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Energy Flash 

Libya and Iraq: Trouble on two fronts 
• Two of the most volatile oil producers, Libya and Iraq, experienced serious unrest 

over the weekend, and we think there is a high risk that the security problems 
could grow more acute and affect output in both countries.  

• The fluctuations in Libya’s oil output are affecting refiner purchasing decisions, 
as the 300 kb/d el-Sharara field went offline due to protests, and Berber activists 
occupied the Mellitah terminal. Libya’s oil minister suggested that the 
government may use force to retake the facilities, which may be difficult. Libya’s 
continuing crisis highlights the dangers posed by a weak state and the lack of a 
national political consensus in the post-Gaddafi era; the potential for a near-term 
resolution that would allow the bulk of Libya’s oil to return to the market on a 
sustainable basis is remote, in our view. 

• Dozens were killed in Iraq this weekend in a series of bombings and shootings as 
the country veers ever closer to the precipice of serious sectarian bloodletting 
and widespread civil unrest. 

• While the violence has not disrupted any southern exports, there have been a 
number of bombings in Basra, the capital of the southern oil region. In addition, 
senior officials from international oil companies operating in southern Iraq 
concede that the deteriorating security situation is negatively affecting their 
operations and future investment decision making. 

• This new wave of unrest raises unplanned outages to more than 3 million b/d, a 
level not seen since August, amid news reports that Saudi Arabian oil production 
has risen to historic highs, above 10 mb/d and further eating into spare capacity. 

FIGURE 1 
October production outages 

 

  
Source: EIA, Bloomberg, Reuters, Iraq Oil Report, Barclays Research 
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Trouble on two fronts 
Two of the most volatile oil producers, Libya and Iraq, experienced serious unrest over the 
weekend, and we think there is a high risk that the security problems could grow more 
acute and effect output in both countries.  

Libya: West side story 
On Saturday, armed Berber activists occupied the Mellitah terminal in western Libya and 
threatened to halt all exports from the facility unless their demands for greater 
constitutional and voting rights are granted. Berbers represent around 10 percent of the 
Libyan population and, because of their marginalization during the Gaddafi era, played a key 
role in the 2011 uprising. Berber leaders have accused Libya’s newly elected leaders of 
failing to address the grievances of minority communities and withdrew their delegation 
from the General National Congress in July. If the Mellitah terminal were to shut down 
completely, Libya’s export capacity would fall to 500 kb/d (35% of capacity, Figure 2). 
Compounding the production problems in the west, the El-Sharara field (capacity of 330 
thousand b/d) was shut down by a different set of local demonstrators on Saturday. This is 
the biggest oil field in the western part of Libya, and a prolonged shutdown could bring 
output Libya’s total output to 250 thousand b/d, in our view (Figure 4). 

Libya’s oil minister suggested on Sunday that the government may use force to retake the 
facilities. However, because of the absence of strong security sector institutions in the 
country and the proliferation of weapons, it may be difficult for the government to dislodge 
the demonstrators. In fact, the use of force by the government could trigger more retaliatory 
violence and cause the protests to spread to other fields. The weakness of Libya’s security 
forces was laid bare earlier this month when the prime minister was abducted from his 
hotel in Tripoli by a militia group that is on the government payroll and the head of the 
military police was assassinated in Benghazi (Libya: Oil and anarchy, 10 October 2013). As 
Libya’s continuing crisis highlights the dangers posed by a weak state and by the lack of a 
national political consensus in the post-Gaddafi era, the potential for a near-term resolution 
that would allow the bulk of Libya’s oil to return to the market on a sustainable basis looks 
remote, in our view.  

Libya’s oil output is displaying a degree of variability like Nigeria’s, albeit on a larger scale. 
The effect on Mediterranean refineries is most pronounced, given that they are already 
facing poor margins and weak regional demand prospects. One of the immediate near-term 

Unrest continues to affect oil in 
Libya… 
 

…and a near-term resolution 
to bring the bulk of the oil back 
to the market looks unlikely 

FIGURE 2 
Libyan export capacity 

 
FIGURE 3 
Map of Libya’s oil infrastructure 

 

 

 
Source: Barclays Research   Source: EIA, Bloomberg, Barclays Research 
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implications of this variability in exports has been an increasingly tentative stance from 
refineries in the region toward buying prompt cargoes. Refineries are in a tentative state in 
sourcing alternate sources, as they are unsure whether they will have commitments from 
their contractual obligations with Libya if volumes return. In the long term, the implications 
suggest a switch to alternate supply sources, but this near-term tentativeness could create 
periods of staggered orders at the prompt and volatility for local physical crude differentials, 
in our view. 

Between ‘Iraq’ and a hard place 
Dozens were killed in Iraq this weekend in a series of bombings and shootings as the 
country veers ever closer to the precipice of serious sectarian bloodletting and widespread 
civil unrest. At least forty people were killed in attacks in Shiite neighborhoods in Baghdad, 
while a suicide bombing left 14 dead in the northern city of Mosul. Iraq is currently 
experiencing its worst wave of violence since the 2006-07 civil war, with more than 6,000 
people killed this year. Iraq’s Al Qaeda affiliate, the Islamic State of Iraq and the Levant, has 
claimed responsibility for the lion’s share of the attacks this year, and the majority of victims 
have been Shiite civilians, with places of worship and shopping areas frequently targeted. 
Leading Iraq experts contend that the goal of Al Qaeda and other Sunni insurgent groups is 
to draw Shiite militia groups from the sidelines and spark a destabilizing cycle of retaliatory 
sectarian killings, similar to the events that occurred following the bombing of the Samarra 
Shrine in 2006. As we have mentioned before (Iraq: Under siege, under the radar, 11 
October 2013), the war in neighboring Syria is negatively affecting the security situation in 
Iraq. Syria has deepened Iraq’s sectarian fault lines, with Prime Minister Maliki’s mainly 
Shiite government widely seen as siding with the Assad regime and Iraq’s Sunni opposition 
leaders with the Syrian rebels. Syria has also emerged as a key base for Al Qaeda extremists 
to launch attacks in Iraq. Hence, we do not believe that Iraq’s security situation will improve 
materially as long as the Syrian conflict rages on. Next year’s parliamentary polls, tentatively  

FIGURE 4 
Libyan output by field (kb/d) 

  
Source: MEES, Barclays Research 
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FIGURE 5 
There has been a large uptick in violence this year 

 
FIGURE 6 
Kirkuk-Ceyhan Pipeline 

 

 

 Source: UNAMI, Iraq Body Count Project, Barclays Research  Source: Barclays Research 

scheduled for April, could further inflame sectarian tensions. Prime Minister Maliki has been 
criticized for waging a political witch hunt against rival Sunni politicians in the run-up and 
aftermath of the controversial 2010 polls. He has also been accused by his opponents of 
failing to honor the terms of the power sharing agreement that allowed him to secure a 
second term in office even though his coalition did not win the most seats in parliament. 
Maliki is widely expected to seek a third term following the August ruling by the Iraqi 
Supreme Court abolishing term limits. 

While civilians have been the primary target of the insurgent violence, Iraq’s energy 
infrastructure has not been spared entirely. According to the media sources, an attack on 
the Bai Hassan oilfield caused some minor damage to flowlines from several wells. The 
severity of the damage remains unclear, but this is the fourth time that the field has been 
targeted since June 2012. It was producing about 120 kb/d before the attack, but its 
capacity is slightly higher.  

Iraqi exports fell by 500 kb/d, from 2.6 mb/d in August to 2.1 mb/d in September, and 
preliminary loading schedules indicate a return to around 2.7 mb/d, although this depends 
on consistent Kirkuk flows of 330 kb/d in November, a highly unlikely prospect, in our view 
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FIGURE 7 
Iraqi exports rebound? 

 

 
Source: Iraq Oil Ministry, Bloomberg, Barclays Research 

2.4 
2.5 

2.4 

2.6 
2.5 

2.3 2.3 

2.6 

2.1 2.0 

2.7 

1.0

1.2

1.4

1.6

1.8

2.0

2.2

2.4

2.6

2.8

Jan-13 Mar-13 May-13 Jul-13 Sep-13 Nov-13

mb/d
Basra Kirkuk*

*not including 5-15 kb/d of trucked volumes to Jordan

Preliminary



Barclays | Energy Flash 
 

28 October 2013 5 

given average exports of closer to 200 kb/d in the second half of 2013. The Kirkuk-Ceyhan 
pipeline has been repeatedly bombed, and senior Iraqi officials acknowledge that attacks 
will likely continue because the pipeline runs through insurgent strongholds. 

While the violence has not disrupted any southern exports, there have been a number of 
bombings in Basra, the capital of the southern oil region. In addition, senior officials from 
international oil companies that operate in southern Iraq concede that the deteriorating 
security situation is negatively affecting their operations and future investment decision 
making.  

Basra exports, based on loading schedules, are expected to rise by 30% from October levels, 
to around 2.4 mb/d in November. Deputy Prime Minister al-Shahristani said that 
construction had been completed in mid-October. However, the IEA indicated in its most 
recent monthly report that contractors at the field expect continued curtailments in the 
weeks and months ahead. Terminal maintenance had been under way since the summer, 
and the SPMs have been operating at only about half of their design capacity due to 
pressure problems from delayed installation of turbine pumps. 

 

While southern exports have 
not been disrupted, there have 
been bombings in Basra 
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