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Eni strikes $875mn deals with ADNOC 
Italy’s Eni has signed concession agreement with Abu Dhabi National Oil Company (ADNOC) for 
stakes in two of the nation’s largest offshore producing concessions – for a total participation fee of 
around $87mn – which will last 40 years. 
 
The contracts will see Eni acquire a 5% stake in the Lower Zakum offshore field and a 10% stake in 
the oil, condensate and gas offshore fields of Umm Shaif and Nasr. Eni describes the agreements as a 
‘strategic move’ for the company, as it will gain access to a country with some of the largest 
hydrocarbon reserves in the world. 
 
The lower Zakum field is located approximately 65km off the coast of Abu Dhabi and has a target 
production of 450,000 b/d. The Umm Shaif and Nasr sites, situated around 135 km offshore, are 
expected to produce 460,000 b/d. 
 
Commenting on the new agreements, Tom Quinn, Senior Research Analyst at Middle East Upstream, 
Wood Mackenzie, said: ‘Eni is very strong in North Africa, but has traditionally been under – exposed 
to the Middle East when compared to its peers. The company has picked up exploration blocks in 
Oman and Lebanon, which, being frontier, are high risk but potentially high reward. To balance this, 
the ADNOC deal provides low – risk, long – term barrels, and lays the foundations for Eni’s Middle 
East portfolio.’ 
 
He added: ‘This is the first award by ADNOC to major and shows it is looking to find a balance in its 
strategic partners between companies from major buyers, such as Japan and India, and IOC’s with 
technology and project delivery expertise.’ 
 
In other developments, Eni has agreed to sell to UAE – owned Mubadala Petroleum a 10% stake in 
Egypt’s Shorouk concession – where the super – giant gas field Zohr is located – for $934mn. Eni 
currently holds a 60% stake in the Sharouk concession, through its subsidiary, IEOC. It partnered by 
Rosneft, with a 30% interest, and BP, with 10%. Zohr came onstream in December 2017 and 
currently produces 400mn cf/d of gas. Production is expected to plateau by 2019. 
 
Cost of oil supply set to increase 
Surging levels of tight oil production in the US over the last few years has sparked increasing cost – 
competitiveness between conventional pre – final investment decision (FID) projects – including 
deepwater projects – and Lower 48 shale plays, reveals a new report by consultancy Wood 
Mackenzie. 
 
Despite being hit particularly hard by the 2014 oil crash, conventional producers have made gains, 
with many pre – FID projects now competitive with Lower 48 breakevens, according to the analysis 
in the Global oil cost curves and pre – FID breakevens report. 
 
Harry Paton, Senior Analyst of Global Oil Supply at Wood Mackenzie says: ‘We have seen 
encouraging signs of improvement in conventional project breakevens. Costs have come down 
significantly since 2015. And the number of deepwater FIDs taken at the end of 2017 indicates a 
mood of quiet optimism in the upstream sector.’ 
 
Paton adds: ‘Some conventional projects already compete with US tight oil. World – class discoveries 
in Brazil and Guyana, for example, which have giant reserves and high – quality reservoirs, have 
project breakevens lower even than most tight – oil plays.’ 



 
This new cost – competitiveness has come at the expense of volumes. In 2014, Wood Mackenzie 
forecast that the new production supply mix would be split 50:50 between conventional projects 
and Lower US 48 tight oil. However, the US Lower 48 is currently more dominant, making up nearly 
70% of new volumes. 
 
Key drivers behind the ‘considerably’ lower than expected pre FID output of conventional include a 
number of projects being ‘uneconomic’, delayed or cancelled. 
 
This raises two key issues – the rising cost of supply and a potential supply gap, caused by both 
declining legacy field production and a projected growth in demand. Wood Mackenzie believes the 
cost of supply is set to increase as future production will be sustained by higher – cost, non – OPEC 
sources. The analysis suggests that low – cost OPEC capacity growth will not be able to meet the gap 
created by declines in higher – cost, non – OPEC volumes. This higher – cost production is set to 
increase from 1.7mn b/d in 2017 to 5.3mn b/d in 2017. By 2035, these volumes should reach 9.2mn 
b/d. 
 
Non – OPEC conventional onstream declines stabilised at around 5% in 20156. The analysis indicates 
that they will stay at this level through to 2020, before increasing to historic norms of 6%/y. 
Combine this with demand growth of around 8mn b/d and the resultant supply gap is around 23mn 
b/d in 2027. Key to filling this gap are volumes produced via US Lower 48 future drilling and pre – FID 
projects. 
 
Paton comment: ‘When you look at the numbers in terms to total production, our research suggests 
the US Lower 48 will be one of the most expensive sources of supply in 2027. The cost of tight oil will 
rise as higher – cost new drilling is required of offset declines as core, sweet – spot acreage in drilled 
out. This contrasts with conventional resources themes, which benefit from longer – life assets 
providing a relatively cheap, stable base of production.’ 
 
Algae biofuel project could generate 10,000 b/d by 2025 
ExxonMobil and Synthetic Genomics have entered a new phase in their bioalgae partnership 
programme that could lead to the technical ability to produce 10,000 b/d of algae biofuel by 2025. 
The two companies have been partners in researching and developing oil from algae to be used as a 
renewable, lower – emission alternative to traditional transportation fuels, since 2009. 
 
Included in the new phase of research is an outdoor field study that will grow naturally occurring 
algae in several contained ponds in California the purpose of the research is to help both companies 
better understand fundamental engineering parameters, including viscosity and flow, which cannot 
be engineered in a laboratory. 
 
The results of the work will also enable ExxonMobil and Synthetic Genomics to understand how to 
scale the technology for potential commercial deployment. However, additional work will be 
required to advance larger – scale production  
 
ExxonMobil’s target to produce 10,000 b/d of algae biofuel by 2025 is based on research conducted 
to date and emerging technical capability. Speaking of the development, Vijay Swarup, Vice 
President for Research and Development at ExxonMobil Research and Engineering Company, said: 
‘Our work with Synthetic Genomics on algae biofuels continues to be an important part of our 
broader research into lower – emission technologies to help reduce the risk of climate change.’ 
 



He added: ‘The new outdoor phase is a critical next step in determining a path toward large – scale, 
commercial production.’ 
 
Last year, ExxonMobil and Synthetic Genomics announced breakthrough research that resulted in a  
modified algae strain that more than doubled oil content without significantly inhibiting growth – a 
key challenge along the path to commercial scalability. 
 
Global demand for transport – related energy is projects to increase by about 25% through 2040, 
and accelerating the reduction in emissions from the transport sector will play a critical role in 
reducing global greenhouse gas emissions. 
 
ExxonMobil is also actively researching other emission – reducing technologies, including carbon 
capture and storage (CCS). In 2016, the company announced its partnership with Connecticut – 
based FuelCell Energy to advance the use of carbonate fuel cells to economically capture carbon 
emissions from power plants while generating hydrogen and additional electricity. 
 
In other news, ExxonMobil has outlined ‘ an aggressive growth strategy’ to more than double its 
earnings by 2025 to $35mn from last year’s adjusted profit of $15bn, with an oil price at around 
$65/b. The company expects growth from new and existing projects to increase production from 
4mn boe/d to around 5mn boe/d. Much of this rise is expected to come from production in the 
Permian Basin in Texas, a core producer of US Shale, where oil production will increase five – fold in 
the next seven years. 
 
At the company’s annual meeting of investment analysts at the New York Stock Exchange, in March, 
ExxonMObil’s Chairman and CEO, Darren W Woods, revealed: ‘Our plan takes full advantage of the 
company’s unique strengths and financial capabilities, using innovation, technology and integration 
to drive long – term shareholder value and industry – leading returns.’ 
 
This plan projects double – digit rates of return in all three segments of ExxonMobil’s business – 
upstream, downstream and chemical – which are all three world – class businesses, added Woods. 
 
Building southern pipeline links to the Caspian 
Germany’s federal Finance Ministry has said it will lend €1.2bn to a key Azeri company involved in 
developing Caspian Sea natural gas, exporting it via a burgeoning pipeline network to central and 
western Europe, writes Keith Nuthall. 
 
Azerbaijan’s Closed Joint Stock Company Southern Gas Corridor (SJCC), formed in 2014 by 
presidential decree, will borrow the funds to help develop the Shah Deniz offshore gas field in the 
Caspian. The money will also help it expand the South Caucasus Pipeline (to Turkey via Georgia), and 
build the Trans – Anatolian pipeline (TANAP – following the same route, but through Turkey to 
Europe) and the Trans – Adriatic Pipeline (TAP – from Greece through Albania to Italy. 
 
The announcement came as the Southern Gas Corridor Advisory Council had its fourth meeting the 
group was formed in 2015. This European Union (EU) – sponsored initiative is designed to stage 
discussion between all countries and companies involved in developing pipeline from the Caucasus 
to Europe. Ministers from Albania, Bosnia & Herzegovina, Bulgaria, Croatia, Georgia, Greece, Italy, 
Montenegro, Serbia and Turkey attended the meeting. 
 
Meanwhile, regional lenders continue to invest in developing southern corridor – related 
infrastructure. For example, the European Bank for Reconstruction & Development (EBRD) is lending 
€60mn to help build the BRUA gas pipeline between Romania, Bulgaria, Hungary and Austria. It will 



be linked to TAP and TANAP, central European gas hubs and future Black Sea offshore gas 
production sites. 
 
Global oil demand to surge in 2018 
According to the International Energy Agency’s (IEA) latest (March) Oil market report (OMR) world 
oil demand is expected to increase by 1.5mn b/d this year to 99.3mn b/d. Leading the charge are 
China and Africa, which both enjoyed strong starts this year, and together accounted for 50% of 
global demand growth in 2017. 
 
This growth comes despite oil consumption growth slowing down in China, due to new 
environmental policies designed to curb air pollution. Meanwhile, strong early data indicates an 
increase of 240,000 b/d in OECD growth in 2018. However, the switch to natural gas in Pakistan and 
Iraq’s power sectors has led to a downward revision of 150,000 b/d to non – OECD demand. 
 
Strong growth in the US is expected to bolster this year’s non – OPEC expansion to 1.8mn b/d, 
compared to 760,000 b/d last year, and is expected to surge by 1.78mn b/d this year. 
 
OPEC crude oil production dropped in February to 32.1mn b/d, but was up by 0.7mn b/d on 2017, 
led by losses in Venezuela and the United Arab Emirates. The call for OPEC crude oil will rise steadily 
to 32.6mn b/d in 2h2018-480,000 b/d higher than current output. 
 
Although OECD commercial stocks rose in January for the first time in seven months, to reach 
2.871mn barrels, the 18mn barrel increase was only half the usual level. Meanwhile, Cushing crude 
stocks reach their lowest level in 15 years. 
 
The report also highlights that global crude oil prices fell in the first half of February 2018, before 
stabilising later in the month. 
 
The ICE Brent futures curves remains in Backwardation, however, spreads are narrowing, with Brent 
prices averaging closer to $67/b this year. 
 
Global refining throughput in 1Q2018 slowed from record levels in 4Q2017 by 0.9mn b/d. It is 
expected to flourish to a new record in 2Q2018 at 81.8mn b/d. 
 
Meanwhile, the IEA’s Oil 2018 report highlights that upstream investments have not rebounded 
from the historic two year decline seen in 2015-16, except in the US, which dominates the supply 
growth story. It also forecasts uncertainty over the longer – term prospects of the successful OPEC 
and non – OPEC market management policy. 
 
Oil demand growth is expected to increase in the next five years, thanks to a ‘solid outlook’ for the 
global economy. The International Monetary Fund predicts a 3.9% growth rate in the early part of 
the forecast period, with strong economies expected to use more oil. Demand is expected to grow at 
an average annual rate of 1.2mn b/d. 
 
The pace of growth will slow down to 1mn b/d by 2023, after expanding by 1.4mn b/d in 2018. There 
are signs of substitution of oil by other energy sources in various countries including China and India, 
which will contribute nearly 50% of global oil demand. 
 
In its five – year outlook, the report also highlights that petrochemicals will be a key driver of oil 
demand growth, particularly in China and the US. The Shale revolution in the US has opened up a 
major source of cheap domestic feedstock, with around 1.7mn b/d of global demand growth taken 



up by ethane and naptha. Global economic growth is enabling higher incomes in developing 
countries, which in turn is ‘sharply’ increasing demand for consumer goods and services. 
 
Investment in the upstream sector shows ‘only modest signs’ of recovery, according to the analysis, 
with recovery from the drop – off in investment by 25% in 2015 and 2016 ‘barely’ started. 
Investment ‘overwhelmingly focused’ on the US light tight oil (LTO) sector could result in upstream 
investment to avoid a significant squeezing of the global spare capacity cushion by 2023. 
 
Natural production declines in the upstream sector are slowing; however, more investment will be 
needed to replace 3mn b/d of supply lost from mature fields while also meeting robust demand 
growth. The analysis also highlights that in the last three years, oil production in China, Mexico and 
Venezuela fell by a combined 1.7mn b/d because of lower investment. With Venezuela’s oil 
production capacity expected to plunge by nearly 700,000 b/d by 2023, the growth of total OPEC 
production capacity will be only 750,000 b/d, assuming that shut – in production of around 700,000 
b/d will be re – started. 
 
The downstream sector is also expected to see major change during the 2017 – 2023 forecast 
periods, with excess global refining capacity expected to increase due to the slowdown in refined 
product demand growth. 
 
Overall, the oil market is likely to tighten by 2023, with increased risk of price volatility, states the 
IEA report. Record supply from non – OPEC countries will exceed demand growth, but by 2023 - if 
investment remains insufficient – the effective global spare capacity cushion will fall to only 2.2% 
 
Shell has opened a new hydrogen refuelling station at Shell Beaconsfield in Buckinghamshire. 
Supplied by ITM Power, it follows the launch of the first fully branded and public hydrogen refuelling 
site in the UK at Shell Cobham in February 2017. Located on the M40, it will be the first site in the UK 
to bring hydrogen under the same canopy as petrol and diesel, providing drivers with a range of fuel 
choices to co – exist with traditional transport fuels. The hydrogen is generated on – site using an 
electrolyser that requires only water and electricity to generate the hydrogen gas, eliminating fuel 
deliveries. 
 
LNG demand will reach 305mn t/y this year, up from 285mn t/y in 2017 – setting a new record in 
2018 on the back of 7.2% growth, according to Bloomberg New Energy Finance’s (BNEF) latest 
Global LNG outlook report. Although this represents a strong expansion, it will be down from the 
9.6% rate seen between 2016 and 2017. BNEF sees a slowing in the rate of LNG demand growth 
during 2019 – 2022, with demand stabilising in the 314 – 330 mn t/y range, before a new 
acceleration during the 2020s. From 2023, imports will rise at a compound annual growth rate of 5% 
till 2030. 
 
BP forecasts oil demand peak in late 2030s 
BP has forecast a peak in oil consumption for the first time in its annual long – term forecast, which 
this year goes out to 2040 and predicts that global oil demand will have flattened by the end of the 
2030s. 
 
This is one of the main highlights from the 2018 edition of the BP Energy Outlook, with a core theme 
of this year’s study being the speed of the energy transition underway and the intensifying 
competitive pressures within global energy markets. 
 
Presenting the study’s findings during IP Week 2018, Spencer Dale, BP Group Chief Economist, 
focused primarily on the Outlook’s ‘Evolving Transition’ (ET) scenario, which assumes that 



government policies, technologies and societal preferences evolve in a manner and speed similar to 
the recent past. 
 
Under the ET scenario, fast growth in developing economies drives up global energy demand to a 
third higher by 2040. The global energy mix is the most diverse the world has ever seen at this point, 
with oil, gas, coal and non – fossil fuels each contributing around a quarter of the world’s energy use. 
Renewable are by far the fastest – growing fuel source, increasing five – fold and providing around 
14% of primary energy by 2040. 
 
All the oil demand growth comes from emerging economies in the ET scenario, with the growth in 
supply driven by US tight oil in the early part of the timeframe, with OPEC taking over from the late 
2020s. 
 
The transport sector continues to dominate global oil demand, accounting for more than half of the 
overall growth. Most of the growth in energy demand from transport, which flattens off towards the 
end of the Outlook, comes from non – road (largely air, marine, and rail) and trucks. After 2030, the 
main source of growth in the demand for oil is from non – combusted uses, particularly as a 
feedstock for petrochemicals. 
 
Natural gas demand grows strongly over the period, supported by increasing levels of 
industrialisation and power demand in fast – growing emerging economies, continued coal – to – gas 
switching, and the increasing availability of low – cost supplies in North America and the Middle 
East. It overtakes coal as the second largest source of energy. 
 
Oil and gas together still account for over half of the world’s energy by 2040 in the ET scenario. 
Global coal consumption flatlines over the study period, with falls in China and the OECD offset by 
increasing demand in India and other emerging Asian economies. China remains the largest market 
for coal, accounting for 40% of global coal demand to 2040. 
 
Power accounts for nearly 70% of the increase in primary energy demand. The mix of fuels used in 
power generation is set to shift materially, with renewable energy gaining share more quickly than 
any energy source in history, increasing from 7% today to around a quarter by 2040. 
 
The transport sector continues to be dominated by oil (around 85% in 2040), despite increasing 
penetration of alternative fuels – particularly natural gas and electricity. BP sees the share of electric 
vehicles reaching around 15% by 2040 – more than 300mn cars in a global car parc of almost 2bn. 
However, the share of passenger car kilometres powered by electricity, a metric that also takes 
account of the intensity with which electric cars are used, is over 30%. 
 
The Outlook also considers a scenario in which there is a worldwide ban on the sales of cars with 
internal combustion engines from 2040. This scenario reduces liquid fuel demand by around 10mn 
barrels per day relative to the ET scenario but, even so, the level of oil demand in 2040 is higher than 
in 2016. 
 
‘The suggestion that rapid growth in electric cars will cause oil demand to collapse just isn’t 
supported by the basic numbers – even with really rapid growth,’ said Dale. 
 
Under the ET scenario, carbon emissions rise by 10% by 2040. While this is far slower than the rates 
seen in the past 25 years, it remains higher than the sharp decline necessary to achieve 
commitments under the Paris Agreements. An ‘Even Faster Transition’ scenario in the Outlook sees 
carbon emissions fall by almost 50% by 2040, due to rapid decarbonisation of the power sector. 



 
World’s first 12 MW wind turbine on the horizon 
GE Renewable Energy has announced its plan to develop the world’s largest and most powerful 
offshore wind turbine – the 12 MW Haliade – X. 
 
The 12 MW direct drive machine will, based on typical conditions, produce 45% more energy than 
any other offshore wind turbine, according to GE. The company has announced that it will invest 
over $400mn over the next three to five years to develop and deploy the machine, which it says has 
the potential to generate 67 GW a year and will have a capacity factor of 63% at full power 
operation. 
 
The turbine is currently being bid for projects in 2021, when GE estimates the first units will be 
shipped. At 260m tall the turbine will not be far off the height of the Eiffel Tower, and features a 220 
m rotor. It will utilise 107m long blades manufactured by LM Wind Power – the longest offshore 
blades to date. 
 
Using larger turbines means fewer are needed for a given size of wind farm, which results in fewer 
foundations, less capital expenditure across the plant and lower operation and maintenance costs. 
 
GE, whose largest current machine on the market ranks at 6MW, remained one of the world’s top 
four onshore wind turbine manufactures in 2017 – according to figures from Bloomberg New Energy 
Finance (BNEF). 
 
BNEF’s Global Wind Turbine Market Shares report for 2017 finds that 47GW of onshore wind 
turbines were commissioned globally in 2017, and that the top four manufacturers (in order) are 
Denmark’s Vestas. Spain’s Siemens Gamesa, China’s Glodwind and the US’ GE – which together 
accounted for 53% of turbines deployed. 
 
BNEF says that the commissioning of onshore wind turbines fell by 12% in 2017, due to lower activity 
in China, but predicts that installation rates will increase to reach 55 GW in 2018. 
 
‘In offshore wind, it was a very different story,’ said Tom Harries, Senior Wind Analyst at BNEF. 
‘Siemens Gamesa continued to be by far the biggest supplier globally with 2.7 GW commissioned, 
with other players such as Sewind of China, MHI Vestas and Senvion of Germany back at around half 
a gigawatt each.’ 
 
GE’s Haliade – X machine is planned to be built in France, a country in which offshore wind costs are 
continuing to fall. The latest French competitive offshore wind tender resulted in 22 projects, 
totalling 508 MW, receiving a weighted average price of €65 per MWh. This guaranteed revenue for 
20 years is lower than the €82 per MWh previously awarded from the French government under a 
feed – in tariff scheme. 
 
German cities have power to ban diesel cars to tackle pollution 
Germany’s highest administrative court in Leipzig has ruled in favour of upholding bans on diesel 
vehicles in Stuttgart and Dusseldorf, in a move that means cities across Germany have the right to 
ban diesel vehicles from their streets to address air pollution issues. 
 
The court ruled in favour of upholding the bans after appeals were lodged by the German states of 
Baden – Westphalia. The Judges in Leipzig said that German cities can implement bans on older 
vehicles if they are a last resort to cut pollutions, but also that some drives could get exemptions to 
avoid disproportionate effects. 



 
German carmakers’s shares feel when the decision was announced. Hamburg said after the decision 
that it would look to impose a ban on some of its most polluted streets within a number of weeks. 
 
The ruling, which has some ambiguity, was met with delight by clean air campaigners and 
environmental organisations but dismay by car manufacturers and some business groups. ‘Today’s 
ruling by the Federal Administrative Court in Leipzig, Germany is a broad reflection on past policies 
and decision – making, rather than any firm judgement against the future for new diesel 
technology,’ read a statement from the Diesel Technology Forum. 
 
University of East Anglia Sustainable Energy Business Professor Konstantinos Chalvatzis said: 
‘Immediate outright bans of all diesel vehicles from urban roads are unlikely. Cities will have to 
balance between their citizens who are diesel vehicles owners and those who are concerned about 
air pollution and world rather see diesel vehicles go. The new court ruling and subsequent bans will 
further damage desirability of diesel vehicles with prospective owners being rightly concerned about 
whether they will be able to use them when they need to and about their resale value.’ 
 
Germany is one of a number of European countries facing the threat of legal action from the 
European Commission on its air pollution levels. The world’s second biggest car manufacturer, 
Germany’s Volkswagen, Sparked the ‘dieselgate’ sandal in 2015 when it emerged that the company 
was gaming emissions tests. 
 


