
 Rise and Fall of Oil Prices Result in a Mixed Forecast

By JAD MOUAWAD
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fter rising continuously over the summer and hitting a crest in late October, oil prices have fallen recently, leaving traders and analysts wondering if the downward trend is a turning point or merely a lull before demand picks up in the winter months.

Prices rose 3.2 percent yesterday on the New York Mercantile Exchange, but they are still down 12 percent from their high of $55.67 a barrel on Oct. 25. 
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The International Energy Agency, an advisory body to oil-consuming nations, indicated yesterday that crude oil prices might have peaked. Still, the agency said in its monthly oil report, "it is too early to tell whether these trends will continue."

"Moreover, weather, unscheduled maintenance and logistical snags can still cause bumps in the road. But barring any major unforeseen developments, oil markets should continue to ease heading into and out of the winter," the agency said.

Yesterday, crude oil for December delivery rebounded from a seven-week low, rising to $48.86 a barrel. The increase came after government figures showed that heating-oil stocks in the United States had dropped for a sixth week.

Not everyone believes that prices have peaked. Thomas Bentz, a senior energy analyst with BNP Paribas in New York, said the increase could even signal a new bottoming of the market. "I'm not convinced that the rally is in," Mr. Bentz said. 

Prices have risen 50 percent this year, spurred by strong demand, tight production and geopolitical uncertainty in many oil-producing regions. The increase in energy costs, which also includes natural gas, gasoline and heating oil prices, could slow economic growth around the world next year.

The agency's report underscored that point, saying that high energy prices are having an effect on oil demand as well as on economic growth. 

"Many countries have begun to feel the economic impact of high energy and commodity prices on their economies" and are revising gross domestic product estimates downward, the report said. "Consequently, we may be witnessing early signs of lagged price effects on global economic growth."

Demand remains robust, however, especially this year. The world is expected to consume 82.4 million barrels of crude oil a day in 2004, an increase of 2.6 million barrels from the previous year, according to the agency's latest estimates. 

In absolute terms, the increase is equivalent to the daily production of a country like the United Arab Emirates. 

This year's demand growth of 3.3 percent is also the biggest jump in a generation and can be attributed largely to growth in domestic consumption in the United States and in China. Next year, the agency is forecasting that global demand will grow 1.4 million barrels a day, to 83.8 million barrels.

The recent decline in crude prices was precipitated by hedge funds, which some blame for accelerating the price spike and which have now reduced their long positions on oil futures to just 5,236 contracts, their lowest in a year, according to the agency.

Oil prices began to rise in December 2002, when Venezuelan oil workers went on strike, shutting down the country's exports for weeks. Then disruptions in supplies occurred in Nigeria, and finally, Iraqi exports were interrupted after the March 2003 invasion.

"This thing goes back so far ago, I still don't know that we're done," said Mr. Bentz, the analyst. "Cold winter is approaching and we haven't had time to build up inventories."
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