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Oil crisis not fixed yeu analysts
GORDON KENT

The recent increase in oil prices
and OPEC's plan to cut production
won't fix the petroleum industry's
underlying problems, an American
expert said Thursday at a confer-
ence in Edmonton.

Members of the Organization of
Petroleum Exporting Countries
(OPEC) agreed last weekto reduce
output by 1.2 million banels a day.
Prices then spiked above $50 US
a barrel.

However, the deal is less convinc.
ing than it appears, said Antoine
Halff of Columbia University3
Center on Global Energy Policy in
NewYork.

Major producers such as Libya
and Nigeria are left out, Iran ap-
pears ableto raise production, the
Iraq government doesn't control
many of its oilfields, and non-
member Russia has a poor record

for making cuts to which it has
agreed, Halffsaid.

"It seems that things are really
moving in the right direction, but
my view is any sense of optimism
would probably be misplaced,"
he told the Economics Society of
Northern Alberta's annual outlook
conference. 'fEvery country tried
to maximize production to unseeh
levels even as it negotiated its con-
tribution to the cuts."

At the same time, American shale
oil output is ramping up quickly,

struggling pcitro-states such as
Venezuela and Nigeria are on the
brink of failing and global demand
is changing in the face of improved
energy efr ciency and competition
from other sources, Halffsaid.

"There's an undgrlying crisis in
the oil industry and the oil markets,
and this crisis is not going to get
fixedanytime soon."

However, Halff said prices should
grow stronglywithin five years be-
cause ofa crimp on output caused
by the lack of spending to boost

production and other factors.
Kevin Birn, a Calgary-based oil

market analyst for IHS Markit,
expects a more gradual price rise.

Alberta's oilsands will have to
compete for money to grow, al-
though under current plans pro-
duction should increase to rough-
ly three million barrels a day by
around 2O2O he said.

"We think the world has moved
into recoverymode. We thinkthe
world will be consuming more oil
than we're producing," Birn said.

Construction costs for new oil-
sands plants have dropped eight
per cent since 2014, while over the
same period, operating costs are
down 25 per cent for mines and al-
most 4O per cent for steam-assisted
gfavity drainage projects, he said.

The price of benchmark West
Texas Intermediate oil has lost
about half its value in that time.

The break-even point for oil-
sands facilities is now less than
US$50 a barrel, a reduction of
about $10 a barrel in the last two
years, but oil prices will have to be
well above US$50 to justifybuild-
ing new operations, Birn said.
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