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Boosting US tight oil recovery rates 
Lower cost unconventional drilling and completion technologies could help boost tight oil recovery 
in the US 
 
A new study indicates there is significant upside potential for US oil and gas operators to apply lower 
– cost unconventional drilling and completion technologies to boost production from tight 
conventional reservoirs, according to analysis from IHS Markita.  
 
The study, Horizontal drilling in US tight conventional plays, is based on the assessment of nearly 
46,000 US horizontal wells completed between 2010 and 2015. It studies how unconventional 
drilling and completion technologies could be applied to the redevelopment of conventional wells in 
the top 39 established US tight conventional plays where the major shale plays are also being 
developed. 
 
The key plays indentified in the HIS Markit study that have potential to leverage the horizontal 
technologies include the Rocky Mountain region (Williston, Powder River and Denver basins), the 
Permian Basin and Eagle Ford play fairways in Texas, and the mid – continent region, including the 
Anadarko Basin. 
 
According to the market analyst, the average global recovery factor for a conventional oil reservoir 
34% with two – thirds of the oil still left behind in the ground. Many tight conventional oil reservoirs, 
however, demonstrate a recovery factor of only 15% or less, which is substantially lower than the 
average recovery factor for conventional reservoirs as those with permeability of 0.01 to 2.0 
millidarcies (md) range that have tended to be sub – commercial in the conventional domain in the 
past. 
 
‘Our research indicates that there are significant potential benefits of applying some of the same 
drilling and completion techniques that have been used so successfully in the US shale oil plays to 
increase recovery in these tight, US conventional plays,’ says Steve Trammel, Director o North 
America well and production  content at HIS Market energy. ‘We identified tight conventional plays 
that were tested with horizontal wells during the last five years, and in our study, which analysed 
nearly 46,000 US horizontal well completed between 2010 and 2015, average initial potential (IP) 
test rates for the leading tight conventional plays compare favourably with the IPs of established 
shale oil plays. However, of the horizontal wells we analysed, just 10% of the horizontal wells drilled 
were in tight US conventional plays, so there is considerable potential here for operators.’ 
 
Lower costs  
In addition, Trammel sys leveraging these technologies is attractive to operators because the overall 
break – even costs to develop these projects are much lower and delivery infrastructure is already in 
place. ‘These tight conventional resources are in reservoirs with older vertical wells that can be re – 
entered by horizontal drilling. The rock properties do not require the size and cost of a hydraulic 
frack job needed for an unconventional zone, and therefore these are much more economic for 
operators in the current low oil price environment,’ he notes. 
 
Additionally, Trammel says leveraging horizontal wells to further test tight conventional plays in 
these areas has led to the establishment of stacked plays with huge resource potential. ‘The plays in 
the Rocky Mountain region, in particular, have the majority of the highest – ranking tight 
conventional plays of those we studies in our HIS Market Energy report, but tight conventional plays 



in Texas, including the Permian Basin and Eagle Ford fairway, also fared well in terms of potential for 
redevelopment.’ 
 
The HIS Markit Energy report includes an unexpected bonus for operators, according to Trammel. 
‘Our analysis indentified 25 tight conventional “sleeper” plays that have been tested with only a few 
horizontal wells, but have average IP rates greater than 200 bow/d. in addition, shallow 
conventional plays may also offer opportunities for operators to leverage these unconventional 
technologies in the current oil price environment.’ 
 
Brexit implications for North Sea oil and gas 
The UK’s referendum vote to exit the European Union (EU) leaves huge uncertainty over the 
country’s economic outlook and its trade relations with its continental European neighbours. Here, 
analysts at S&P Global Platts, give their view on what the Brexit vote and its accompanying 
uncertainty mean for the North Sea and the Dated Brent benchmark. 
 
The Brent benchmark relies on all parts of the North Sea industry, from the oil field to the refinery, 
being able to interact freely. As a result, the UK and the EU have many reasons for finding a way to 
maintain the status quo around the North Sea. Europe’s reliance on oil produced in Norway and the 
UK means the EU has little reason to raise barriers against UK crude. The EU has shown flexibility in 
the past, when it suited it, waiving tariffs on jet fuel imports for example. Meanwhile, the UK oil 
industry has grown reliant on EU labour and to some extent EU fabrication yards to make up for a 
lack of domestic capacity. 
 
North Sea crude production outlook is unlikely to be materially affected by Brexit, and remains 
unchanged from S&P Global Platts’ December 2015 outlook. 
 
The UK oil gas industry is a large and mature business play, and as such, its development in the years 
ahead will be decided by oil price developments established by global market circumstances. With 
the pound at its lowest value to the dollar in decades, smaller UK – based production companies my 
face financing challenges, influencing output negatively. There is a ‘silver lining’ to the weaker pound 
in that ongoing operating costs largely will be in sterling, while oil revenues are in dollars, improving 
overall economics. 
 
Fears that Scotland could split from the UK and take with it the lion’s share of the UK’s North Sea 
industry may prove overdone, but a significant issue facing the UK is the prospect of a second 
independence vote in Scotland. According to various sources, almost all the oil fields and more than 
fall the gas production would fall on the Scottish side of any likely maritime boundary line. 
Uncertainty alone could lead to years of delay to new development projects, and put more weight 
behind any planned closures. 
 
Brent – related Brexit discussions will revolve around issues such as tariffs on refined products and 
the future of UK crude exports to South Korea, a trade that has been enabled by the EU’s 2011 free 
trade agreement with Seoul and has in turn spurred shipments to East Asia generally. A regular flow 
of Forties – often the lowest – valued grade of the four in the Dated Brent benchmark – to Asia has 
kept the grade’s value, and in turn, that of Dated Brent supported in times of low demand. Brexit 
could change all that. 
 
The UK’s 40 year dependence on the European single market would probably see it having to sign up 
to the European regulatory authority in order to get a foothold in trading with the EU. Many in the 
trading community feel that the status quo will likely remain regardless of a UK exit. 
 



UK based refineries, all of which are owned by companies based overseas, have voiced confidence 
that they can adapt to a UK outside the EU, following the dramatic referendum result. In terms of 
current product flows, the UK has long – established trading relationships with non – EU countries 
that would not be substantially affected by leaving the EU, but also trades with other EU countries. 
The main export of refined products from UK refineries is gasoline to the US and West Africa. 
 
The Brexit vote has already led to a S&P Global Ratings downgrade of the AAA ratings on the UK and 
the Bank of England by two notches to AA. The ratings agency believes the ‘leave’ result will weaken 
the predictability, stability, and effectiveness of policymaking in the UK. But for the companies rated 
by S&P Global Ratings, the downgrade of the sovereign rating and country risk assessment doesn’t 
have a direct impact. This is mostly because the ratings on the companies are lower than either AAA 
and AA and the government is not a material shareholder. It is considered that Brexit could have a 
bigger negative credit impact for the smaller UK oil and gas E&P companies and also the oilfield 
service companies focused on the North Sea. 
 
The market analysts at S&P Global Rating see oil traders as relatively unaffected by Brexit, unless 
caught out as a result of market volatility and basic risk mismatches or as result of counterparty risk. 
This largely reflects the view that large traders, whether at oil majors or independent house3s, need 
to have robust risk management and mitigation in place as an entry ticket. 
 
From a financial perspective, there are also some less obviously possible consequences for oil 
company ratings. As economic and fiscal realities and forecasts change as a result of Brexit, there is 
an impact on companies’ other obligations such as pensions. 
 
Oil firms warn of new emissions cost 
China is considering the introduction of much tougher limits on pollutants in transport fuels in its 
next batch of emission standards, reports Argus China Petroleum. But state – controlled oil firms are 
already objecting to key elements of the proposals. 
 
The Beijing city government has begun consultation on the Jing 6 local standard for gasoline and 
diesel that it aims to implement next year. A national standard would follow, probably in 2019. 
Neither fuel specification has been finalised, but there are already disagreements about the 
proposed content of olefins and aromatics in gasoline. The sulphur cap of 10 ppm for both fuels is 
unlikely to change from China 5 vehicle emissions standards. Previous attempts to impose tighter 
fuel specifications were opposed by oil giants PetroChina and Sinopec, which feared they might not 
recoup the cost of refinery upgrades.  
 
China 6 will probably stipulate a lower concentration of carcinogenic polycyclic aromatic 
hydrocarbons, such a benzo pyrene, and may limit olefins content in gasoline to 15%. Beijing’s 
municipal government wants stricter standards still. It blames vehicle emissions, particularly diesel, 
for over 30% of airborne pollutants and wants its Jing 6 specifications to be tougher than national 
standards. The Jing 6 standard may cap olefins content at 10%. 
 
The latter is a key sticking point. C4 and C5 based olefins have an octane number of around 100, and 
as high as 150, when blended. PetroChina and Sinopec say it is impossible to reduce gasoline’s 
olefins content to below 18% without severely restricting the octane content. Limits on the scale 
proposed would force them to make substantial investments in alternative octane – boosting units 
such as alkylation. Furthermore, refiners will struggle to reduce the amount of aromatics such as 
benzene, toluene and xylene from 35% to the 25% required, they say. 
 



Sinopec is producing gasoline compatible with the draft China 6 proposals at its 270,000 b/d Beijing 
Yanshan and 160,000 Shijiazhuang refineries, which supply the capital. The oil giant will be able to 
expand production only once it opens more alkylation and etherification units, which it plans to 
bring onstream in 2016 – 2019. PetroChina is also planning new alkylation units. Its is unable to 
produce China 6 specification gasoline yet, but is working to enable output from its 180,000 b/d 
Jinzhou refinery this year. Some so – called teakettle refiners have alkylation units, but others 
struggle to produce high – octane gasoline and have committed to investing in hydro raking and 
reforming capacity. 
 
The switch to China 6 fuels could trigger a spike in demand for imported blending components such 
as reformate and MTBE (methy tert – butyl ether). MTBE content in Chinese gasoline is typically 
below 10% because of its high cost, although the blend could be up to 14%, chemical engineers say. 
But the economics of MTBE blending are dependent on cheap imports and tax evasion has become a 
vital part of the gasoline blending business. The risks posed to fuel supply by a clampdown on tax 
evasion will force refiners to increase domestic blend stock supply. 
 
The slowdown in China’s economic growth in the past two years caught many off guard and was one 
of the main reasons, alongside new production streams in North America, for the Sudden fall in oil 
prices in late 2014. But despite that slowdown, China continues to import increasing volumes of oil. 
Imports in April 2016, for example, were 8.3% higher than in the same month a year earlier. While 
some of this was going into strategic reserves, the fact that domestic output is declining looks likely 
to continue to support higher levels of imports. 
 
However, China has a major problem – its shortage of deepwater ports. So, while there have been 
moves to build new storage terminals around the country’s coastline and on its major riverbanks, 
there is still a need for transhipment at some point in the supply chain. Terminal operators have also 
experienced problems since the massive chemical explosion in the port of Tianjin in August 2015. 
Although this was not at liquids terminals, authorities have held back from issuing operating licences 
for all new facilities handling hazardous products. 
 
One obvious solution to this, and one certainly favoured by traders, is the use of Singapore as an 
entrepot and trading station. The notion is sensible. Singapore has a long tradition of acting as a 
trading point and it also has its own refining and petrochemical activities, which are sufficiently large 
to provide a baseload of demand for crude oil and petrochemical feedstock imports. As a result, 
Singapore has over decades developed a position for trade in bulk liquids in the Asia – Pacific region. 
 
Now, though it appears that Singapore has been too successful for its own good. While land 
reclamation projects have enabled it to extend the footprint of its refining and petrochemical sector 
and the storage terminals that serve it, the potential for further expansion is now limited. As a 
result, terminal operators and their trader customers have looked a little further afield for land for 
new developments, creating what has become known as ‘Greater Singapore’. 
 
Indonesian option 
The latest outcome of this trend was the opening in June 2016 of the new Oiltanking Karimun 
terminal. The terminal, a joint venture between Oiltanking of Germany and the Gunvor Group, has 
an initial capacity of 730,000 cm and is located on the Indonesian island of Karimun, which is only 
37km south – west of Singapore. The island has long been a destination for traders and was 
purportedly considered by Stamford Raffles as an alternative before the settlement in Singapore was 
established. 
 



The Indonesian government established a free trade zone on Karimun Island in 2007, with the 
intention that it would offer a less congested alternative to Singapore for industrial development. 
This certainly appeared to Oiltanking which says of the choice of location: ‘With land scarcity in 
Singapore, Oiltanking selected the island of Karimun as the optimal location for its latest Greenfield 
terminal to serve regional trade. Karimun is ideally located along the Malacca Strait and is in close 
proximity to Asia’s main oil trading hub in Singapore.’ 
 
The new terminal is initially handling clean petroleum products and fuel oil, although there is land 
available for expansion and the potential to also handle chemicals, gases and, possibly, crude oil, 
depending on demand levels. 
 
Oiltanking already has a terminal on Jurong Island in Singapore, with a capacity of 1.27mn cm, as 
well as a bunkering terminal operated in a joint venture with Helios and a 377,000 cm chemical 
terminals owned jointly with Odfjell. In December 2015 it also signed an agreement with Jurong Port 
to develop, own and operate a new liquid bulk terminal on existing land at the port. Oiltanking will 
have a 40% interest in the facility, which is expected to have an initial capacity of 200,000 cm for 
clean products and chemicals, although Oiltanking says there is the potential to add a further 
230,000 cm. 
 
‘The new liquid bulk terminal will support the increasing demand of storage needs in Singapore with 
its integration to Jurong Island, Asia’s petrochemical industry hub. This facility is also well positioned 
for synergy building and maximisation of operational efficiencies through the establishment of 
physical connectivity via pipelines. Being connected to the petrochemical network on Jurong Island, 
this provides strategic benefits for prospective customers,’ Oiltanking said at the time of the 
announcement. 
 
This development seems to run counter to the argument that Singapore is somehow ‘full’, but it 
should be noted that the Jurong Port development will be integrated with local industry. This should 
not be taken to indicate that there is land available for facilities that will act as trading hubs and 
points where bulk shipments can be broken up for final delivery. 
 
Move to Malaysia 
Indonesia is not the only option, though. Several operators have gone in the opposite direction into 
Malaysia, again with the full support of government and local authorities. The latest development 
has been in Pengerang, at the southern end of the state of Johor and, again, very close to Singapore. 
 
Vopak has built a 1.3mn cm facility in a joint venture with the Dialog Group and the state of Johor, 
Pengerang Independent Terminal (PITSB), the third phase of which came onstream early in 2015. 
The terminal is designed as a hub for the trading of crude oil and refined products and can handle 
tankers up to VLCC (very large crude carrier) size. Indeed, while most VLCCs call at the terminal to 
offload crude oil from the Middle East, in October 2015 a VLCC arrived to pick up to cargo of clean 
products for delivery to China. 
 
Pengerang has also been chosen as the site of a state backed mega project, Pengerang Integrated 
Petroleum Complex (PIPC), which was announced in 2011. It is expected that, once complete, it will 
house oil refineries, crackers, petrochemical units and an LNG import and regasification plant. 
 
As part of the PIPC development, Malaysia’s state oil company Petronas is building the Refinery and 
Petrochemicals Integrated Development (RAPID) project. In December 2014 Vopak and Dialog signed 
an agreement with Petronas to build a 2.1mn cm terminal specifically to serve the project, with 
commissioning due in 2019. The terminal will handle crude, refined products, petrochemical 



products and LPG and will be equipped with 12 berths, including an LNG jetty for QMax – size 
vessels. 
 
Speaking at the time of the announcement, Eelco Hoekstra, Chairman of Vopak’s Executive Board, 
said: ‘Both the independent terminal that started operations last summer, and this new industrial 
terminal fit very well in our strategy. The location along one of the world’s busiest shipping lanes and 
its proximity to international trading hub Singapore makes this terminal very well positioned to 
service the South East Asia region.’ 
 
Also in southern Johor, terminal operator VTTI, a wholly owned subsidiary of Vitol, has set up a 
1.15mn cm hub terminal in the port of Tanjung Pelepas, on the other side of Singapore from 
Pengerang. The facility, ATB was built in two phases, with the second phase of 262,000 cm of fuel oil 
tankage opening in August 2015 along with a sixth berth. VTTI announced at the time that this new 
tankage had immediately been leased out on long – term contracts with Petronas and Koch supply & 
trading, indicating that there is plenty of demand for such facilities in the region. 
 
VTTI makes the point that, given the congestion in Singapore, deepwater terminals in Malaysia can 
offer shorter turnaround times for vessels. The same is true of Indonesia. Both ATB and the Vopak / 
Dialog terminal in Pengerang are also set up to allow for product blending. This means that they can 
accept vanilla fuels along with blendstocks for final preparation before delivery into local markets. 
 
Bulgaria and Greece strike gas interconnector agreement 
Gas network operators in Bulgaria and Greece have signed an interconnection agreement allowing 
gas – including LNG – to be transported between the two countries, starting 1 July 2016, writes Keith 
Nuthall. 
 
The deal was struck between the network operators for Bulgaria and Greece – Bulgartransgaz and 
DESFA. It will enable companies from both sides and other countries to make north – or southbound 
deliveries, boosting gas movements between Greece, Turkey, Macedonia and Ukraine.  
 
This liberalising agreement is expected to be followed by similar agreements between 
Bulgartransgaz and Romanian operator Trangaz: and between Transgaz and Ukraine’s transmission 
system Operator Ukrtransgaz, which last year (2015) signed a gas transport deal with Hungary’s 
FGSZ. 
 
These agreements have been promoted by a Central and South Eastern Europe Gas Connectivity 
(CESEC) initiative launched in 2015 by the European Union and its associated Energy Community 
Group. 
 
Saudi Aramco has agreed a deal with Saudi Basic Industries Corporation (SABIC) to set up joint oil – 
to – chemical project in the Red Sea city of Yanbu. The $30bn project will process petrochemicals 
directly from crude oil, instead of first refining the oil into products such as naphtha. 
 
EU and China sign cooperation deal 
A new Energy Roadmap details joint efforts to boost energy supply, energy infrastructure and 
market transparency 
 
The European Union (EU) and China have agreed to strengthen their cooperation on energy policy, 
signing and EU – China Energy Roadmap that details joint efforts to boost energy supply, energy 
infrastructure and market transparency, among other goals, writes Keith Nuthall. 
 



The deal includes a special section on fossil fuels, which commits both dies to work together on 
energy crisis prevention and management associated with oil, gas and solid fuels. Promises include 
the creation of a joint administrative and policy – making platform for managing potential energy 
supply disruptions, and the promotion of mutual understanding and strategy coordination on the 
topic. The EU and China have also agreed to exchange technologies that boost the flexibility of fossil 
fuel thermal power generation and combined – heat – and – power systems (CHP). In addition, they 
have agreed to undertake technical and policy cooperation promoting efficient electricity generation 
from gas and clean coal. 
 
The two signatories have also agreed to work together in reforming their energy supply price and 
subsidy systems. The agreement states that they will ‘share experiences on the reform the energy 
pricing and support policies, especially in terms of pricing policies of renewable energy, electricity 
market and natural gas markets.’  
 
Furthermore, the EU and China have committed themselves to expanding their biogas sectors 
through the exchange of ‘insights on biogas technologies, markets and policies’. They will work 
together to boost methane and biogas production, encouraging the uptake of new technologies and 
equipment in the sector. 
 
Finally, there was a promise for joint EU – China work on promoting transparent regulation of oil and 
gas pipeline infrastructure. 
 
The agreement was signed on 29 June 2016, alongside a G20 energy ministerial meeting in Beijing, 
by EU Climate Action and Energy Commissioner Miguel Arias Canete and Nur Bekri, the Director of 
the Chinese National Energy Administration. 
 
A European Commission note said the agreement was ‘a keystone in the overall strategic 
partnership between the EU and China as both transition to a low – carbon economy’. 
 
In terms of pan – energy sector commitment, there will by EU – China dialogues and policy 
discussions on energy regulations, market developments, trade, investment and global energy 
systems. An energy research platform for exchanging views on technical and technological 
development will also be created. The EU and China will also encourage the creation of energy 
sector business – to business forums. 
 
The European Commission and the Chinese energy administration will write a report in 2018 
assessing what tangible progress is being generated by the deal. 
 
The markets for bulk liquids storage terminal capacity around the globe are influenced by a range of 
factors. Local economic and industrial conditions are paramount for many, whether they rely on 
import or export trade, while terminal operators in hub ports around the world are more affected by 
the overall dynamics of the oil industry. 
 
In recent years there have been many changes to trade patterns for crude oil, refined products and 
petrochemicals. These have been prompted by the differential pace of economic growth in the 
mature and emerging markets; the sustained rise in oil prices from 2009 to late 2014, and the abrupt 
fall in prices since then; as well as increasing oil and gas production in North America; the opening of 
new refining capacity in the Middle East, south Asia and China; and variations in input costs for 
refineries and petrochemical production plants in various parts of the world. 
 



The outcome of all this has been an increase in overall demand for storage terminal services – 
nowhere more so than in northern Europe, where some operators have been reporting utilisation 
rates of 100% in recent months. Improved refining margins and a persistent contango in the 
products markets have filled up tanks for both crude oil and refined products. 
 
Replacing refineries  
But how long can this situation last? One of the main issues for Europe is its network of ageing and 
increasingly uncompetitive refineries. The major oil companies have largely chosen to retire old 
plant – with some exceptions, not least in Antwerp – and this trend is expected to continue. 
 
A report published in April 2016 by the Clingendael International Energy Programme (CIEP), the 
Dutch think – covering the refining picture in the Benelux countries, France, Germany and UK, 
predicts that 13 of the 34 refineries currently in operation will be closed by 2025. Those that remain 
open will be those that are either well integrated into the local market and distribution 
infrastructure or those that suffer from barriers to closure. 
 
Speaking at the annual meeting of the European Federation of Tank Storage Associations (EFTSA) in 
Antwerp in June 2016, Rob Luijendijk, Managing Director of consultancy Downstream BV, calculated 
that – bearing in mind likely developments in regional product demand – this could mean that the 
surviving distillation capacity will only meet about 63% of local consumption. In other words, there 
will be a need for additional storage capacity to handle rising imports. 
 
Indeed, Luijendijk came up with an estimate that some 75mn cm of new terminal capacity will be 
needed by 2025. That may sound a lot but he also made the point that a similar volume of new 
capacity has been added over the past 10 years. 
 
The main question is this: if all this new tankage is going to have to be built, where will it be sited? 
The main ports are already short of available land and there would inevitably be public opposition 
against the expansion of the industrial footprint. The obvious answer would be to convert closed 
refineries into storage terminals. However, this is not always straightforward, as exemplified by the 
delays experienced in the conversion of the old Coryton refinery in Essex, UK, into the Thames 
Oilport storage terminal. 
 
The problems experienced with the conversion work are likely to be mirrored in similar future 
projects. The majority owner, Greenergy, notes that there were unexpected difficulties in terms of 
the civil works, including the electricity supply, as well as need for asbestos removal and substantial 
improvements to the existing tankage, pipework and jetty infrastructure. All this has to be 
considered in the light of the EU’s Seveso III Directive, which has imposed new safety management 
and equipment requirements that world not have been considered in the original refinery 
construction. 
 
Strategic approach 
While the major oil companies have taken a strategic view of their operations in Europe and taken 
steps to reduce their exposure in the midstream sector, some of the larger storage terminal 
operators have also looked hard at their asset portfolios and begun to trim them to fit the new 
trading environment. 
 
Chief among these is royal Vopak, which in terms of the number and geographic spread of its 
terminals around the world its the largest of the independent operators. A strategic review 
undertaken in mid – 2014 set out a plan for investments – which have mainly been targeted at 
emerging markets, notably in Asia, and at large hub terminals – as well as divestments. 



These asset sales have largely focused on terminals serving domestic markets in Europe and North 
America and have, over the past 18 months, seen Vopak sell its terminals in Sweden (to Oiltanking 
Pipeline), Finland (to Oiltanking Sonmarin) and the UK (to Macquarie Capital and Greenergy). It has 
also shed three small terminals and a plot of land in the US, another piece of land in Turkey and its 
40% holding in Nippon Vopak in Japan, the latter to Australia – based investor Macquarie Asia 
Infrastructure Fund. 
 
At the time of the review, Vopak said it expected to divest 15 of its smaller sites, including its 
shareholding in the Thames Oilport project, which it also sold to Greenergy. Since late 2014 Vopak 
has also commissioned the 1.3mn cm Pengerang Independent Terminals facility in Malaysia and 
agreed to participate in a second, 2.1mn cm integrated terminal nearby. It has acquired a stake in a 
348,000 cm tank farm dedicated to the new Sadara petrochemical facility in Jubail, Saudi Arabia, and 
taken into operation the first phase of its strategic expansion programme in Durban. In addition the 
company has opened the new 1.35mn cm Hainan terminal in China and commissioned a new LPG 
facility at its existing terminal on Banyan Island, Singapore. 
 
There is more to come. Between now and the end of 2019 Vopak is scheduled to open further 
capacity at new sites in Malaysia, Saudi Arabia and Singapore, and has substantial capacity additions 
lined up for terminals in the United Arab Emirates, South Africa and Singapore. Its global tank 
capacity increased from 33.8mn cm a year later, and is currently expected to reach 37.8mn cm by 
the end of 2019. 
 
Growth and decline 
So, if Vopak appears to have given up on investing further in Europe, who will pick up the slack and 
put in all those tanks that the forecasts suggest, will be needed over the coming decade? During the 
FETSA meeting Luijendijk noted that there is currently plenty of action in what the termed the 
(Z)ARA(G) area – the well known Amsterdam – Rotterdam – Antwerp Zeeland Seaports (Vlissingen 
and Terneuzen) and Ghent. There are developments underway at the Botlek Tank Terminal, LBC and 
Rubis sites in Roterdam, at Stolhaven Moerdijk and at ITC Rubis in Antwerp. 
 
Other players may be taking a more cautious approach. At the same FETSA meeting Tudor 
Constantinescu, Principal Adviser at the European Commission’s Directorate – General of Energy, 
gave delegates an idea of the Commission’s current thinking on energy policy, which includes a 
forecast that the use of liquid hydrocarbons will decline steadily in the post – 2030 period as new – 
generation renewable fuels being to make greater headway in the market. The question then is: 
which terminal operators will be brave enough to make the necessary investment to fill the capacity 
gap identified by Luijendijk if that new capacity will no longer be needed within 15 or 20 years? 
 
Indeed, Constantinescu said that the new ‘Energy Union’ plan sees energy security as being 
inseparable from Europe’s policy framework on climate change and energy use. This should point to 
continued improvements in energy efficiency as well as better use of locally available resources – 
which could include shale oil and gas reserves. At the same time, Europe is struggling with an ageing 
energy supply infrastructure that needs serious levels of investment. All this indicates a need for 
greater flexibility in the system – which is something that storage terminals are good at delivering.  
 
Constantinescu had some advice for terminal operators as Europe transitions to a decarbonised 
energy economy. They need to link to other energy networks, not just to the oil and chemical 
distribution sector; they should be ready to handle a different mix of fuels; they need to be aware of 
the use of electricity and gas as transport fuels; and they will have to play a role in ensuring security 
of supply for Europe. 
 



Shale to Market 
There are no such worries in North America, which is enjoying a glut of relatively cheap oil and gas. 
The main problem here is developing enough capacity to handle the new liquids streams emanating 
from the shale plays, which are still not well supplied with the necessary infrastructure. 
 
While there has been some drop – off in oil output recently, and the rig count is showing a marked 
decline, the US continues to drill for oil at a significant rate. In fact, over the past four years there 
has been such a massive improvement in productivity that wells are now being completed in little 
more than a week, compared to around 25 days as was the norm when the shale revolution was in 
full swing. That means that new shale oil production is viable at prevailing oil prices as low as $40/b. 
 


