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Latin America 

Petrobras has completed drilling wildcat well 1 – BRSA – 1205 – RNS (1 – RNS – 158), located 

in the deep waters of the Potiguar Basin offshore Brazil, confirming the discovery of 

intermediate oil (24º API). The well, informally referred to as ‘Pitu’, is located at a water depth 

of 1,731 metres. Petrobras is the operator of concession BM – POT – 17, with an 80% interest*, 

in partnership with Petrogal Brasil (20%). The companies hope to propose a discovery evaluation 

plan to Brazil’s National Petroleum, Natural Gas and Biofuels Agency (ANP) in due course. *As 

a result of an on – going farm – out process and after obtaining the necessary approval from 

Brazilian authorities, BP Energy do Brasil will join as a concessionaire, reducing Petrobras’ 

stake to 40%. 

 

Middle East 

Gazprom Neft recently completed testing on its second well at the Badra field located in eastern 

an average daily flow rate off 10,000 barrels of oil. The company now plans to begin commercial 

oil production at Badra over the next few months. Drilling work is continuing on a third well and 

drilling rigs are being mobilized to drill six additional wells as part of a contract signed in 2013 

with Chinese company ZPEC. Laying and testing of the oil pipeline system, was completed in 

February. Construction of the first phase of the central gathering station (CGS), with 60,000 b/y 

oil capacity, is almost completed. Works have also started on establishing a gas processing 

facility with a capacity of 1.5bn cm/y. According to preliminary estimates, Badra holds some 

3bn barrels of oil and is being developed via a consortium comprising Gazprom Neft (operator, 

30%), Kogas (22.5%), Petronas (15%) and TPAO (7.5%). The Iraqi government holds a 25% 

stake in the project, via the Iraqi Oil Exploration Company (OEC). Field production is expected 

to reach 170,000 b/d by 2017, and remain at that level for seven years. 

 

Russia & Central Asia  

CompactGTL has signed a memorandum of cooperation with the Kazakh authorities under 

which it plans to build what is claimed will be the world’s first commercially deployed small 

scale gas – to – liquids (GTL) plant. The proposed plant, due to be commissioned in 2017, is 

expected to bring with it significant future commercial and environmental benefits. Up to 

820,000cm of associated gas that might otherwise be wasted will be fed through the plant every 

day to produce approximately 3,000 b/d of synthetic diesel. In a year, the plant is expected to 

monetize over 300mn cm of gas. 

 

Asia – Pacific 

Vopak has acquired a 30% stake in an 890,000 cm petrochemical storage terminal at Haiteng, in 

Fujian Province, south – east China, which has long – term contracts to serve two petrochemical 

plants. Vopak acquired the stake in Zhangzhou Gulei Haiteng Jetty Investment Management 

Company from Xianglu Petrochemical for an undisclosed sum. 

 

South Korea is reportedly planning to offer tax incentives and ease regulations in order to 

encourage the development of an oil trading hub. According to Platts, oil traders doing business 

in South Korea will be exempt from corporate tax for five years and then benefit from a 50% 

reduction for a further five years. The government will also ease regulations for oil blending, 



storage facilities and shipping, and says it is planning to provide some 20mn barrels of storage 

capacity to the private sector, increasing the country’s total capacity for commercial storage to 

56.6bm barrels. 

 

Toyo Engineering is understood to have secured an engineering procurement and construction 

(EPC) contract from Petronet to expand the Dahej LNG receiving terminal in India. It is planned 

to increase capacity from 10mn t/y by early 2017. 

 

Chevron is reported to be evaluating a fourth production train at the Gorgon LNG project 

offshore Western Australia, which is now due onstream in mid – 2015 (later than the original 

start – up target this year). Gorgon currently comprises three 5.2mn t/y LNG production trains, 

which will start at six – month intervals after the first train is commissioned. 

 

Kogas has signed a deal to take 2.2mn tones of LNG from Woodside’s Pluto development over a 

three – year period, commencing April 2014. Woodside already has commitments from its 

foundation buyers for 3.25mn t/y out of a total planned capacity of 4.3mn t/y. 

 

Bangladesh’s new government has put the country’s first LNG import terminal on a fast – track 

development route, according to Hazardous Cargo Bulletin. Petrobangla is planning a 5mn t/y 

receiving terminal located on Moheshkhali Island. 

 

After accounting for more than one third of global LNG exports throughout the 1990s, 

Indonesia’s share of the global market is currently about 7% according to a recent brief from the 

US Energy Information Administration (EIA). This declining share is a result of both growing 

global LNG demand that is increasingly served by non – Indonesian supply and lower Indonesia 

supply and lower Indonesia exports. ‘While Indonesia’s LNG exports have fallen by 40% since 

1999 – driven by the country’s economic growth that has stimulated higher levels of domestic 

energy consumption, particularly of natural gas – global LNG demand has risen over 150% 

during the same period,’ states the EIA. 

 

World  

The global lubricants market if flat, up only 1% with an estimated 39.2mn tones in 2013 

compared to 38.8mn tones in 2012, according to the latest figures released by Kline & Company. 

In terms of lubricants volume consumed, the US continues to be the largest country market, 

although its total global volume has now dropped from 25% to below 22%. Interestingly, Russia 

has surpassed Japan and is now the fourth largest country market. Both North America and 

Western Europe continue to stagnate below pre – recession levels. Although Asia and other 

developing regions picked up in 2011, the market lost steam in 2012, most notably in China, 

down 1.1%. Looking ahead, Kline forecasts that global lubricants demand will grow at more 

than 2%/y to reach 42.1mn tones by 2017, with China the leading market by 2015/2016. In 

addition to volumetric growth, quality levels will also continue to improve, offering 

opportunities for all industry players. Another observation made by Kline is that the continuing 

global migration to lower visgrade PCMO (passenger car motor oil) will result in higher 

penetration of synthetics, semi – synthetics, higher revenues, and conversely longer ODIs oil (oil 

drain intervals) and lower PCMo demand. ‘The use of lower visgrade PCMO varies considerably 

by country, presenting trends, challenges, and opportunities for all industry players. The bottom 



line is that the demand for high performance lubricants is expected to grow even faster in the 

future, in both developed and developing countries,’ it notes. 

 

Global refinery crude throughputs are on track to expand by 1mn b/d in 1Q2014, to 76.6mn b/d, 

according to the International Energy Agency’s (IEA) March 2014 Oil Market Report (OMR). 

Contracting runs in Asia and Europe are partly offsetting robust growth in the US, the middle 

East and Russia. Seasonal maintenance is set to curb refinery activity to a low of 74.8mn b/d in 

April, taking global runs to 75.9mn b/d on average for the next quarter, a 1mn b/d year – on – 

year increase. 

 

North America 

Indian Oil Corporation is to take a 10% interest in the Pacific Northwest LNG project in British 

Columbia, Canada. It will take 1.2mn t/y of the planned 12mn t/y output for a minimum of 20 

years. Following deal completion, Petronas will retain a 77% interest in the project. A final 

investment decision is expected by the end of the year, with initial exports targeted for late 2018. 

 

The US is reportedly planning to sell 5mn barrels of sour crude from its Strategic Petroleum 

Reserve (SPC) as part of a test sale to assess its ability to distribute oil in the event of an 

emergency. The crude will be for deliveries during April. The US Department of Energy (DoE) 

is understood to have said it will not sell the oil for less than 95% of market prices for 

comparable crude being sold in the same area, and that is expects the sale to have ‘minimal 

market impact’. 

 

Surge in Iraqi oil exports drives up OPEC production 

Crude oil production from OPEC climbed by 240,000 b/d to reach 30.11mn b/d in February 

2014, up from 29.87mn b/d in January, following a surge in Iraqi exports and despite new 

setbacks in Libya, according to the latest (7 March) Platts survey of OPEC and oil industry 

officials and analysts. 

 

‘These are the sorts of output numbers that not long ago, when combined with the rising 

production from North America, looked like they might weigh on the market and cause a fall in 

prices,’ said John Kingston, Platts Global Director of News. 

 

‘In particular, the Iraq numbers are surprising, given the output there has been troubled in recent 

months. And yet West Texas Intermediate crude is solidly above $100, Brent prices are up near 

$110, and world inventories have been drawing sharply. With all of this supply at the ready and 

prices greater than $100/b, it might be time to review some of that conventional wisdom.’ 

 

The February total is the highest since August 2013, when output was estimated at 30.28mn b/d. 

 

With the Basrah terminal in full operation and weather conditions good throughout the month, 

Iraq’s southern export average of 2.5mn b/d was the highest rate since 1979. The 390,000 b/d 

increment from Iraq was boosted by smaller increases from Angola, Iran and Nigeria. However, 

Libyan output declined as fluctuating levels of unrest forced the key Sharara field to close again, 

with total output falling form 600,000 b/d early in February to just 230,000 b/d later in the 

month. Having climbed to an average 530,000 b/d in January 2014, up from 250,000 b/d in 



December 2013, Libyan output fell back in February to average 360,000b/d. Libya’s oil sector 

has been disrupted intermittently by strikes and protests since late May 2013. Earlier last year 

output had recovered to around 1.4mn b/d, from virtually zero in 2011 during the uprising 

against Moammar Qadhafi. 

 

Smaller output dips came from Saudi Arabia, the United Arab Emirates and Venezuela. 

 

OPEC’s February total leaves it over – producing its 30mn b/d crude output ceiling, which has 

been in place since January 2012. The February total is also 500,000 b/d greater than OPEC’s 

own 29.6mn b/d expectation of demand for its crude this year and more than 900,000 b/d higher 

than the oil producer group’s estimate of the call on its crude in the first half of 2014, notes 

Platts. 

 

Shell sells down under downstream assets to Vitol 

Shell is to sell its Australia downstream businesses (excluding Aviation) to Vitol for some 

A$2.9bn ($2.6bn). The sale covers Shell’s Geelong refinery and 870 site retail business, along 

with its bulk fuels, bitumen, chemicals and part of its lubricants businesses in Australia. It also 

includes a brand licence arrangement and an exclusive distributor arrangement in Australia for 

Shell Lubricants. It does not include the Aviation business, which will remain with Shell Group, 

or the lube oil blending and grease plants in Brisbane, which will be converted to bulk storage 

and distribution facilities. 

 

IEA increase oil demand outlook 

Global supplies rose by 600,000 b/d in February to 92.81mn b/d, led by a 500,000 b/d jump in 

OPEC crude output, according to the IEA March 2014 Oil Market Report (OMR). Total non – 

OPEC supplies grew by 1.3mn b/d in 2013 and are expected to increase by a further 1.7mn b/d 

this year, the highest rate of growth since at least the early 1990s, driven primarily by the US and 

Canada. Russia, China and Brazil will contribute as well. OPEC crude supplies in February 

breached the 30mn b/d mark for the first time in five months, led by a surge in Iraqi output to 35 

year highs. OPEC supply rose by 500,000 b/d to 30.49mn b/d. 

 

Global oil demand growth of around 1.4mn b/d is forecast for 2014, to 92.7mn b/d, as the 

macroeconomic backdrop improves. Emerging markets despite their recent volatility, are 

forecast to provide the majority of this growth, with non – OECP Asia accounting for roughly 

half of the gain. 


