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Oil Prices Fall 
 

eResearch Corporation is pleased to provide an article from Oil & Energy Investor, featuring         

Dr. Kent Moors. 

 

Bottom Line: Dr. Moors states, “The view from London shows an upside of Brent toward $150 and 

WTI prices up to $130 by end of 2013. Naturally, increasing tensions in the Mid-East (especially 
from Iran) would encourage spikes in price much before that.” 
 

The article begins on the next page, and is entitled:  

“Oil Prices Fall As Saudis Boost Supply … But Not For Long”.  
 

Oil & Energy Investor is a leading source of investment news, research, financial opportunities 

and insights on global markets, with a particular emphasis on the oil and gas sector. 

 
Dr. Kent F. Moors is an internationally-recognized expert in global risk management, oil & 
natural gas policy and finance, cross-border capital flows, emerging market economic and fiscal 
development, and political, financial, and market risk assessment. 
 
You can learn about Oil & Energy Investor and subscribe, for FREE, to receive its e-letters and alerts 

at its website: http://oilandenergyinvestor.com/  

 

 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. Our 

various research packages allow corporate management to choose the form of research coverage that best 

meets their company’s needs. Investors benefit by having written research on a variety of under-covered 

companies. 
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is distributed by eResearch Corporation, are strictly those of the Author and do not necessarily reflect those of  

eResearch Corporation. 
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Oil Prices Fall As Saudis Boost Supply ... But Not For Long   

by Dr. Kent Moors, published September 19th, 2012 

 

Greetings from London.  

I know some OEI readers raise their eyebrows when oil prices fall in back-to-back 
trading sessions as they did yesterday and today. That's why I wanted to send a special 
issue today to talk about what happened. As you probably know, Brent crude, the 
market benchmark price for oil, fell nearly 4% to $108.43 a barrel today at the London 
exchange. And Western Intermediate crude, traded on the New York Mercantile 
Exchange, fell nearly 4% to $91.99 a barrel earlier this afternoon. 
The decline on oil prices over the past two days has hit the oil community by surprise 
here in London. But the view from across the pond is that this is likely a temporary 
downturn.  

Earlier this afternoon, I met with members of Saudi Petroleum (the trading arm of 
Saudi Aramco). The Saudis have pledged to maintain flows of 10 million barrels a day, 
an expansion of their current output. The move is seen by many as a means to help 
boost global economic growth.  

But there's just one problem. This expansion moves them to about 2 to 2.5 million 
barrels a day from their capacity. That becomes a serious issue, as we are starting to see 
the return of global demand (not North American or Western European). Fueled by 
emerged markets and expanding economies, growing demand will begin pushing the 
Saudi production threshold. So, while this expansion of production will alleviate some 
pressure, it creates entirely new supply concerns on the other side. 

Three important views are emerging from the people with whom I spoke this week:  

 First, the current pull back in prices will be short-lived. Simply put, there are no 
essential fundamentals justifying a downturn;  

 Second, and critical, international demand this year will still come in at more 
than 88 million barrels per day, and exceed 89 million by June of 2013; and 

 Third, the rising joint efforts of central banks on quantitative easing -- the latest 
addition being the Bank of Japan overnight -- are causing renewed inflationary 
concerns. Actions by the central banks will raise the price of commodities in 
general and oil in particular.  



…  your Inside Access to Extreme Wealth 
 

eResearch Corporation  ~  3  ~ www.eresearch.ca 

What This Means Going Forward 
 
I recognize that some people on television or in the news might be saying that the price of oil is 
now going to start falling because of "oversupply." They might point to the Saudi production 
expansion now instead of all the shale gas we have in the United States. But as I said on 
Monday, the fundamentals are what really matter over the long term.  
 
A strong price consensus among major players has formed in advance of my critical meetings 
tomorrow: The view is that Brent will push back to $130 and Western Intermediate will hover 
between $105 and $110 by the end of the year. And it's very clear why. 
 
First, as I said on Monday, production costs matter. Last week, Bernstein Research noted that 
marginal costs for oil are continuing to rise, making production outside of Saudi Arabia more 
expensive as we turn to unconventional sources of crude. With global marginal costs at $92, 
we're seeing a long-term floor emerge, as producers aren't going to sell oil for less than what it 
costs to pull it out of the ground. 
 
Second, and more important given the nature of my meetings, international geopolitics continue 
to emerge as the true wild card in international pricing. With the floor starting to emerge, so too 
will premiums as geopolitics take center stage in the markets. 
 
The briefings I will be giving here tomorrow (Thursday, September 20) on the Iranian oil 
sanctions are getting expanding publicity. While tensions on Iran's nuclear program continue, 
potential conflict in the China South Sea too could affect commodity prices.  
 
The view from London shows an upside of Brent toward $150 and WTI prices up to $130 by end 
of 2013. Naturally, increasing tensions in the Mid-East (especially from Iran) would encourage 
spikes in price much before that. 
 
My dinner tomorrow evening with the Persian Gulf ambassadors is shaping up to be a very 
interesting affair. I'll let you know more about what happens on Friday. 
 

 
Sincerely, 
 
 
Kent 
 

BW:  See Dr. Moors’ bio on the following page. 
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Dr. Kent F. Moors is an internationally recognized expert in global risk management, oil/natural 

gas policy and finance, cross-border capital flows, emerging market economic and fiscal 

development, political, financial and market risk assessment. He is the executive managing 

partner of Risk Management Associates International LLP (RMAI), a full-service, global-

management-consulting and executive training firm. Moors has been an advisor to the highest 

levels of the U.S., Russian, Kazakh, Bahamian, Iraqi and Kurdish governments, to the governors 

of several U.S. states, and to the premiers of two Canadian provinces. He’s served as a consultant 

to private companies, financial institutions and law firms in 25 countries and has appeared more 

than 1,400 times as a featured radio-and-television commentator in North America, Europe and 

Russia, appearing on ABC, BBC, Bloomberg TV, CBS, CNN, NBC, Russian RTV and regularly 

on Fox Business Network. 

A professor in the Graduate Center for Social and Public Policy at Duquesne University, where 

he also directs the Energy Policy Research Group, Moors has developed international 

educational programs and he runs training sessions for multiple U.S. government agencies. And 

until recent revisions in U.S. policy, Dr. Moors was slated to be the deputy director of the Iraq 

Reconstruction Management Office (IRMO) in Baghdad. 

Moors is a contributing editor to the two current leading post-Soviet oil and natural gas 

publications (Russian Petroleum Investor and Caspian Investor), monthly digests in Middle 

Eastern and Eurasian market developments, as well as six previous analytical series targeting 

post-Soviet and emerging markets. He also directs WorldTrade Executive‘s Russian and Caspian 

Basin Special Projects Division. The effort brings together specialists from North America, 

Europe, the former Soviet Union and Central Asia in an integrated electronic network allowing 

rapid response to global energy and financial developments. 

 

 


