
March Economic Outlook 

Summary 

 The economy should continue to grow at a moderate pace thanks to strong employment 

growth, low inflation, low oil prices, higher consumer confidence. 

 The strengthening dollar is a concern for some economists and analysts 

 Geopolitical risks are a concern for the U.S. economy and markets 

 This month I focus on the 2015 global outlook for oil. Many oil experts see oil 

supply/demand equilibrium by the end of the year. 

GDP 

Below is the trend for the U.S. economy: 

 

Last year in the first quarter the economy contracted because of the polar vortex. The economy 

recovered after the severe winter weather.  

The economy is now growing about the same rate as the average for this economic cycle. 



The current WSJ GDP consensus forecast for 2015 is about 2.82, according to the consensus of 

about 60 economists. 

Employment 

February jobs increased 295,000, beating expectations of 230,000. Job increases were also strong 

in December and January. 

The unemployment rate also improved dropping down to 5.5%. 

Below is the trend form employment: 

 
 
Employment growth has been strong, but job creation is at the lower end of wages. 

 

Many economists point out that for the economy to do better, we need to see higher wage 

growth. Below is the trend for wage growth. 

 
 
Earnings growth has been anemic. 

 



We are starting to see wage increases, especially at the low end of the pay scale. Many states 

voted to increase the minimum wage for workers. Wal-Mart, the largest private employer in the 

U.S., recently announced that they would increase the minimum wage for its workers. 

 

If this trend continues it could help the economy, but put pressure on inflation and the Fed to 

raise rates. 

Global Risks 

Below is a pie chart that shows where 60 economists from a WSJ survey see risks the U.S. 

economy faces. 

 

 
The consensus view of these economist is that the biggest risks to the U.S. economy come from 

outside the U.S. This does not include the dollar. Below are some of the global risks the U.S. and 

global economies face. 

 

 China has many challenges as it emerges as an economic power: pollution, corruption, 

too much debt, a slowing economy, tensions with its neighbors, how to meet the needs of 

its population of about 1.3 billion citizens.  

 

China is in transition and is going through lots of changes to deal with its problems: anti-

corruption efforts, shifting from an export driven economy to consumption economy, 

trying to reign in debt that has fueled economic growth, a continued effort to privatize its 

state owned businesses. 

 

A positive for China is it has about $4 trillion in foreign exchange reserves, so it does 

have the capital to get it through tough times. 

 

 Russia’s revisionist plans has turned much of the world against it, and their economy and 

currency have tanked with economic growth expecting to contract at least 5% this year. 

Europe is the most at risk with Russia’s aggression, but they seem to be distracted with 

their own economic and social problems to deal with Russia effectively. 



 

Many of the problems the world faces today have their roots in 2011’s global turmoil: 

 

 The Eurozone crises and Greek solvency is still playing itself out. Questions about the 

survival of the euro remain. Anti-EU parties are growing and creating social problems in 

Europe. 

 

The economy is on better footing than 2011. The European banking system still has its problems 

with assets and reserves as proven by stress tests. 

 

The European Central Bank announced a $1 trillion quantitative easing program that should help 

the European economy. Rates are very low, and the euro is falling. Below I explain the 

advantages of a lower currency. 

 

Europe desperately needs labor, costs and regulatory reforms for its economy to do better longer 

term.  

 

 I was in business school when the Iranian Revolution occurred in the late 1970s, so I’ve 

been watching the Middle East and their oil industry since then. It gets worse and worse 

every year.  

 

The Arab Spring that essentially started in 2011 as citizens from Tunisia to Syria ousting the 

dictators that ruled their countries. The rebellion in Syria continues. There was hope that these 

Arab countries would see elections and democracy. At this point, a power vacuum has occurred, 

and when there is a power vacuum chaos occurs.   

 

The real power vacuum started when Mohammad died in the 600s, and the Sunni and Shiites 

have been fighting ever since to determine who will be the leader of the Islamic religion. Once 

these dictators were ousted, the more than one thousand year old fight against Sunnis and Shiites 

is in on and getting worse.  

 

The impact of the chaos in the Middle East and North Africa is the potential for oil disruptions, 

and the export of terrorism around the world. We are seeing more and more countries join in the 

conflicts.  

 

Strong Dollar 

Below is a chart showing the ascent of the dollar: 

 



 
The chart is of the dollar index, a basket of our major trading partners. 

 

We can see that prices have gone parabolic in March, a sign of speculation. 

 

According to the WSJ pie chart, the stronger dollar is small factor that could cause problems for 

GDP growth. Many U.S. international companies in their 4th quarter earnings season reported to 

investors that the strong dollar hurt their sales and profitability. We can expect more of this as 

the dollar gets stronger. 

 

Most global economies are export driven and are concerned about the slower global growth and 

the low inflation to deflation their economies are facing. These trends have global central 

bankers worried, so they are loosening their monetary policies, and this is leading to their 

currencies falling. 

 

Here are the potential positive implications that could happen when a country’s currency falls: 

 The potential for export growth. A country's exports can do more business as its goods 

and services get cheaper relative to goods and services priced in stronger currencies like 

the U.S. The resulting increases in business can boost economic growth and jobs. 

  

 Countries that have deflation could benefit from a lower currency. Deflation is a 

problem because and investors and consumers have an incentive to wait for prices to stop 

falling. Inflation can reverse the negative feedback loop of deflation. 

Inflation can increase when economies import goods and service from countries with 

stronger currencies, since it takes more of a weak currency to buy the same amount of 



goods and services priced in a stronger currency.  

 

 Relief for debtors. As explained above, a weak currency can increase inflation, and 

therefore incomes and tax receipts making it easier for local currency borrowers to pay 

down their loans.  

2015 Global Oil Supply & Demand Outlook 

Last month I analyzed the 2015 U.S. oil supply and demand picture. The U.S. needs to import 

about 10 mb/d (million barrels per day).  Because the U.S. needs to import oil, we also need to 

look at the global oil supply and demand outlook.  

 

The majority of the information in this Special Report is from the IEA. 

http://www.iea.org/ 

 

 

2015 Global Oil Demand 
 

Global oil demand for 2014 will probably be around 92.5 million barrels per day (mb/d). 

Demand is expected to increase to 93.4 mb/d for 2015, according to the IEA  

 

Here is the 2015 global demand forecast from the IEA (International Energy Agency): 
 

 
 

I circled the actual demand and percentage increase for 2013, 2014 and the estimated demand for  

2015.  

 

Bottom line, global oil demand is expected to increase about 1% to 93.4 mb/d. 

 

Below are the oil, liquid fuels demand forecasts for China: 
 

http://www.iea.org/


 
 

China’s demand is expected to increase about 2.5% to 10.648 mb/d. They are the second largest 

oil consumer in the world, a distant second to the U.S. 

 

Below is the December 2014 oil demand from OECD (Organization for Economic Co-operation 

and Development): 
 

 
 

U.S. is the largest consumer of oil, then China, third is Japan.  

 

Below is the oil demand data for non-OECD: 
 



  
 

Africa had the largest increase in demand during the last two quarters of the non-OECD. 
 
 
 
 
 
 
 
 

 

 

 

 

2015 Global Oil Supply 

 

Below is a table for OPEC oil production: 
 

 
 

Saudi Arabia is head and shoulders the largest oil producer in OPEC, currently about 9.59 mb/d. 

 



Iraq is a distant second largest OPEC oil producer with 3.46 mb/d. Iran and the UAE are 

essentially tied for the third largest OPEC oil producers. 

 

Venezuela has the largest proved oil reserves in the world, but they only produce about 2.4 mb/d.   

 

Libya had raised its production during 2014 to almost 1 mb/d, but notice how it has dropped 

from .69 in November to .34 in January 2015. Since Gadhafi’s death, Libya has been in a brutal 

civil war and Libya’s oil facilities are under constant attack. Libya has significant oil reserves.  

 

Natural gas liquids are becoming an important source of energy to meeting the needs of global 

oil demand. Supply has been running about 6.40 mb/d from OPEC. 

 

Below is the rest of the global oil production for 2013, 2014 and forecasts for 2015: 
 

 
 



The footnotes at the bottom of the table states that the production includes natural gas liquids and 

oil from non-conventional sources. For example, the table states that the U.S. produced about 

12.41 mb/d and that includes biofuels, natural gas liquids and oil from non-conventional sources. 

 

In 2014, total global oil supply was 93.28 mb/d, and global oil demand was 92.50 mb/d. This 

works out to a surplus of about .78 mb/d, hardly a glut. 

 

For 2015, global demand is expected to increase to about 93.4 mb/d. The IEA has a “Call on 

OPEC” for 2H15 of 30.2 mb/d, this means the rest of the global oil producers will supply about 

63.2 mb/d and OPEC will have to supply the rest.  

 

Below is the current U.S. Energy Information Administration supply and demand forecast: 

 

 
 

 
 

Global oil supplies are expected to continue to have surpluses for the first half of 2015 as 

producers don’t won’t to shut-off existing producing wells. Part of the reason for the continued 

production is that some of this production is hedged at above $90.  

 

According to the forecast, by the second half of 2015, supplies should start to fall, but also 

demand should also start to increase by summer.  

 

Equilibrium should happen by the end of the year, according to the EIA. 
 

How Much Oil Does the World Have and How Long Will It Last? 

 

Last year I asked the same questions in my 2014 Global Oil Outlook, and here is what I wrote: 

We have about 28 years of oil left if we use my adjusted numbers (1 trillion barrels 

divided by 36 billion barrels annual consumption) 

 



Bottom line: the world has between 41 to 28 years of oil left. I think it’s closer to 30 years. 

 

I did a search on the EIA website asking the same question, here is the IEA answer: 

 

According to the U.S. Energy Information Administration’s (EIA) International Energy Outlook 

2014, the global supply of crude oil, other liquid hydrocarbons, and biofuels is expected to be 

adequate to meet the world's demand for liquid fuels for at least the next 25 years. There is 

substantial uncertainty about the levels of future liquid fuels supply and demand. 

 

I was surprised to see how close my estimate was to the EIA. 

 

Below is a caveat from the IEA about their forecasts. A lot can and does go wrong, especially in 

regards to supply disruptions. Below are the many reasons why oil should have a risk premium 

and why forecast can and do change.  
 

 
I review the forecasts from the IEA and EIA at least once a quarter. When I see major changes, I 

will update our subscribers. 
 

 

 

 

 

http://www.eia.gov/forecasts/ieo/
http://www.eia.gov/forecasts/ieo/

