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Iraqi data on oil exports and generated revenues for the first half of 2017 provide the material 

evidence to assess the impacts of the first accord of OPEC production cut on Iraq and its fiscal 

crisis.  

During the first half of the year, Iraq’s oil export prices has been on the decline reaching the 

critical benchmark of $42 a barrel; deficit in oil export revenues was, partially, resulted from 

KRG non-compliance, and its impact on Kirkuk, with this year Budget Law, though much of 

that deficit was compensated by exports from the south. And with most predictions of further 

decline in oil prices budgetary deficit could be deepen.  

 

This assessment and for comparison purposes covers nine months period divided into two 

sub-periods: the first is pre-OPEC cut commencement, which covers the fourth quarter of 

2016 (4Q2016) and the second post-OPEC cut commencement, which covers the first half 

2017 (1H2017) and also the full term of first OPEC cut accord; and this second period is also 

divided into two quarterly periods; 1Q2017 and 2Q2017. 

 

The paper addresses first oil price and oil exports, then assesses the budgetary implications 

and finally provides brief note the prospects of oil prices for the rest of the year. All data are 

from official/formal sources.   

 

I- Oil Price and Oil Exports 

Much of the optimism prevailed in the immediate aftermath OPEC cut accord of November 

2016 that oil prices will improve to compensate for production cut, soon faded away. Chart 1 

below exhibits Iraq’ average monthly oil prices and oil export. 

 

Iraq’s monthly average oil export prices (red line) during the nine months period of October 

2016 to June 2017 reached its lowest at $40.5/b (a barrel) during the month of November 

2016 then, after the OPEC accord, jumped by 14.5% during December 2016.  

 

But that improvement lost strength during the term of the accord; first, the incremental trend 

in the price began shrinking during the first two months of the accord when the price reached 

its top at $49.13/b during February 2017, then it began a gradual downward to reach its lowest 

level, during the entire accord period, at $42.07/b during June 2017. Moreover, June price was 

in fact lower, by $0.43/b, than its level in October 2016.  

 

The above price trend causes concern if it continues southward as much of the gains of the 

first quarter 2017 evaporated rather quickly; oil price was at $48.30/b during first quarter 



2017 (1Q2017), declining to $45/b in the second quarter (2Q2017); giving an average price of 

$46.65/b during the first half of the year (1H2017). 

 

The above trend in Iraq’s oil export prices was exactly opposite to the expected as 

compliance, by OPEC/NOPEC, occurred more during the second quarter than the first 

quarter. This, also indicates that improvement in international oil prices do not depend solely  

on OPEC/NOPEC production cut accord and doubtful compliance during the entire accord 

period.  

Chart 1: Iraq: Oil Export Price-$/b (LS) and Export-mbd (RS) 

October 2016:June 2017 

 

 
           Source & notes for chart 1: Compiled by the author; original data from MoO. LS: left              

side; RS: right side. 

 

Iraq’s oil exports-orange line (excluding KRG) during the same nine-month period show the 

following:  

1- During the last quarter of 2016 and prior to the commencement of OPEC/NOPEC 

production cut accord, monthly oil exports increased steadily to reach the highest ever 

in the history of Iraq at 3.519 million barrels daily (mbd) in December 2016. 

2- Though this important increase in oil exports generate more revenues, as shall be 

discussed later, and it reflects significant development in the production capacity (due 

mainly to the bid rounds) it has two negative consequences: the first, it contributes to 

the existing market imbalance and, thus, erodes price improvement; and second, it 

increases the cost of “production curtailment” provisions.  

Therefore, knowing (or otherwise) beforehand that Iraq had to comply with OPEC 

accord, the decision by the Ministry of Oil to expedite oil export during last quarter of 

2016 was a wrong and failed policy.  

3- During production cut accord period (first half of 2017) monthly oil exports were 

much lower than December 2016: The average monthly decline was 246 thousand 

barrel daily (kbd), while the largest monthly decline was 266kbd in April. it is 
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important to remember at this juncture that OPEC accord is about production cut (and 

not export cut- as wrongly understood by the Minister of Oil). But because Iraq has no 

production “spare capacity” and domestic needs (for power generation and refining 

sector) has to be meet, then most of the country’s production cut is reflected through 

oil export declines. For example, “Refinery Intake” during the first four months of 

2017 has increased by more than 5% over the last four months of 2016.  Moreover, 

there is a serious transparency problem when assessing production cut compliance: the 

Ministry of Oil (since September 2016- a month after the current Minister took office) 

prohibited the publications of data on petroleum production and allocation); the same 

applies to MNR of KRG, which suspended the publication of its monthly report from 

December 2016.  

But international formal sources, based on Iraqi official submitted data, indicate that 

daily oil production during the first four months of 2017 stands at 4.574 million 

barrels daily (mbd); and this is higher than what Iraq has to produce according to 

OPEC November 2016 accord of 4.351 mbd by 223kbd.       

 

II-Budgetary Implications 

According to Budget Law 2017, oil export revenues were estimated at roughly $57.5 billion 

based on 3.75 million barrels per day (mbd) on full 365 days and at a price of $42/b (a barrel) 

using an exchange rate of ID1182 per US dollar (though market rate is consistently higher). 

The breakdown of total oil exports was formulated as follows: 

- 250 thousand barrel per day (kbd) from oil produced by KRG;  

- 300kbd from oil produced by North Oil Company (in Kirkuk) to be transported via 

KRG pipeline to Turkey, (both these are subject to stringent conditions detailed in the 

budget law)  

- 3.2mbd comes from the rest of Iraq.  

 

The above budgetary provisions are one thing, the reality and experience is totally another; 

depending largely on the KRG compliance and the political relationship between Erbil and 

Baghdad. 

 

Hence and analytically, the above budgetary provisions could be translated into four 

thresholds or components for comparison and assessment: 

Threshold 1: All Iraq; comprises all oil exports including KRG, i.e., 3.75mbd; 

Threshold 2: Iraq excludes KRG; comprises oil export from Kirkuk and the southern 

terminals, i.e., 3.5mbd; 

Threshold 3: All oil exports from southern terminals, i.e., 3.2mbd. 

Threshold 4: Oil export from Kirkuk, i.e., 0.3mbd. 

 

Each threshold is assessed by how much oil export revenues it has realized compared to what 

was earmarked to it in the budget law. It should be noted the top-down relationship between 

the four thresholds: Threshold 1 comprises threshold 2 also; and threshold 2 comprises 

thresholds 3 and 4. 

  



Chart 2: Monthly Surplus or Deficit of Realized vs. Budgeted Oil Export Revenues 

January-June 2017 ($million)    

 
Source & notes for chart 2: Compiled by the author; original data from MoO and 

Budget Law for 2017. 

From the data, calculations and the above chart we can draw the following remarks: 

1-  Threshold 1 (white column) measures the overall realized vs. budgeted oil export 

revenues in terms of surplus or /deficit. This threshold exhibits the commencement of 

an increasing deficit from March onward reaching a total deficit of ca. $880 millions. 

Three factors had contributed to this deficit:  

First, the decline in oil prices (as discussed above).  

Second, KRG non-compliance. Practically, KRG did not comply with the budgetary 

requirement for variety of known, but questionable, reasons. Consequently and 

as stated in Budget Law for 2017, there is a reciprocal non-compliance; a non-

compliance by one party leads to a non-compliance by the other. Hence, non-

delivery by KRG the 250kbd leads to non-payment, to KRG of its’ share in the 

budget, by the federal government. Moreover, KRG suspended the publications 

of official data regarding what it export of oil, total export revenues, actual 

export price etc.  

Third, oil export from NOC/Kirkuk, also due to KRG role, was seriously impacted 

negatively (as discussed under threshold 4 below). 

  

On the other hand, actually, the above overall deficit has been minimized by the 

impressive surplus generated in the south (as elaborated in threshold 3 below), that  

partially compensated the effects of KRG’ non-compliance, which our calculations 

estimated it at $2.110 billion during the first half of the year.  

  

2- The South plus Kirkuk threshold 2 (red column) delivered an overall surplus of 

$1.021billion, however, the surplus was on the continuous decline from $445 million 

in January down to $66 million in May before turning into deficit when it registered a 
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deficit of $280 million for June. As was the case for threshold 1; the decline was due 

to lower oil price effect and Kirkuk factor.  

3- South only threshold 3 (green column) has been in a surplus territory during the entire 

six months and delivering a total surplus of $3.04 billion. But again, the monthly 

surplus was due to declined oil price effects on one hand and monthly fluctuating 

pattern oil exports between 90.8 and 101.5 million barrels. Needless to say that oil 

exports decline from the south reflects OPEC accord effects.  

4- Kirkuk threshold 4 (orange column) has been the most underperforming with 

fluctuating monthly deficit leading to $2.04 billion of accumulated deficit for the first 

half of the year. In addition to the low oil price effects, KRG action had contributed to 

such poor export from NOC oilfields; during the six month period Kirkuk oil exports 

ranged between 680 thousand barrels (in June) and 1.5 million barrels (in March).  

5- Budget law considers oil export only though Iraq exports modest volumes of NGL. 

According to international sources, during the first four months of the year some 1.4 

million barrels of NGL were exported. It is worth noting that NGL production is not 

subject to OPEC cut, which provides an opportunity for Iraq to maximize NGL 

exports.  

Also during the same four months Iraq exported 313 thousand barrels of LPG; 6.729 

million barrels of fuel oil; 1.224 million barrel of naphtha and 89 thousand barrels of 

jet kerosene. Unfortunately, the Ministry of Oil provides no details on these exports or 

their export price or revenues.  

 

III-Final words on oil prices for the rest of the year  

As mentioned above Iraq oil export price has come closer to $42 a barrel benchmark, that was 

imposed by IMF for budget 2017, in June; with OPEC/NOPEC accord extended for nine 

months more and recent report that Russia opposes further cut, the overall budget deficit of 

$880 million (under threshold 1) in the first half of the year could deepen during the rest of 

the year proportional to oil price decline.  

In this respect it is important to highlight that there is much uncertainty and short-term 

volatility of international oil prices within the almost consensus on the prevailing sentiment of 

“lower for longer”. 

Goldman Sachs, on end June, lowered its three-month estimate for WTI prices from $55 per 

barrel to $47.50, citing higher production from Libya and Nigeria, as well as the ramp up in 

U.S. shale drilling.  

Danish investor Saxo Bank lowered its year-end forecast for Brent from $58 per barrel to $53 

per barrel.  

The U.S. Energy Information Administration said last month it expected Brent to average $53 

per barrel for 2017 and WTI to average $51 per barrel.  

Hedge fund, Astenbeck Capital Management LLC, writes on 5 July “The global crude market 

has “materially worsened" and prices may be stuck around $50/bbl or below”.  

Moreover and according to Bloomberg, OPEC’s production rose by 260kbd in June, 

compared to May, hitting the highest collective output so far in 2017. A recent report 

indicating Russia was said to oppose any proposal to deepen OPEC-led production cuts, had 

pushed the price further down. 



Against all above credible sources, the Iraqi Minister of Oil keeps saying oil price will 

increase; without specifying when and by how much!  

My calculations indicate that average Iraq oil export price during the first five months of the 

year has been 5 dollars lower than Brent price. 
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