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Economy
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Global Economy
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Economy Growth 2009; % YoY

S Dubai debacle

S Greece Turmoil

S European Union in shambles
Global economy out of woods?

2009: 

SWorld output contracted by 
0.6% in 2009; Advanced 
economies declined by 3.2%. 

SDeveloping Asia registers 6.6% 
growth; China 8.7%; India 
5.7%.

Source : World Economic Outlook, April 2010 & July 2010; Indian Economic Survey

Outlook 2010 (July, 2010):

Economy growth forecast

SWorld: 4.6%

SIndia: 9.5%

SChina: 10.5%

Caution: ñRisks have risen sharplyò, Europe to quickly resolve debt problems



Indian Economy

5Source : Central Statistical Office (CSO)

India GDP grew by 7.4% in FYô10 & 

expected to grow by 8.5% in FYô11

India sustained growth, even in face of weak recovery in advanced 
economies. To sustain growth Public & Private consumption - key drivers

Picture source: The Economist
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Industry scenario
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Crude oil prices

Oil prices remain volatile

Eurozone effect

SOil prices in Goldilocks range (US$70-80/ bbl) due to negative

economic sentiments . Recovering economies may bring in more

volatility as fundamentals have not changed .

Source : GlobalData
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Fundamentals

Fundamentals have not changed

Demand destruction

Supply rationing

Oil field depletion

Diminishing find size

Declining investment

Changes in Gas business

The óGame changerô
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Demand destruction has been sharp during 3Q08 ð4Q08; however, 

gradually started building up on signs of recovery

Demand projected to be 

84-86 mb /d in 2010 & 

86-88 mb /d in 2011

Projected

Demand destruction just temporary

Source : PFC Energy 9

Demand destruction



OPEC: Supply Rationing
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Demand destruction forces OPEC to cut supply by 4.2 mb /d in 

late 2008 t o prevent oil price collapse 

Present spare capacity 

6-7 million barrels

Source : PFC Energy

Presently sufficient OPEC spare capacity

Spare capacity

Oil price
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Oil Fields depletion

During 2000 to 2008 non -OPEC fields 

(excluding FSU countries) declined by 6.5%

Source : BP Statistical Review 2010

Most of the fields in Non -OPEC Countries declining

Forecast
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Diminishing find size

Large number of these discoveries in Deepwater & Ultra -

deepwater ðtechnology & investment a challenge

Source : BP Statistical Review 2010

New discoveries comparably small
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Proved Reserves Added Y -o-Y (Billion Tonnes )
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2005 2006 2007 2008 2009
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Upstream Sector Midstream & Ddownstream

Oil & gas investment
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Oil & gas investment declines

Lack of Cash and Access to Capital Drive Capex Down by 18% in 2009

Source : GlobalData

In case low investment  trend 

continues, due to economic 

turmoil, it will have adverse 

effect on future supplies
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Changing gas market

Gas price also remains volatile

Shale gas revolution in USA & LNG glut in major markets 

Brings permanent changes in natural gas business

Source : GlobalData
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Shale gas revolution

S Shale gale has more than doubled 
the size of  discovered  gas 
resource in North America

S Shale Gas supply increased to 20% 
from 1% in 2000 (IHS -CERA); 
expected to contribute 50% by 
2035.

Shale gas renders US LNG imports nearly 
unnecessary over the next five to 10 years 

(Source : Industrial Fuels and Power, April 20,2010) 

Shale gas revolution in USA: 
a permanent change in global gas business 
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Big leap for E&P

SA big leap for E&P industry.

First Ultra -deepwater production

SShell operated Perdido subsea fields in Gulf of Mexico, at 
water depth of 8,000 ft (2,450 m) commences production 
in Marchô10 ïthe first Oil & Gas from Ultra -deep waters
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The óGame changerô

BPôs rig , Deepwater Horizon, blew up on 20th April in 
deepwater of Gulf of Mexico, 64km off Louisiana coast

S Failed blowout preventer

S Explosion & fire caused rig on 

Macondo well to sink 

S Claimed 11 lives 

S Oil from spill being collected 

since 16thMayô10

S Around 25,000 bopd of oil 

collected daily

S No oil flow since 15th July 2010

Picture source: http:www.bp.com

Macondo accident to have huge negative impact on 
industryôs offshore activities

'© BP p.l.c.'
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Indian perspective
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Increasing consumption

Consumption of petroleum products increased 
at CAGR of 5.1% (FYô06 to FYô10)
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Fuel oil, partially substituted by new gas supplies



Oil & Gas production

Oil production levels maintained
Gas production upside for East Coast
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D-6 on stream ~ 60 mmscmd
a big boost for country 

RJ-ON-90/1 (ONGCôs PI: 30%) 
on stream ~ 1,05,000 bopd



Import dependency

FYô10: Import dependency > 77%
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Crude oil import doubled in 
last 10 years 

(74 MMT in FYô01 to 153 MMT in FYô10)

Import value increased by 
5.5 times in 10 years

(Rs. 659 in FYô01 to Rs. 3,609 billion in FYô10)
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Hydrocarbon reserves

Balance Recoverable Reserves 

(MTOE)

OPEC

77.21%

Rest of 

world
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0.44%

Crude oil 

Natural gas

Proved Reserves

East coast 
discoveries

Source : BP Statistical Review 2010



¶ All major producing fields are more than 30 years old 

¶ Most of them have produced through their peaks

¶ 80% of total indigenous production coming from such mature fields

¶ Pressure of almost all of these fields are depleting fast

¶ Cost - intensive IOR/ EOR processes required to keep them flowing

23

Matured fields
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(Rs. Crore) Upstream OMCs Government Total

FYô04 3,123 6,151 9,274

FYô05 5,947 14,199 20,146

FYô06 14,000 14,500 11,500 40,000

FYô07 20,507 4,759 24,121 49,387

FYô08 25,708 16,125 35,290 77,123

FYô09 32,943 (943) 71,292 103,292

FYô10 14,430 5,621 26,000 46,051

Petroleum product prices revised on 25 th June 2010; 
under recoveries to stay

Under - recoveries



ONGCôs pursuits
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