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 The Oil Downturn

Implications for the Energy Transition
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Introductory presentation outline

• Recent oil price trends

• Major drivers of market

• Price prospects for the future

• Energy mix history & future



Recent price developments
• Downside

• More COVID waves
• Trade disputes
• OPEC+ raises supply
• Shale & non-OPEC resilience and 

comeback

• Upside

• COVID contained
• V-shaped economic rebound
• Geopolitical supply disruptions
• OPEC+ cuts maintained
• Lasting non-OPEC shut-ins
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Recent price developments
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Balances and resulting inventories

Source: US EIA Short-term Energy Outlook, August 2020 
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• Oil consumption 2019: 101 mbd

• Forecast 2020:  93 mbd: ↓8%

• IMF GDP 2020 forecast: ↓4.9%

• Production cutbacks & rising 
consumption 2H20 

• Inventory draws may suggest 
moderate price rise ahead
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WTI price vs shale oil production

• Shale cycle quick 
compared with 
other oil sources

• Production 
responds in 
about 6 months

Oil price
Shale production

Source: US EIA statistics 



• Large amounts of 
tight/shale oil available 
and economically 
feasible

• Accounts for majority 
of expected capacity 
expansion in 2020s

 Average production 
costs of $40-60/bl

Long-run supply curve

Source: Aguilera and Aguilera (2019), Mineral Economics



• Rapid rise for 
natural gas in 
energy mix, 
based on many 
advantages

• Transition to low 
carbon future in 
2nd half 21st 
century

Source: Aguilera and Aguilera, SPE 110215-MS (2007) and Mineral Economics (2018)

Global energy mix



• Oil use growing 
steadily since 1960

• Forecast compares 
well with actual data 
(red points 2007-
2019)

• Projected to keep 
rising in coming 
decades

BP statistical data GEM Reference forecast

GEM Sensitivity 1 GEM Sensitivity 2

BP (2020), data since 2007

THOUSAND BPD

WORLD OIL CONSUMPTION, PAST & FORECAST 2030

Source: Aguilera and Aguilera, SPE 110215-MS (2007) and Mineral Economics (2018)

Oil consumption
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“Peak” demand prospects

• Wide range of views on future pace of oil 
demand growth

• So far, no large-scale substitute for oil in 
transport

• Slowing consumption due to oil-saving 
technology, electric vehicles & climate 
stabilization efforts
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Conclusions

• Some believe oil downturn accelerates 
transition to renewables

• Price of $40-60/barrel in coming decades 
(Aguilera & Radetzki, The Price of Oil , 2015)

• Implications for energy transition to be 
determined
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Thank you

r.aguilera@curtin.edu.au

mailto:r.aguilera@curtin.edu.au
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