   21.03   27.05   +29%

Overall turnover (109 DA)   1 588.29   2044.75   +29%

- Exports   1 539.55   1 986.78   +29%

- Domestic market   48.74   57.96   +19%

1st sem.
 2005

1st sem.
2006

Change (%)
2006/2005

Oil market during first semester 2006 - Read analysis on page 3

M
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HIGHLIGHTS

Kuwait: investment of nearly $ G
65.7 by 2020.
The Kuwaiti state-owned company  KPC
projects a $ G 65.7 capex by 2020
to attain its target of production and
take advantage of the sustained growth
of  wor ld  o i l  demand.  Most  o f  the
investments will be allocated to the
domestic upstream ( $G 27) and to the
downstream industries ( $G 17), the
rema in ing  inves tment  w i l l  be
dedicated to international upstream,
in te rna t i ona l  downs t ream and
transport. The company intends to
lift its oil production capacity to 3 MBD
in 2010, 3.5 MBD by 2015 and 4 MBD
by 2020. Achieving these objectives
will depend on the joint development
of North oil fields with international
o i l  compan ies .  KPC p lans  a l so  to
increase the average local refinery
rhythm from a current 940 000 B/D
to 1.5 MB/D by 2020.

Venezuela: PDVSA refinery capacity
reaching 5.1 MBD in 2012.
The Venezuelan state-owned company
PDVSA projects to double synthetic
crude production from 637 000 B/D in
2006 to 1.2 MBD in 2012. The company
projects also the construction of three
new refineries: a unit with a capacity
of 400 000 B/D for the process of extra
heavy crude and two refineries with a
unit capacity of 50 000 B/D to supply
oil products to the domestic market.
PDVSA refinery capacity will shift from
a current 3.3MBD ( of which 1.3 MB/D
in Venezuela and 2 MB/D abroad) to
5.1 MB/D in 2012.

Evolution of Brent prices in July

Ô Downward trends

$/Bbl

Ò Upward trends
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- Increase of
  gasoline stocks
  in The USA
- Low growth of
  US economy
  during the
  second half
  (2.5%)

July 2006

July 2005

Ô- Announcement of trial missile in North Korea
- Social tensions in the Norwegian oil sector
- Gasoline record level of demand in the USA
- IEA forecasts of a sustained increase of demand in
  2007
- Persisting of troubles in Nigeria
- Drop by nearly 190 000 B/D of daily BFO production,
  to 741 000 B/D
- Israel launching a military offensive against Lebanon
- Growth of Chinese economy by nearly 11.3 % during
  the second half

Ò

USA: Canada main oil supplier of US
market before the Gulf.
Canada  has  ou ts t r i pped  impor t s
from the whole Gulf  (15.7 %) and
suppl ied 17.1 % of US oi l  imports
over the period January-April 2006,
in response to the US government
willingness to reduce its oil reliance
on r isk countr ies such as the Gul f
countries or Venezuela. Whereas crude
oi l  imports  f rom Saudi  Arabia and
Venezuela decl ined respect ively by
8.9 % and 6.2 % over  the per iod
January-Apr i l  2006 ,  Mex i can  and
N iger i an  c rude  o i l  expor t s  have
progressed by 13.4 % and 8.7 %,
respectively over the same period.

India: Vadinar refinery on stream
in September.
With the commissioning of the new
Vadinar refinery on the West Indian
coast, the Indian ref iner Essar Oi l
shou ld  rece ive  i t s  f i r s t  c rude  o i l
de l i ve ry  i n  Augus t .  W i th  a  to ta l
investment of $ G 2.2 and an initial
capacity of 7MT/year, the refinery is
expected to operate at full capacity
as of March 2007, namely, 10.5 MT/
year or 210 000 B/D. Concurrently,
during the first stage, the refinery
wi l l  be main ly suppl ied wi th non-
su lphur  o i l  and  on  comple t ion  o f
the installations, it will be fed with a
30 % sulphur crude mixes.

- Incident occurring on
  the Arruay refinery
  in Venezuela
- Annual progression
  of nearly 15 % of the
  apparent Chinese
  demand in June
- Sudden decrease of
  gasoline stocks in
  the USA
- New production cut
  in Nigeria following a
 leak on an oil pipeline
 in the Niger Delta

Ò

North Europe:

n  Ju ly  2006,  gas  p r i ces  in  UK
have  reg i s te red  a  s ign i f i can t

inc rease  ma in l y  d r i ven  by  a
decrease of supplies resulting   from
the schedu led  ma in tenance  on
d i f f e ren t  p roduc t i on  s i t es  and
natural gas receiving terminals.

Hence ,  spo t  «Day  Ahead» p r i ces
opened  a t  near l y  30  pence/ th  i n
July then have registered since the
3rd of July a signif icant rebound of
about 10 pence/th and f inished at
40  pence/ th  fo r  the  res t  o f  the
month in spite of  a weak demand
compared to  the season average.
However, the shutdown of Teeside
te rmina l  f rom 3  to  17  Ju ly  has
cons ide rab ly  reduced  supp l i es
inducing price resurgence.
The Market has also been marked by
a supply imbalance between North
and South UK due to the works carried
out by Nat ional  Gr id, the network
operator, on certain compressors, a
s i tua t i on  wh i ch  imp l i e s  the
implementation of some provisions of
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the  network code  (Termina l  F low
Advice).

Weak supplies and the steady price
rise have compelled the shippers of
the  Interconnector  to  reverse  the
gas dest inat ion f low as of  29 Ju ly
(import from Zeebrugge to Bacton).

« Day  Ahead  » spo t  p r i ces  on
Zeebrugge market have registered a
more moderate increase compared    to
NBP in  so  far  as  the June month
average stood at 37 pence/th.

Gas - Evolution of UK and US prices

(continued page4)
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Algeria-Russia cooperation

i th in  the f rame-
work of Mr Chakib

Khelil's visit to Russia,
Sonatrach and the two
Russ ian  compan ies ,
Gazprom and Lukoi l ,
s igned on 4  August
two memoranda o f
understanding.
The s ign ing  o f  the
documents took place
in Moscow, fol lowing
d iscuss ions  between Sonat rach
and representat ives  f rom both
companies.
During his vis it,  Mr Chakib Khel i l ,
Min ister  of  Energy and Mines has
d iscussed w i th  h i s  Russ ian
counterpart about the present state
o f  b i l a tera l  and mul t i l a tera l
cooperation in the f ield of energy,
w i th in  the  f ramework  o f  the

Sonatrach and the Russian Groups Gazprom and Lukoil sign
two Memoranda of understanding

W implementation of the
St rateg ic  Par tnersh ip
Dec lara t ion  s igned
between the two Heads
of state in April 2001,
and the  agreements
conc luded fur ther  to
President Put in’s v is i t
to Algeria on 10 March
2006.
The Memorandum of
Understanding s igned

between Sonat rach and the  o i l
group Lukoil provides for cooperation
in the field of oil & gas exploration
and development.
It should be noted that the Russian
Group Luko i l  cons iders  open ing  a
representat ion in Alger ia,  which i t
considers as a «priority country» for
i ts  deve lopment  launched through
« a dynamic worldwide expansion».

Oi l  market  dur ing  the  f i rs t  ha l f  2006

he key factors behind this trend are
ma in ly  due  to  the  pe rs i s t i ng

Iranian nuclear crisis, political unrest
in  N iger i a  and  specu la t i ons  over
insuf f i c ient  gaso l ine  o f fer  on the
market at the outset of the Driving
season.
The  semeste r  average  fo r  B ren t
Dated  has  reached  US $  67 .66 ,
namely, a US $ 18 increase compared
to the same period in 2005. As for
Sahara Blend, the semester average
reached US$ 69.15 against  US$ 49.56
registered during the first half 2005,
namely, an increase of US $19.56.

The  g loba l  env i ronment  o f  o i l
market for the f irst half 2006 has
been marked by:

�����  The upward forecasts of world oil
demand for 2006. Indeed, OPEC and
IEA have projected an increase of
1.9 % and 2.2 % compared to the
previous year. The projections have
been reviewed downward in March,
by 110 000 b/d and 300 000 B/D
respectively.

�����  The  rev iva l  o f  v io lence  in  I raq
inducing a sustained production level
at 2 MBD.

�����  The cold weather wave affecting
Nor th  o f  Europe  and  par t i cu la r l y
Russ ia ,  has  u rged  the  Russ ian
energy  sec tor  to  reduce  gas  and
o i l  supp l ies  towards  Europe.  The
increase of regional consumption in
Russia has induced a 20 % cut of the
supplies towards Hungary and Bosnia,
and 25 % for Italy and Austria.

The first half 2006 has been marked by a highly volatile trend for crude oil, reaching historic levels.

T

Analysis

Sonatrach expands its crude
oil storage capacity in South
Korea

Asian Market

onat rach  c rude  o i l  s to rage
capacity in Keoje, South Korea,

has  sh i f t ed  f rom 2 .3  m i l l i on
bar re l s  ( s ince  November  2005)
to  4  m i l l i on  ba r re l s  (  s i nce  l as t
July).
As a reminder,  Sonatrach and the
South Korean state-owned company
KNOC (Korea National Oil Corpora-
t i on)  s igned  on  3 rd  May  2005  a
Memorandum o f  Unders tand ing
(MOU)  and  a  Head  o f  Agreement
(HoA). Pursuant to the HoA, Sonatrach
commi ts  to  l ease  f rom Knoc  a
storage capacity for crude oil in South
Korea (Market  News-  n°  14-  May
2005).
This new storage capacity of 4 million
barrels remains effective through a
s i x-month  per i od  and  cou ld  be
extended to nearly 5 millions barrels.

S

�����  Suspension of Shel l 's oi l  exports
f rom Forcados  termina l  in  N iger ia
(  340 000 B/D) s ince 19 February
and  a l so ,  the  shu tdown o f  EA
of fshore o i l  depos i t  (  in the Delta
o f  N ige r )  p roduc ing  a  vo lume o f
115 .000  Bb l /D  and  75 .000  B/D
respect ive ly.  On the  who le ,  there
is a shortfall of about 620 000 B/D
on the oil market.

�����  Venezue la  threat  to  s top i t s  o i l
impor t s  towards  the  USA,  wh i ch
amount to 15 % of the USA imports.

�����  Disruption of production in several
depos i t s  i n  Aus t ra l i a  f o l l ow ing
cyclones resulting in a loss of more
than 3.5 MB on the market.

�����  Pe rs i s t i ng  fea rs  over  I ran ian
exports with the unanimous adoption
(30/03) of the UN Security Counci l
report urging Iran to stop its uranium
enrichment activities.

�����  The  s ign i f i can t  number  o f
scheduled maintenance operat ions
on refineries in consumption centres.
The  overa l l  r e f i ne ry  capac i ty
reduc t i on  reached  near l y  7MB/D
during the  first quarter 2006.

����� Deteriorated political and economic
re la t i ons  be tween  the  USA and
some Lat in  Amer i can  count r ies  in
particular with the nationalisation of
the  hydrocarbon  sec to r  in  Bo l i v ia
and Venezuela.

����� The fears over a shortage of gasoline

at the outset of the Driving Season
have  been  aggrava ted  by  the
shutdown o f  severa l  re f i ne r i es
due to technical problems, especially,
the  gaso l i ne  p roduc t i on  Un i t  o f
the largest US refinery (ExxonMobil,
Bayton) with a capacity of 563.000
b/d.

�����  The backward trend of stocks in
the USA: in its report, the American
Depar tment  o f  Energy  (  DOE )
underlined a decrease of 3.4 million
bar re l s  o f  c rude  s tocks  th rough
the week to 26 June 2006, whi lst
ana lys t s  p ro jec ted  a  cu t  o f  on ly
1.4 mi l l ion.  And a lso,  the sudden
reduc t i on  o f  gaso l i ne  s tocks  by
one million barrels.

�����  The outset of tropical storms and
cyc lones  in  the USA: whereas  o i l
p roduc t i on  in  the  Gu l f  o f  Mex i co
rema ins  l ower  by  15  % f rom i t s
leve l  reached before  Katr ina,  the
USA have  en te red  t rop i ca l
s to rms  and  cyc lones  season ,  the
US Nat iona l  hurr icane Center  has
even forecast  the poss ib le arr iva l
of tropical storm on US coasts.

Neverthe less,  pr ices have reacted
adversely, but did not go below 56
$/bbl, due to:

- Rise of freight rates which reduced
arbitrage

- Increase of US crude oil inventories

- Geopolitical tensions in Iran might
ease over the time.
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Oil Outlook
E v e n t s

By Othmane Irain

Gas Outlook

HIGHLIGHTS

Kuwait: investment of nearly $ G
65.7 by 2020.
The Kuwaiti state-owned company  KPC
projects a $ G 65.7 capex by 2020
to attain its target of production and
take advantage of the sustained growth
of  wor ld  o i l  demand.  Most  o f  the
investments will be allocated to the
domestic upstream ( $G 27) and to the
downstream industries ( $G 17), the
rema in ing  inves tment  w i l l  be
dedicated to international upstream,
in te rna t i ona l  downs t ream and
transport. The company intends to
lift its oil production capacity to 3 MBD
in 2010, 3.5 MBD by 2015 and 4 MBD
by 2020. Achieving these objectives
will depend on the joint development
of North oil fields with international
o i l  compan ies .  KPC p lans  a l so  to
increase the average local refinery
rhythm from a current 940 000 B/D
to 1.5 MB/D by 2020.

Venezuela: PDVSA refinery capacity
reaching 5.1 MBD in 2012.
The Venezuelan state-owned company
PDVSA projects to double synthetic
crude production from 637 000 B/D in
2006 to 1.2 MBD in 2012. The company
projects also the construction of three
new refineries: a unit with a capacity
of 400 000 B/D for the process of extra
heavy crude and two refineries with a
unit capacity of 50 000 B/D to supply
oil products to the domestic market.
PDVSA refinery capacity will shift from
a current 3.3MBD ( of which 1.3 MB/D
in Venezuela and 2 MB/D abroad) to
5.1 MB/D in 2012.

Evolution of Brent prices in July

Ô Downward trends

$/Bbl

Ò Upward trends
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- Increase of
  gasoline stocks
  in The USA
- Low growth of
  US economy
  during the
  second half
  (2.5%)

July 2006

July 2005

Ô- Announcement of trial missile in North Korea
- Social tensions in the Norwegian oil sector
- Gasoline record level of demand in the USA
- IEA forecasts of a sustained increase of demand in
  2007
- Persisting of troubles in Nigeria
- Drop by nearly 190 000 B/D of daily BFO production,
  to 741 000 B/D
- Israel launching a military offensive against Lebanon
- Growth of Chinese economy by nearly 11.3 % during
  the second half

Ò

USA: Canada main oil supplier of US
market before the Gulf.
Canada  has  ou ts t r i pped  impor t s
from the whole Gulf  (15.7 %) and
suppl ied 17.1 % of US oi l  imports
over the period January-April 2006,
in response to the US government
willingness to reduce its oil reliance
on r isk countr ies such as the Gul f
countries or Venezuela. Whereas crude
oi l  imports  f rom Saudi  Arabia and
Venezuela decl ined respect ively by
8.9 % and 6.2 % over  the per iod
January-Apr i l  2006 ,  Mex i can  and
N iger i an  c rude  o i l  expor t s  have
progressed by 13.4 % and 8.7 %,
respectively over the same period.

India: Vadinar refinery on stream
in September.
With the commissioning of the new
Vadinar refinery on the West Indian
coast, the Indian ref iner Essar Oi l
shou ld  rece ive  i t s  f i r s t  c rude  o i l
de l i ve ry  i n  Augus t .  W i th  a  to ta l
investment of $ G 2.2 and an initial
capacity of 7MT/year, the refinery is
expected to operate at full capacity
as of March 2007, namely, 10.5 MT/
year or 210 000 B/D. Concurrently,
during the first stage, the refinery
wi l l  be main ly suppl ied wi th non-
su lphur  o i l  and  on  comple t ion  o f
the installations, it will be fed with a
30 % sulphur crude mixes.

- Incident occurring on
  the Arruay refinery
  in Venezuela
- Annual progression
  of nearly 15 % of the
  apparent Chinese
  demand in June
- Sudden decrease of
  gasoline stocks in
  the USA
- New production cut
  in Nigeria following a
 leak on an oil pipeline
 in the Niger Delta

Ò

North Europe:

n  Ju ly  2006,  gas  p r i ces  in  UK
have  reg i s te red  a  s ign i f i can t

inc rease  ma in l y  d r i ven  by  a
decrease of supplies resulting   from
the schedu led  ma in tenance  on
d i f f e ren t  p roduc t i on  s i t es  and
natural gas receiving terminals.

Hence ,  spo t  «Day  Ahead» p r i ces
opened  a t  near l y  30  pence/ th  i n
July then have registered since the
3rd of July a signif icant rebound of
about 10 pence/th and f inished at
40  pence/ th  fo r  the  res t  o f  the
month in spite of  a weak demand
compared to  the season average.
However, the shutdown of Teeside
te rmina l  f rom 3  to  17  Ju ly  has
cons ide rab ly  reduced  supp l i es
inducing price resurgence.
The Market has also been marked by
a supply imbalance between North
and South UK due to the works carried
out by Nat ional  Gr id, the network
operator, on certain compressors, a
s i tua t i on  wh i ch  imp l i e s  the
implementation of some provisions of
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the  network code  (Termina l  F low
Advice).

Weak supplies and the steady price
rise have compelled the shippers of
the  Interconnector  to  reverse  the
gas dest inat ion f low as of  29 Ju ly
(import from Zeebrugge to Bacton).

« Day  Ahead  » spo t  p r i ces  on
Zeebrugge market have registered a
more moderate increase compared    to
NBP in  so  far  as  the June month
average stood at 37 pence/th.

Gas - Evolution of UK and US prices

(continued page4)
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Algeria-Russia cooperation

i th in  the f rame-
work of Mr Chakib

Khelil's visit to Russia,
Sonatrach and the two
Russ ian  compan ies ,
Gazprom and Lukoi l ,
s igned on 4  August
two memoranda o f
understanding.
The s ign ing  o f  the
documents took place
in Moscow, fol lowing
d iscuss ions  between Sonat rach
and representat ives  f rom both
companies.
During his vis it,  Mr Chakib Khel i l ,
Min ister  of  Energy and Mines has
d iscussed w i th  h i s  Russ ian
counterpart about the present state
o f  b i l a tera l  and mul t i l a tera l
cooperation in the f ield of energy,
w i th in  the  f ramework  o f  the

Sonatrach and the Russian Groups Gazprom and Lukoil sign
two Memoranda of understanding

W implementation of the
St rateg ic  Par tnersh ip
Dec lara t ion  s igned
between the two Heads
of state in April 2001,
and the  agreements
conc luded fur ther  to
President Put in’s v is i t
to Algeria on 10 March
2006.
The Memorandum of
Understanding s igned

between Sonat rach and the  o i l
group Lukoil provides for cooperation
in the field of oil & gas exploration
and development.
It should be noted that the Russian
Group Luko i l  cons iders  open ing  a
representat ion in Alger ia,  which i t
considers as a «priority country» for
i ts  deve lopment  launched through
« a dynamic worldwide expansion».

Oi l  market  dur ing  the  f i rs t  ha l f  2006

he key factors behind this trend are
ma in ly  due  to  the  pe rs i s t i ng

Iranian nuclear crisis, political unrest
in  N iger i a  and  specu la t i ons  over
insuf f i c ient  gaso l ine  o f fer  on the
market at the outset of the Driving
season.
The  semeste r  average  fo r  B ren t
Dated  has  reached  US $  67 .66 ,
namely, a US $ 18 increase compared
to the same period in 2005. As for
Sahara Blend, the semester average
reached US$ 69.15 against  US$ 49.56
registered during the first half 2005,
namely, an increase of US $19.56.

The  g loba l  env i ronment  o f  o i l
market for the f irst half 2006 has
been marked by:

�����  The upward forecasts of world oil
demand for 2006. Indeed, OPEC and
IEA have projected an increase of
1.9 % and 2.2 % compared to the
previous year. The projections have
been reviewed downward in March,
by 110 000 b/d and 300 000 B/D
respectively.

�����  The  rev iva l  o f  v io lence  in  I raq
inducing a sustained production level
at 2 MBD.

�����  The cold weather wave affecting
Nor th  o f  Europe  and  par t i cu la r l y
Russ ia ,  has  u rged  the  Russ ian
energy  sec tor  to  reduce  gas  and
o i l  supp l ies  towards  Europe.  The
increase of regional consumption in
Russia has induced a 20 % cut of the
supplies towards Hungary and Bosnia,
and 25 % for Italy and Austria.

The first half 2006 has been marked by a highly volatile trend for crude oil, reaching historic levels.

T

Analysis

Sonatrach expands its crude
oil storage capacity in South
Korea

Asian Market

onat rach  c rude  o i l  s to rage
capacity in Keoje, South Korea,

has  sh i f t ed  f rom 2 .3  m i l l i on
bar re l s  ( s ince  November  2005)
to  4  m i l l i on  ba r re l s  (  s i nce  l as t
July).
As a reminder,  Sonatrach and the
South Korean state-owned company
KNOC (Korea National Oil Corpora-
t i on)  s igned  on  3 rd  May  2005  a
Memorandum o f  Unders tand ing
(MOU)  and  a  Head  o f  Agreement
(HoA). Pursuant to the HoA, Sonatrach
commi ts  to  l ease  f rom Knoc  a
storage capacity for crude oil in South
Korea (Market  News-  n°  14-  May
2005).
This new storage capacity of 4 million
barrels remains effective through a
s i x-month  per i od  and  cou ld  be
extended to nearly 5 millions barrels.

S

�����  Suspension of Shel l 's oi l  exports
f rom Forcados  termina l  in  N iger ia
(  340 000 B/D) s ince 19 February
and  a l so ,  the  shu tdown o f  EA
of fshore o i l  depos i t  (  in the Delta
o f  N ige r )  p roduc ing  a  vo lume o f
115 .000  Bb l /D  and  75 .000  B/D
respect ive ly.  On the  who le ,  there
is a shortfall of about 620 000 B/D
on the oil market.

�����  Venezue la  threat  to  s top i t s  o i l
impor t s  towards  the  USA,  wh i ch
amount to 15 % of the USA imports.

�����  Disruption of production in several
depos i t s  i n  Aus t ra l i a  f o l l ow ing
cyclones resulting in a loss of more
than 3.5 MB on the market.

�����  Pe rs i s t i ng  fea rs  over  I ran ian
exports with the unanimous adoption
(30/03) of the UN Security Counci l
report urging Iran to stop its uranium
enrichment activities.

�����  The  s ign i f i can t  number  o f
scheduled maintenance operat ions
on refineries in consumption centres.
The  overa l l  r e f i ne ry  capac i ty
reduc t i on  reached  near l y  7MB/D
during the  first quarter 2006.

����� Deteriorated political and economic
re la t i ons  be tween  the  USA and
some Lat in  Amer i can  count r ies  in
particular with the nationalisation of
the  hydrocarbon  sec to r  in  Bo l i v ia
and Venezuela.

����� The fears over a shortage of gasoline

at the outset of the Driving Season
have  been  aggrava ted  by  the
shutdown o f  severa l  re f i ne r i es
due to technical problems, especially,
the  gaso l i ne  p roduc t i on  Un i t  o f
the largest US refinery (ExxonMobil,
Bayton) with a capacity of 563.000
b/d.

�����  The backward trend of stocks in
the USA: in its report, the American
Depar tment  o f  Energy  (  DOE )
underlined a decrease of 3.4 million
bar re l s  o f  c rude  s tocks  th rough
the week to 26 June 2006, whi lst
ana lys t s  p ro jec ted  a  cu t  o f  on ly
1.4 mi l l ion.  And a lso,  the sudden
reduc t i on  o f  gaso l i ne  s tocks  by
one million barrels.

�����  The outset of tropical storms and
cyc lones  in  the USA: whereas  o i l
p roduc t i on  in  the  Gu l f  o f  Mex i co
rema ins  l ower  by  15  % f rom i t s
leve l  reached before  Katr ina,  the
USA have  en te red  t rop i ca l
s to rms  and  cyc lones  season ,  the
US Nat iona l  hurr icane Center  has
even forecast  the poss ib le arr iva l
of tropical storm on US coasts.

Neverthe less,  pr ices have reacted
adversely, but did not go below 56
$/bbl, due to:

- Rise of freight rates which reduced
arbitrage

- Increase of US crude oil inventories

- Geopolitical tensions in Iran might
ease over the time.



M e x i c o  :  C a n t a r e l l  f i e l d
decline

The  Mex i can  o i l f i e l d  Can ta re l l ,
second  b igges t  o i l f i e l d  i n  the
wor ld  beh ind  Ghawar  o i l f i e l d  i n
Saudi Arabia,  is  rapidly decl in ing,
with possib le impacts on the long
term, both for  the state company
Pemex and the USA . Mexico is the
second major suppl ier of crude oi l
to the USA after Canada. The field's
current flow is 7¨% lower than early
year level and 15 % than  2004  level
which reached over  2.1 MB/D.

Petroplus  :  to  acquire
Ingolstadt  ref inery  f rom
ExxonMobil

The  Dutch  re f ine r  Pe t rop lus ,  has
announced i t  in tends  to  takeover
f rom ExxonMob i l  the  Ingo l s tad t
refinery (and the related activities)
loca ted  South  o f  Germany.  Thus ,
Petroplus ref inery capacity should
be  boos ted  by  near l y  30  %.  A
recen t  s im i l a r  dea l  i n  Germany
dates back to end February, when
ConocoPh i l l i p s  f i na l i sed  the
takeover  o f  the  W i lhe lmshaven
re f i ne ry  (275  000  B/D)  i n  Nor th
Germany,  f rom Lou i s  Drey fus
Energy  Ho ld ing  fo r  an  amount  o f
$  G1 .4 .  The  Ingo l s tad t  re f i ne ry
w i th  a  p rocess ing  capac i ty  o f
nearly 110 000 B/D is located in a
prosperous  reg ion  o f  Germany
and  bene f i t s  f rom a  marke t  w i th
a  sustained high demand.

Union of  Arab Emirates  :
construction project of a 500 000
B/D refinery

The  US group,  ConocoPh i l l i ps ,  in
assoc ia t i on  w i th  Abu  Dhab i  IP IC
(International Petroleum Investment
Company)  have  announced  the
s ign ing  o f  a  Memorandum o f
Agreement re lated to a feas ib i l i ty
s tudy  fo r  the  cons t ruc t i on  o f  an
in te rna t i ona l  d imens ion  scope
re f i ne ry  i n  the  UAE .  Th i s  un i t ,
wh i ch  wou ld  have  a  p ro jec ted
capacity of 500 000 B/D to supply
the  g loba l  marke ts .  I t  w i l l  be
located in  the  Foujara ih  emirate .
I f  the  par t i es  dec ide  to  p roceed
wi th  the  p ro jec t ,  the  fu tu re  un i t
would be operated within the frame
of a joint venture and would be 51 %
owned  by  IP IC  and  49  % by
ConocoPhillips.
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In Brief

Exports

A  t u r n o v e r  o f  2 7  $  b i l l i o n f o r  t h e  f i r s t  h a l f
o f  2 0 0 6

C

�����

�����

�����

rude pr ices have reached new
records, hitting historic peaks in

J u l y,  s p u r r e d  b y  a  v i g o r o u s  o i l
d e m a n d  a n d  g e o p o l i t i c a l  u n r e s t
f ue l l ed  by  t he  I ran i an  and  No r th
Korean nuclear case and the Middle
Ea s t  c r i s i s .  Seve ra l  f a c t o r s  have
stimulated the upsurge of oi l  pr ices,
namely:

����� The accidental product ion cuts in
severa l  re f ine r i es  in  the  USA and
Ve n e z u e l a  i n  a  c o n t e x t  o f  h i g h
gasol ine consumption.

����� Iran's determination to pursue its
nuclear energy program and threat
o f  i g no r i ng  t he  non  p r o l i f e ra t i o n
t r e a t y  ( T N P )  f u r t h e r  t o  t h e
submiss ion of  the case before the
UNO Security Counci l .

�����  N o r t h  Ko r e a  l a u n c h - t r i a l  o f
7 miss i les  aggravat ing geopol i t ica l
tensions.

����� The Middle East cr is is bogged down
b y  t h e  I s r a e l i  m i l i t a r y  o f f e n s i ve
against Lebanon.

����� Pers is t ing unrest  in  N iger ia  wi th
new  sabo tage  a c t i on s  aga i n s t  o i l
p i p e l i n e s  i n  t h e  N i g e r  D e l t a
i nduc ing  a  g l oba l  p roduc t i on  l o s s
o f  675 000 B/D.  Thus ,  the  Roya l -
D u t c h  g r o u p  h a s  d e c l a r e d  f o r c e
majeure on cargoes of  i ts  Niger ian
Bonny in July and August.

����� The outset of the hurricane season
in the USA which could register up
to ten hurricanes through November
and endanger the US oi l  instal lat ions
w h i c h  w e r e  s e ve r e l y  a f f e c t e d  b y
hurricanes last summer.

�����  T h e  a n n o u n c e d  d e c r e a s e  b y
nea r l y  190  000  B /D  o f  BFO  da i l y
p r odu c t i o n i n  Augus t  t o  741  000
B / D  o n  a c c o u n t  o f  m a i n t e n a n c e
operations on North Sea oi lr igs.

�����  I E A  f o r e c a s t s  o f  a  s u s t a i n e d
inc rease  o f  demand  (1 .6  MBD)  i n
2 0 0 7  b a s e d  o n  t h e  r e c o v e r y  o f
g r o w t h  i n  t h e  U S A  a n d  i n  t h e
South East of Asian.

�����  The  p ro spec t  o f  nea r l y  11 .2  %
inc rease  o f  t he  Ch inese  e conomy
d u r i n g  t h e  s e c o n d  h a l f  w h i l s t
a n a l y s t s  p r o j e c t e d  a  1 0 . 5  %
progress.

Gas Outlook

onth average for " Day Ahead "
p r i ces  has  been  es t imated  a t

40 pence/th, namely, the same as
NBP level.
Concerning  "first Month" prices (August
contract), the latter have registered a
slight increase in July, both on NBP
and Zeebrugge. The "first Month" price
average  on  bo th  marke ts  was  40
pence/th.
Similarly to the previous month, this is
due to uncertainties over supplies in
August  and the severa l  scheduled
maintenance operations.
«Forward» prices (winter 2006/07)
have  con t inued  to  dec l i ne  then
stood by the end of the month at 84
pence/th for IPE January 2007 contract.

USA

In July 2006, US natural gas prices
have registered a steady rise mainly
driven by the forecasts of Hurricanes
in the Gulf of Mexico.
Thus, " first month " prices (August
2006 contract) shifted from 6.14 $
MMBtu early month to 7.04 $ MMBtu
at the closing with a drop to nearly
5.56 $ MMBtu on 18 July.

Stock market

The exchange rate £/$ has registered
in July 2006 a rebound and closed at
1.8671 on 31st  Ju ly  2006 against
1.8442 early month.

Evolution of Interconnector gas flow

(continued from page2)

New publication of Medium Term Oil Market Report

IEA

ased on the cont inued current
t rends ,  the  Repor t  i s  ra the r

optimistic. Indeed, oil growth demand
will be lower than offer until 2010.

There fo re ,  the  p roduc t i on  excess
capacity of crude oil, which is presently
insuff icient, should increase during
the  fo r thcoming  years  to  reach
4 to 6 MB/D in 2011.

The  Repor t  ma in  conc lus ions  can
be summarized as follows:

�����  The  o rgan i sa t i on  p roduc t i on
capacity of crude should rise by 3.3
MBD within five years to reach 36.3
MBD in 2011.

�����  O i l  p roduc t s  o f f e r  shou ld  a l so
increase  thanks  to  the  expans ion
o f  re f i ne ry  capac i ty  and  b io  fue l
p roduc t i on .  G loba l l y,  re f i ne ry
capac i ty  shou ld  progress  by  11.7
MBD between 2006 and 2011.

B �����  These developments ( increase of
production capacity of crude oil and
oi l  products)  should contr ibute to
securing oil market stability.

�����  Non  OPEC count r i es ,  i nc lud ing
bio fuels,  should supply 56.7 MBD
in  2011 ,  aga ins t  51 .3  MBD
pro jec ted    fo r  2006,  name ly,  an
average  year l y  i nc rease  o f
1.1MBD.

Moreover, IEA stresses the necessity
fo r  governments  to  pursue  the i r
efforts to improve energy efficiency
in order to curb world o i l  demand
growth.

�����  If current trends persist, demand
would probably r ise by 2% / year
(name ly  1 .8  MBD)  reach ing  93 .7
MBD by  2011 ,  whereas  i t  has
progressed      by only 1.8 % / year
over the last  ten years.

GWh

n  t e rms  o f  vo l umes ,  expo r t s
s e t t l e d  down  t o  a  l e ve l  o f

70 million TOE during the first  half
o f  2006 ,  a  3  %  d r op  c ompa red
to  t he  f i r s t  ha l f  o f  2005  and  a
50% achievement of the budget.

The  a s so c i a t e s '  s ha r e  was  US  $
2 .9  b i l l i on ,  a  51% inc rease  year
over year.

The  s emes t e r  c l o s ed  w i t h  a
medium pr ice for Sahara Blend at
65.64 $/ bbl.

Concern ing  the  domest i c  market ,
t h e  t u r nove r  r eg i s t e r ed  57 . 9
b i l l i o n  DA  f o r  t h e  f i r s t  h a l f  o f
2006  c o r r e spond i ng  t o  an
ove ra l l  vo l ume  o f  17 . 5  m i l l i o n
TOE (including all products).

Exports  sa les  for  the f i rst  hal f  of  2006 reached record levels  of
US $ 27.05 BN namely,  a  29 % increase compared to  the f i rst
semester  of  2005.

This is nearly 6 % higher than 2005
first semester.

Crude oi l  suppl ies to the domestic
ma rke t  r e a ched  38 . 1  b i l l i o n  DA
f o r  a  vo l ume  o f  4 . 4  m i l l i o n
TOE, namely an increase of  11 %
compared to the f i rst  semester of
2005.

L PG  s a l e s  r e a ched  740  m i l l i o n
TOE, namely, 43 % of the budget.

Na tu ra l  g a s  vo l ume  supp l i e d  t o
t he  domes t i c  ma r ke t ,  r e a ched
14 . 3  b i l l i o n  DA ,  n ame l y  12 . 7
b i l l i o n  cm  ( o f  wh i c h  8 . 7  b i l l i o n
cm supp l ied to  Sone lgaz)  aga inst
12 .3  b i l l i on  cm fo r  the  f i r s t  ha l f
in 2005.

I

Marketing balance sheet

E x p o r t s
s t r u c t u r e

Volume Value

R. products 9%

Crude oil 42%

Condensate
14%

NG 17%

LNG  12%

LPG  6%
R. products 6%

Crude oil 28%

Condensate
9%

NG 26% LNG  27%

LPG  4%

Volumes (TOE 106)   89.02   87.53   -2%

- Exports   72.50   70.06   -3%

- Domestic market   16.53   17.47   +6%

Exports turnover (109 $US)   21.03   27.05   +29%

Overall turnover (109 DA)   1 588.29   2044.75   +29%

- Exports   1 539.55   1 986.78   +29%

- Domestic market   48.74   57.96   +19%

1st sem.
 2005

1st sem.
2006

Change (%)
2006/2005

Oil market during first semester 2006 - Read analysis on page 3
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