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Förord  
Under 2007 steg marknadens oljepris med nästan 60 procent. Oljepriset var 
under 2007 nära men inte över den ”magiska” nivån 100 dollar per fat. Strax 
efter nyår ändrades dock detta. Det finns naturligtvis inte en enda orsak till höga 
oljepriser utan det finns ett flertal bakomliggande faktorer som ökande efter-
frågan, begränsad uppströmskapacitet och kapacitet för raffinaderier.  
 
Vid NOG-seminariet i januari behandlades mekanismerna bakom marknadens 
oljepris. En översikt av drivkrafterna bakom priset liksom aktörerna på markna-
den togs upp. Under de senaste åren har det tillkommit nya aktörer på markna-
den och konsekvenserna av deras marknadsinträde diskuterades. Hur fungerar 
en oljebörs? Andra aspekter som behandlades vid seminariet är balansen mellan 
”fundamentals” och terminer, prissättning och integritet vid prissättning. 
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Följande referat är ett sammandrag av presentationerna vid seminariet, 
återgivet av kansliet för Nätverket Olja & Gas. 
 

 
2 



 
 
 
Lawrence Eagles is Head of Division, Oil Industry & Markets Division, International Energy 
Agency (IEA). Initially joining the International Energy Agency in 2003, Lawrence Eagles 
took up the position of Head of the Oil Industry and Markets Division/Editor, Oil Market 
Report in March 2005, heading the team of analysts responsible for short-term oil market 
analysis.  

Lawrence Eagles, International Energy Agency, IEA 

 
Lawrence is author of the Market Overview section of the IEA’s benchmark publication, the 
Oil Market Report as well as overseeing the production of the recently launched Medium-
Term Oil Market Report. The Division also advises Member governments through the 
Agency’s Standing Group as well as liaising closely with the trading, analytical and corporate 
planning departments of industry. 
 
Prior to joining the IEA, Lawrence was well-known as a specialist in energy and metals at the 
major European brokerage, GNI. He joined the company as a graduate trainee, gaining 
experience across a wide range of financial and commodity markets, spending several years 
as a fund manager before taking over as head of research. 
 
$100 Oil – a Turning Point? 
In help to explain some of the factors to the high oil price, Lawrence Eagles provided with a 
historical outlook. It started with an oil demand surge in 2004; the “world wakes up” to an 
accelerating demand from China but also from the Middle East and North America. Since 
then, the global oil production has grown from about 82 to almost 85 million barrels per day, 
and the forecast for year 2008 is 87 million barrels per day. 
 
Eagles posed the question if the current oil price is caused by factors such as OPEC, low 
stocks, refining, spare capacity or funds, or not, and why is the oil price (in dollars) nearing 
US$100? He also noted that the oil price rise is not as severe in non-dollar currencies, e.g. in 
Euros, and thus a weakening US$ may factor in the oil price. 
 
Complex Interaction of a Number of Factors Behind the $100 Oil  
During the years in 2005-2007, both oil stocks and oil price rose. This is not usual behavior of 
the market; however, still it is not unheard of, according to Lawrence Eagles. He noted that it 
is not possible to predict the price more than 3-6 months ahead due to the many factors and 
that there is no single cause of the high oil prices. Eagles mentioned a couple of factors that 
could be involved in this case. For instance, a change in demand for stocks could be seen as a 
reaction to 2004 demand surge, or a response to a volatile geopolitical situation, or simply 
reflecting a low spare capacity with the producers working flat out.  
 
Large Fund Inflows 
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An influential factor is that fund flows create “contango” (i.e. the far future delivery price 
higher than a nearer future delivery). There are large flows of fund money into the market that 
can influence the oil price from time to time. However, the true impact of the large fund 
inflows is unclear. Lawrence Eagles pointed out that more data is needed as the data 
disaggregation is poor and the evidence on fund money moving prices is “far from 
conclusive”. Eagles also noted that current price models do not work well. The market is too 
complicated to model especially with regard to cases of speculation impacting on prices. 
Eagles also warned of the danger of looking too closely at market diagrams; it is easy to 
produce them but difficult to truly show the causality of things.  
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Eagles believed that there are strong fundamental causes behind the recent rally, that the 
market today is driven by medium-term concerns due to rapid demand growth from highly 
populous countries, rising costs and lagging supply. 
 
Slow Supply and Strong and Inelastic Demand 
During the past few years, the world economy has grown substantially. Alongside this 
economic boom, the supply-side has shown poor performance with a mismatch between 
refining capacity and demand, and a low spare capacity with the spare largely held in one 
country. In addition, there is a strong and inelastic demand growth concentrated on the 
transportation sector. With subsidized prices, the demand is further increased in some non-
OECD countries, e.g. the Middle East and China.  
 
OPEC spare capacity is projected to fall from 2.5 to 1.5 million barrels per day, and mostly 
containing heavy sour grade of oil. The current refinery tightness is forecasted to continue 
both upstream and downstream. Eagles noted that GDP1 remains the key driver since GDP 
slows demand down more than the price. GDP trends can have a big impact on the medium-
term. Hence spare production capacity is one factor, inventory and refining flexibility are 
others factors in shaping the oil price. 
 
 

                                                 
1 GDP: gross domestic product.  



 
 
 

Fredrik Voss, ICE Futures Europe 

Fredrik Voss is Director of Market Development at ICE Futures Europe where he is heading 
the exchange’s business development, product development and education units. He joined 
ICE in 2004 after almost 10 years at the Sweden-based OMX group where he headed up the 
sales & business development for the exchange division. Before joining the exchange division 
he was directing various business units and subsidiaries within OMX’s technology division. 
During 2002 and 2003 Fredrik was CEO of OM London Exchange and the UK Power 
Exchange. 
 
Intercontinental Exchange 
As a starting point, Fredrik Voss showed the audience the market place of 
IntercontinentalExchange® (ICE) and ICE Futures Europe. ICE operates global commodity 
and financial products marketplaces, including the world’s leading electronic energy markets 
and soft commodity exchange. ICE’s futures and over-the-counter (OTC) markets offer 
access to contracts based on crude oil and refined products, natural gas, power and emissions 
as well as products such as cocoa, coffee, orange juice and sugar, in addition to foreign 
currency and equity index futures and options. 
 
ICE conducts its energy futures markets through ICE Futures Europe, the U.K. regulated 
London-based subsidiary. The energy futures market daily trade 600 million barrels of crude 
oil, 80 million barrels of gasoil, 5 million tonnes of carbon dioxide and 5 TWh of natural gas 
to a nominal value of more than $60 billion per day. The futures contracts are used as 
benchmarks, Voss added, and very little physical commodity is delivered against contracts. 
ICE Futures Europe offers the world’s leading oil benchmarks, including the Brent and West 
Texas Intermediate (WTI) global crude benchmark contracts. It’s electronic trading platform 
brings market access and transparency to participants in more than 50 countries. 
 
Price Drivers 
There are many parameters influencing the oil price, other than oil supply and demand. 
Fredrik Voss gave a number of examples, including politics, exchange rates, shipping, trading 
strategies, stocks, weather, production shut-ins and not the least market gossip. He also noted 
that although the absolute price is interesting, it is not as important as the relative price. For 
instance, it is interesting to look at the price relative to other assets and substitutes. Voss 
presented a graph showing that, lately, the price of Brent front month has increased relative to 
other asset prices. He also commented on the fact that price relative to investment indicates 
the profitability of investments. High profitability, in turn, increases supply of oil.  
 
Market Participants and their Reasons to Trade 
The market participants trading on an energy exchange can be divided into categories: 

• Physical market participants (producers, refiners, consumers) 
• Intermediaries (trading houses, banks, brokers, financiers) 
• Investors (e.g. commodity funds, pension funds, hedge funds, private individuals) 
• Liquidity providers (market makers, arbitrageurs) 

 
During his presentation, Voss presented several reasons for market participants to trade crude 
oil, for instance: 
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Acquire/divest 
Producers sell crude to generate a return on their investments. Refineries buy crude to 
produce oil products that can be sold and consumed. The general “buy low/sell high” strategy 
normally applies to these market participants. 
 
Investing/speculating 
The investors and speculators, who take on price risk for expected higher returns, are attracted 
by the unique price formation attributes displayed by oil markets. The general “buy low/sell 
high” strategy applies to these market participants; however, other strategies apply as well. 
Therefore, investor/speculator impact on price level is difficult to asses. 
 
Diversification 
Diversification (i.e. mixing a wide variety of investments within a portfolio) is a way to 
increase expected return on a portfolio without increasing overall portfolio risk. Because oil is 
poorly correlated to other asset classes (e.g. fixed income and equities), allocating parts of an 
investment portfolio to oil can serve as an excellent risk management technique. In these 
cases, however, the investors are largely indifferent to the actual price of oil. 
 
Hedging 
Hedging is a way to minimize price risk in return for certainty. Future prices relative to 
today’s prices are important to hedgers. 
 
Market making 
Market makers are traders or companies that are willing to buy and sell simultaneously in 
order to profit from the bid/offer price differential. However, they are not willing to take on 
risks. Focusing on accumulating small gains into big profits, they are indifferent to the price 
of oil and the long-term trend. 
 
Arbitraging 
In order o make profit without taking any risk, arbitrageurs seek out slight differences in price 
on more than one exchange and simultaneously buy at the lower price and sell at the higher 
price. Since the profit depends only on the price differential, the arbitrageur is indifferent to 
the actual price of oil. 
 
Intermediating 
Intermediaries route customer orders to the exchange electronically or via phone. They too, 
are indifferent to the price of oil. 
 
Finally, Voss pointed out the complexity of the market and the difficulty to assess the impact 
on oil price of the market participants. While some market participants want the oil price to 
go up, some want it to go down and other still may be indifferent to the price. Many trading 
strategies affect the oil price even thought the success of the strategy is not dependent upon 
the outright oil price. 
 



 
 
 

Joel Hanley, Platts 

Joel Hanley is managing editor of EMEA Crude Oil at Platts in London and has ten years of 
energy market experience. He has worked at Platts for nearly five years, covering the crude 
markets of the North Sea, West Africa, Russia and the Middle East. Joel has previously 
worked for Risk Waters Group as a writer on Energy Risk magazine, covering risk 
management in the deregulating energy markets. Joel also launched Oil & Gas Technology 
magazine for the Chinese market. Joel holds a degree in Russian & Information Technology 
from Exeter University.  
 
Introducing Platts 
Joel Hanley started his presentation by introducing the organisation Platts. Platts is neither a 
broker nor an exchange, he said. Platts is a specialist energy publisher, founded by Warren 
Platt nearly 100 years ago, with customers across the world. Every day, Platts publishes more 
than 100 key benchmarks covering oil, gas, coal, emissions, power, shipping and metal 
markets. 
 
Crude Benchmarks and how they Change 
Because there are so many different varieties and grades of crude, benchmarks are used when 
pricing crude oil. Hanley mentioned the primary benchmarks, e.g. Brent Blend from the North 
Sea, West Texas Intermediate (WTI) from the USA and Dubai crude from United Arab 
Emirates. Hanley explained how “Dated Brent” connects the world as sellers around the 
world price their oil compared to the Brent benchmark. Despite its small size, the North Sea 
area is influencing a big part of the world. This is a bit remarkable, Hanley added, especially 
as production levels have fallen from already low levels in comparison to other crude oils. 
 
To address the problem of declining production of benchmark crudes, Platts has added new 
grades for delivery into the Brent contract. In 2002, the BFO (Brent-Forties-Oseberg) 
assessment methodology was introduced and later, in 2007, the BFOE (Brent-Forties-
Oseberg-Ekofisk). This way, the dated Brent price reflects the most competitive in value of 
four similar grades (all North Sea crude), which means that larger volumes of oil are available 
for spot trading tied to the benchmark. Hence, as Hanley noted, with these four grades the 
BFOE is less vulnerable to potential distortion in case someone wants to squeeze the market. 
 
During his presentation, Hanley also talked about the responsibilities of the publishers. He 
argued that publishers must be accurate and use precise and robust methodology systems. 
Producers, consumers, traders, regulators and other market participants expect full 
convergence between market values and published values. They also expect full transparency 
and responsible behaviour from the publisher. Finally, Hanley mentioned some aspects of 
Market on Close (MOC), the price movements during MOC and the importance of strict 
standards to ensure order and equality. 
 
 

 
7 


	Förord

