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• Introduction to DME Oman

• Queries addressed by the DME

• Cementing DME Oman as the East of Suez benchmark 

Agenda



Historically, Western markets utilized futures benchmarks 
such as Brent and WTI, whereas Eastern markets primarily 
utilized Dubai crude assessments 
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• Whereas Western benchmarks are principally traded on regulated exchanges, East of Suez 
benchmarks historically traded in OTC markets, with pricing assessments reported by 
journalistic agencies. 

• The majority of AG producers have utilized assessments of Dubai and Oman into their Asian OSP 
formulas. However, partials market activity has typically been concentrated in Dubai. 
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To accurately represent fair value a crude marker should 
satisfy a comprehensive set of criteria 

1. Robust long-term production levels

2. Stable daily production levels

3. Quality indicative of other regional 
crudes

4. Freely-traded physical spot markets

5. Multiple equity producers 

Source: DME
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Compared to Dubai crude, Oman crude exhibits 
characteristics that make it a far more robust marker 

Robust production 
levels 

Criteria Dubai  crude  

Stable production 
levels 

Relevant crude 
quality

1

2

3

5
Source: DME

Oman crude  

Physical  spot 
markets 

Multiple equity 
producers 
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√

√

• Declines in Dubai production 
and persistent lack of liquidity 
in Platts window have 
weakened its viability as a 
marker

• Oman crude enjoys a robust 
production profile, an active 
physical spot market and a 
diversified equity producer 
base, cementing its credibility 
as a robust regional marker 

X
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Dubai’s adoption of DME Oman has further bolstered 
Oman’s credibility as a regional benchmark 

Source: DME

• In June 2009, DPA announced that it will 
explicitly adopt DME Oman as a 
benchmark for its OSP, starting September 
2009 loading:

Dubai OSPM = Oman OSPM + Dubai differentialM

• Monthly Dubai differential is announced 
three months prior to the loading month 
(M-3), allowing participants to effectively 
utilize DME Oman as a hedging tool. 

• DME Oman is the explicit and sole pricing 
benchmark for Oman and Dubai OSPs, the 
two historic markers in East of Suez.
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Agenda

• Introduction to DME Oman

• Queries addressed by the DME

• Cementing DME Oman as the most fair and transparent benchmark



A number of queries have been raised and addressed by the 
DME to underscore the viability of DME Oman as a benchmark

DME Oman 
Liquidity

Topic Questions

Distribution 
of Oman 
production

Grade 
substitution 
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Source: DME

• Does DME Oman have sufficient liquidity compared to other benchmarks?

• How will wider market adoption impact DME Oman’s liquidity?

• Questions regarding equity distribution/access to Oman crude?

• Is there potential for influence by one or more major players?

• Should DME introduce alternative crudes for delivery into the Oman 
contract (e.g., Upper Zakum)?
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1,274

2,156

3,190

2008 2009 Q1 2010

DME Oman ςAverage Daily Volume (ADV)
Lots

DME Oman liquidity has experienced robust growth 
since launch, with ADV exceeding 3,000 since the start of 
2010

Source: DME
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20

981

Platts Dubai DME Oman

Snapshot comparison of front month average daily volumes 
(January 2010),  
Thousand of barrels 

Front-month liquidity in DME Oman is significantly higher 
than Platts Dubai 

xx Liquidity multiple 

across benchmarks 

Source: Platts; DME
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AG crude exports to Asia split by pricing 
benchmark (estimates) 

DME Oman

Platts Dubai/Oman
0.9 mmbpd (6%)
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DME Oman is the benchmark for 6% of Eastern-bound 
AG crudes, providing room for significant growth

13.1 mmbpd
(94%)

• DME Oman is currently the sole 
and explicit pricing benchmark for 
Dubai and Oman crudes, the 
historic crude markers in the East 
of Suez

• Platts Dubai and Oman 
assessments  are still used in 
pricing formulas by the majority 
of producers, despite persistent 
low liquidity and frequent 
disconnection from underlying 
physical markets

Source: DME
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X 22

308,000

Established 
benchmark 
multiple*
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3,200 

900 

Daily barrels 
traded

Daily barrels 
priced on 

DME

X 3.5 X 3.5

Projected price exposure and trading volumes following 
regional adoption of DME Oman (thousands)

Wider adoption of DME Oman as a pricing benchmark will 
exponentially increase its liquidity 

1

Current price exposure and 
trading volumes (thousands)

14,000

49,000

* Established benchmark multiple (22x) based on average of historical multiples of Brent (14x) and WTI (30x)
Source: DME analysis 

x Trading multiple 

(ADV/Price exposure)

Baseline 
multiple

ESTIMATES 
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Oman, BFOE and ASCI have similar production distribution 
profiles, which are far more fragmented than Dubai

Typical distribution of primary 
lifters of BFOE

Typical distribution of primary 
lifters of Oman

Source: DME analysis; Argus
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Typical distribution of share of 
production flowing into ASCI streams 
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ESTIMATES 

Top 3 companies account for 47% 
of total production 

Top 3 companies account for 53% 
of total production 

Top 3 companies account for 60% 
of total production 

In contrast, Dubai production sold to 2-3 
primary lifters  per month 

Others
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DME Oman is sufficiently robust as a stand-alone 
benchmark, eliminating the need for substitutable grades

3

• Decline in Dubai production exposed OTC 
markets to squeezes due to unavailability 
of Dubai crude

• Oman, followed by Upper Zakum, were 
introduced as substitutable grades to 
provide a cap for Dubai

• Such a construct distorts price 
differentials across the three different 
grades

• Oman crude enjoys substantial production 
levels (est. 850 mmbpd) and availability of 
Oman crude in spot market

• DME is a highly-regulated market that 
provides a level-playing field to all 
participants

Substitutable grades were introduced in 
OTC markets to address decline in Dubai 
ǇǊƻŘǳŎǘƛƻƴ Χ  

Χ IƻǿŜǾŜǊΣ ǘƘŜ Ǌƻōǳǎǘ ŦǳƴŘŀƳŜƴǘŀƭ 
characteristics of DME Oman eliminate 
the need for grade substitution 

Source: DME
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• Introduction to DME Oman

• Industry queries addressed by the DME

• Cementing DME Oman as the most fair and transparent benchmark
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Long-term fundamental trends have established the East of Suez as 
a dominant supply/demand basin, reinforcing the need for a 
credible benchmark  

• The East of Suez has been 
established as the world’s 
largest crude 
supply/demand basin, 
reinforcing the need for a 
credible benchmark 

• The Dubai assessment 
mechanism is no longer 
viable, driven by decline 
in production and 
persistent lack of liquidity 
in the partials market

• Adoption of DME Oman 
does not require 
structural changes in 
existing OSP formulas

* Launch of new contracts subject to regulatory approval by DFSA and CFTC

Source: DME

• DME plans to launch 
Oman and Brent-Oman 
cleared swaps in Q2 
2010*, providing market 
participants with 
additional risk-
management tools 

• DME continues to engage 
with industry participants 
to address any 
outstanding questions 

• Adoption of DME Oman 
will ensure fair and 
transparent pricing to the 
benefit of producers and 
consumers alike



Disclaimer

• The information in this document is being communicated by the Dubai Mercantile Exchange Limited (DME), regulated by the 
Dubai Financial Services Authority (DFSA) and is directed at wholesale customers as defined by the DFSA. The financial 
products to which the document relates will only be made available to wholesale customers who the DME is satisfied meets 
the regulatory criteria to be a client of the DME

• This document has been prepared solely for information purposes and should not form the basis of, or be relied on in 
connection with, any investment decision or any contract or commitment whatsoever with respect to any proposed 
transaction or otherwise

• This document was prepared based solely on information obtained from public sources on or prior to the date hereof. The 
DME has assumed and relied upon, without independent verification, the accuracy and completeness of the information 
reviewed by us for the purposes of this presentation. No representation or warranty, express or implied, is or will be made to 
wholesale customers or its affiliates or to any of their respective officers, employees or agents in relation to the accuracy or
completeness of the information contained in this document, or any oral information provided in connection therewith and, 
without prejudice to any liability for fraudulent misrepresentation, no responsibility, obligation or liability (whether direct or 
indirect, in contract, tort or otherwise) is or will be accepted by any of them in relation to such information. DME and its 
respective officers, employees or agents expressly disclaim any and all liability which may be based on this document and any
errors therein or omissions there from. In particular, no representation or warranty, express or implied, is given as to the 
achievement or reasonableness of future projections, management targets, estimates, prospects or returns, if any

• Any views contained herein are based on financial, economic, market and other conditions prevailing as of the date of this 
presentation

• This document does not constitute and should not be considered as any form of financial opinion or recommendation on the 
part of DME or any of its subsidiaries or associated companies

• DME’s listing of any new contracts is subject to approval by DFSA and other relevant regulators as well as the fulfillment of the 
other requirements set out in the DME Rulebook. Furthermore, all clearing and settlement services to be provided by the 
New York Mercantile Exchange to DME for new contracts is subject to approval by the Commodity Futures Trading 
Commission


