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Jeremy Weir, CEO of Trafigura’s remarks during today’s Eurasian Economic 
Forum - Verona, 25 October 2018  

Good morning everyone. We do live in interesting times: in times of rapid 
change, of great technological advances….and of climate change.  

We are also experiencing great geopolitical flux. Relationships between 
countries that have long been stable, are all of a sudden rupturing. And new 
relationships and alliances are constantly emerging.   

In times like these, big opportunities come with equally big challenges. And I 
have this morning been asked to talk about the greatest challenge for us all – 
discovering future growth.   

At Trafigura, as one of the world’s largest commodity traders we take the view 
that there is plenty of growth to be expected. When you look around the 
globe, demand looks robust, driven by population growth, industrialisation, 
urbanisation, infrastructure development, and electrification.  

In the oil market, whichever way we look at it, it’s clear that the lion’s share of 
supply to meet this growth in demand will come from a trio of powerful global 
players – Saudi Arabia, the US and Russia. This is the economic and political 
reality of today’s global energy market.    

Let me start by identifying some specific growth points.   

As a base-line, while we see a world slowly transitioning to a low carbon 
economy, the demand for oil is set to continue to rise in the medium term. 
And demand for natural gas and LNG will of course rise even more – both in 
the medium term and also in the long run.   
To meet this growing demand, we have seen some dramatic changes on the 
supply side. The growth in supply of unconventional oil from the shale fields of 
the US, especially from the Permian Basin, has been the biggest game changer 
in recent times. For the first decade of this century US crude production 
hovered below 6 million barrels a day; it now consistently exceeds 11 million 
and looks set to grow further.  

 



2 
 

Permian production in itself has become world-scale – if the Permian were a 
country, it would be the fifth largest member of OPEC. US crude exports have 
risen from zero in 2015 to more than 2 million barrels a day – and should also 
rise further as infrastructure permits.  
 
The big question is for how long and at what pace it will continue. Signs of 
strain are emerging, witness the significant rise in number of drilled but 
uncompleted wells; Permian monthly production growth has fallen by 50 
percent just in the last six months.  Mr Sechin was right when he said at the St 
Petersburg International Forum earlier this year that “growth of shale oil 
production will continue, but it is already obvious that it has its limitations in 
scope and duration.” 

Turning to LNG, the story is just as exciting. It’s obviously moving rapidly from a 
non-fungible product with rigid long-term contracts between producers and 
consumers to a freely traded commodity market, including derivatives.  

Fundamental drivers of growth remain strong. China has doubled imports in 
just two years. Looking ahead, China’s import of LNG is expected to increase to 
46 million tonnes this year and to 60 million in 2020, and could overtake Japan 
as largest importer in five years or less. 
 
As the International Energy Agency points out, there were just 10 countries 
importing LNG in 2000, but there are expected to be nearly 50 in 2023. As a 
whole, the market has grown by over 40 percent in five years, and if anything 
that growth is likely to accelerate.  

Now let me focus on a key growth factor on the demand side, India. Demand 
has grown by 50 percent in the last five years, supported recently by strong 
GDP growth in an economy performing well under Prime Minister Modi.  

India is once again the third largest contributor to global demand growth, after 
China and US. This is occurring in a country where nearly 80 percent of vehicles 
on the road today are two-wheelers. Annual car sales in India are still less than 
1 million units – a tenth of the level in China or the US. Global auto sales are 
forecast to almost double by 2030 and India is expected to account for a 
significant portion of that increase. And that’s before factoring in significant 
expected growth in the trucking fleet. 
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This prospect of steeply rising demand is one reason why Trafigura decided 
two years ago to invest alongside our partners Rosneft and UCP in acquiring a 
stake in Essar Oil, now renamed Nayara, with its world-class Vadinar refinery 
and a large and growing retail distribution network.  

In conclusion, these and other “growth points” speak to the big question about 
future supply. It’s commonly acknowledged that the global oil industry has 
under-invested in new production. We at Trafigura estimate that development 
projects of USD1 trillion were deferred or cancelled during the oil price 
downturn.  More investment in conventional oil and gas is needed to meet 
rising demand and replace production from exhausted reserves.  
 
And that leads straight back to the powerful trio I mentioned at the start of my 
remarks: Saudi Arabia, the US and Russia. These are the only countries that 
have the reserves and the investment capacity to generate the order of 
magnitude of incremental barrels required. The constraints on the US are 
being hotly debated, and it’s not clear how far or how fast Saudi Arabia can 
scale up exports in the next two years. 

So it looks to us that oil from Russia will increasingly be in demand. Russian 
production costs are among the world’s lowest. According to Wood Mackenzie, 
80 percent of Russian oil projects will remain cost efficient even if the oil price 
is as low as USD20 per barrel. That’s why we are extremely bullish on the 
Russian oil industry’s prospects in the next few years.   

Production costs that were already low became cheaper still under the current 
trading regime. Abundant reserves are available and production is mainly 
conventional.  

And the recently upgraded infrastructure allows the flexibility to choose 
between the export and domestic markets.  

Given the current reduction in supplies from some other producers, Russia has 
shown admirable flexibility and nimbleness of late in increasing supplies as the 
global market requires.  Russia is in the strategic position of being able to 
bridge the gap by supplying material new volumes to both Europe and Asia to 
meet future demand.  

This reminds us of an important reality. In recent years we have grown used to 
supply chains that seem smooth and straightforward but are in fact long and 
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complex. I hope that politics will not come in the way of us continuing to 
develop and refine these supply chains, ensuring that supply from regions that 
are cost efficient and have plenty of reserves is made available to meet 
demand.  

Thank you very much for listening. 

 


