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TOTAL pulled out from deepwater block 41 offshore northern Oman in early April, after failing to 
make any commercially attractive discoveries.  Total has reportedly  said it had no plans to exit the 
country completely at the point, stating that: ‘Total has been present in Oman since 1937 and is a 
partner in the development of the local oil and gas industry. We are actively seeking additional 
exploration blocks and where we can bring our expertise to contribute to increasing production 
from Oman.’ The French company produces oil primarily from block 6 as well as block 53, and 
holds a 5.54% stake in Oman LNG as well as a 2.04% interest in Qalhat LNG. 
 
Wintershall (operator, 50%), Petoro (30%), and Centrica (20%) have awarded Subsea 7 a $300mn 
pipeline and subsea construction contract as part of the Maria field development in Norwegian 
North Sea blocks 6407/1 and 6406/3. The discovery is expected to produce some 180mn boe, of 
which the majority is oil. First production is slated for end 2018. Maria will be Wintershall’s first 
operated discovery brought to production in Norway. 
 
The Special Chamber of the International Tribunal of the Law of the Sea (ITLOS) in Hamburg has 
rejected Cote d’Ivoire’s request that Ghana be ordered to suspend all oil exploration and 
exploitation in the disputed zone, including the TEN Project. The project is now over 55% complete 
with all 10 of the wells expected to be online at first oil already drilled. The project remains within 
budget and on schedule with first oil expected in mid 2016. 
 
Petrobras reports that on 11 April 2015, oil production in the fields it operates in the pre – salt 
province of the Santos and Campos basins reached a milestone of 800,000 b/d. The new daily 
production record was achieved with just 39 production wells. Of these wells, 20 are located in the 
Santos Basin, which accounts for 64% of output (511,000b/d), while the other 19 wells are located 
in the Campos Basin, representing 36% of production (291,000b/d). The record was aided by the 
start – up of the early production system installed in the Buzios field in March this year, using a 
dynamic producer platform – ship – the first extended oil and gas production in the ‘Cessao 
Onerosa’ area. Volumes were also boosted following the start – up layer in the Marlim field, Campos 
Basin, which will contribute to future production growth in the area, states Petrobras. 
 
BP has awarded Technip a lump sum contract for the design, engineering, fabrication, installation 
and pre – commissioning of the new production pipeline systems on the south side of the thunder 
Horse production drilling quarters unit. At a water depth of approximately 1,900 metres, the 
current field development is located in Mississippi Canyon blocks 778 and 822, in the ultra – 
deepwater Gulf of Mexico. 
 
OPEC’s April output up 210,000 b/d from March 
Oil production from OPEC totaled 30.93mn b/d in April 2015, up 210,000 b/d from March, as 
several member countries boosted production, according to the latest (8 May) Platts survey of 
OPEC and oil industry officials and analysts. 
 
‘OPEC production has climbed within a whisker of 31mn b/d, well above the group’s current 
ceiling,’ said Margaret McQuaile, Senior Correspondent for Platts. ‘However, given the emphasis on 
preserving market share and barring some kind of pact with key non – OPEC producers, it seems 
unlikely that we will see any output policy change at the June 5 meeting. But, with the potential for 
additional barrels from Iran in the event of sanctions being lifted, the second half of the year could 
be a lot more eventful.’ 



The April total, which is the highest since November 2012, leaves the group’s output nearly 1mn 
b/d above the 30mn b/d ceiling that has been in place since the beginning of 2012 and which Saudi 
Arabia successfully argued in November should be maintained, despite plunging oil prices and 
misgivings among several member countries. 
 
The biggest single increase came from OPEC kingpin Saudi Arabia, which increased output by 
100,000 b/d to 10.1mn b/d in April. Smaller increases came from Iran, Iraq, Kuwait, Libya and 
Nigeria.  
 
Angolan output dropped by 70,000 b/d month – on – month to 1.68mn b/d, largely due to problems 
at BP’s Plutonio field. Supply of another Angolan grade, Saturno, has also been affected by power 
outages in recent months. 
 
Libyan production in April rose to 520,000 b/d from 480,000 b/d the previous month. Output 
climbed as high as 600,000 b/d early in the month as production ramped up from eastern fields, but 
technical problems at fields operated by the state – owned Sirte Oil Company and the closure of the 
Elephant (EI Feel) field in south – Western Libya saw production  slide back below 500,000 b/d. 
 
In late April, crude supplies to the eastern Libyan port of Zueitina were suspended after protesters 
forced the closure of the pipeline feeding the terminal. 
 
Iraqi production was estimated at 3.6mn b/d, up 70,000 b/d from March, increased exports from 
Ceyhan in Turkey compensating for a drop in those from the south. 
 
OPEC ministers will review the current ceiling at talks in Vienna on 5 June, but there are no 
indications that the oil producer club is planning any adjustments to current output policy. 
 
In mid – April, Iranian Oil Minister Bijan Zanganeh said OPEC should cut 5% of its current output to 
balance world oil markets and prepare for increased flows of Iranian oil if ongoing talks between 
Tehran and six world powers result in a nuclear deal by a 30 June deadline and sanctions being 
lifted. 
 
Marcellus Shale gas prospects 
A new tax measure threatens to slow Marcellus Shale gas development in Pennsylvania  
 
Low oil and gas prices have prompted many US state governments to alter their fiscal and 
regulatory regimes to better support continued development. In contrast, Pennsylvania has 
proposed a new severance tax to support education investment, reports GlobalData. ‘Between 2008 
and 2014, the development of shale gas resources in the Marcellus Shale has spurred Pennsylvania 
to become the second largest state producer of natural gas in the US, with production growing from 
less than 550mn cf/d to over 9,000mn cf/d. Although this new tax will provide an immediate boost 
to state finances, it could exacerbate the slowdown and loss of investment due to low gas prices,’ 
comments analyst Sebastian Sojka. 
 
‘While Pennsylvania is the largest natural – gas – producing state without a severance tax, it has 
instead used income tax and other fees to gain revenue from gas production. It has an impact fee for 
drilling new wells, which has brought in over $630mn since 2011, and the state also has the second 
– highest income tax rate, at 9.99%,’ he continues. 
 



‘This new law would significantly increase the tax burden on gas production. Dubbed the 
Pennsylvania Education Reinvestment Act, it would set a 5% severance tax on gas production in 
addition to 4.7 cents per thousand cubic feet of gas, increasing the effective state tax rate from 9.9% 
to 15.9%. Pennsylvania would have the highest taxes of the major gas – producing states in the 
Lower 48. In addition, the law currently does not have the incentives or breaks for new wells or 
shale wells that are common in other states. Currently, only stripper well (producing less than 
50,000 cf/y) would be exempt from the proposed tax.’ 
 
‘This significant increase in the tax burden will have a negative impact on the dry – gas Marcellus 
play economics, already threatened by low natural gas prices. A typical breakeven price for the 
Marcellus is $2.50 - $3/1,000 cf; however, the proposed tax will have an even more dramatic effect 
when gas prices are at their lowest and operations are already marginal.’ 
 
‘The act sets a minimum price that gas production should be taxed on: $2.97/1,000 cf for the first 
year. This is above recent Henry Hub spot prices around $2.60, and well above that of local hubs in 
the state, many of which are below $2. With the Leidy Hub price at around $1.50, the effective 
severance tax rate would be 13% and the overall state effective tax would be 21.7%. 
 
Sojka concludes: ‘While Pennsylvania can expect a tax windfall due to many wells waiting to be 
completed or connected to a pipeline, companies are already reducing investment in developing the 
Marcellus and the new tax worsens the investment outlook for Pennsylvania. Moreover, when gas 
prices rise again, companies may well consider other plays for investment before Pennsylvania.’ 
 
Offshore opinions  

 Brent oil prices are expected to be unchanged at $65/b at end of 2015 – well below the 
price range thought ‘best’ ($80 to $100) for the offshore sector. 

 Low prices for oil have put supplier / client relationships under strain. 
 More mergers and acquisitions activity is expected in 2H2015 in the offshore sector – 

weaker companies will be subject to consolidation pressures, especially vessel companies. 
 
Margins for some polymers such as polyethylene are at positive levels not seen for years 
Crude oil price swings in recent months, combined with a devalued euro, have created a volatile, 
but profitable, marketplace for European petrochemical producers, with European steam – crackers 
achieving record margins in 4Q2014, according to analysis from HIS. 
 
Petrochemical markets are heavily impacted by changes in the crude oil price, since crude oil, and 
in particular. Its derivative naphtha, is an essential steam – cracker feedstock for the production of 
gasoline and numerous chemicals. Changes in crude oil prices influence not only the overall price 
level for petrochemicals like olefins and aromatics, but are also a primary driver behind changes in 
the supply and demand picture. 
 
‘After crude oil prices started dropping in the summer of 2014 descending to a low of 
approximately $46/b in January 2015, entire value chains for chemicals and polymers went into a 
destocking mode, and buyers began postponing their buying decisions for as long as possible, 
waiting for prices to bottom out,’ says Michael Smith, Vice President of European Chemicals, at HIS 
Chemical. ‘Now crude oil prices are around $62/b, consumption is improving and buyers 
throughout the value chain are focused on restocking their inventories in a tight market. The 
challenge now for buyers is simply sourcing material, not negotiating on price, which is a welcomed 
advantage for European petrochemical producers.’ 
 



‘Polymer and other petrochemical buyers are currently facing a once in a generation supply 
squeeze,’ continues Matthew Thoelke, Director of Olefins at HIS Chemical. ‘For buyers, the current 
market scenario is a perfect storm in reverse. At HIS, we see four main factors contributing to this 
unusual situation – buyers have an incentive to restock, European consumption is improving, 
imports are at reduced levels thanks to a devalued euro, and lastly, as a result of these factors, 
buyers of polymers face a virtual supply nightmare.’ 
 
China’s apparent oil demand defies predictions 
Chinese apparent oil demand – production plus net oil imports – is defying predictions of a sharp 
fall in growth, according to Argus China Petroleum. It rose by 7% in the first quarter, coincidentally 
matching the pace of GDP growth. Demand for both key products, gasoline and diesel, appears 
robust. Furthermore, the strength of naphtha demand suggests that consumer activity may be 
stronger in China than headline economic data suggest. 
 
Apparent oil demand of 11mn b/d in January – March was 700,000 b/d higher than a year earlier. 
Gasoline demand has risen by 220,000 b/d, larger in both percentage and volume terms than 
demand growth of 190,000 b/d for diesel. Demand growth in April – June will be slower. Chinese 
refiners plan to shut an average 920,000 b/d of refining capacity in the second quarter. 
 
Gasoline apparent demand, production minus net exports, grew by over 9% to 2.6mn b/d in 
1Q2015 despite record exports in March. Gasoline refining margins are strong globally, especially 
in the US. They are some $2/b higher in Singapore prices, in turn, are over $1/b higher than prices 
in China. Beijing, in effect, removed export quotas on transport fuels earlier this year, paving the 
way for a surge in exports. These hit 170,000 b/d in March.  
 
Diesel exports contracted steadily between June and January this year but have started to nudge 
higher again. Weak demand for the fuel and negative refining margins encouraged oil companies to 
run down stocks until late November. They scrambled to replenish them from December, leading to 
a massive stockbuild in the first quarter that frees producers up to resume exports. Chinese diesel 
demand will peak in 2017, Sinopec Chairman Fu Chengyu said in April, while gasoline demand will 
keep growing for another decade. 
 
Diesel demand is slowing as services replace manufacturing as the main driver of Chinese GDP 
growth. GDP growth in January – March was China’s slowest since 1Q2009, the depths of the global 
Great Recession. China’s purchasing managers index (PMI) for the service sector also shrank in the 
first quarter. But this may have been heavily influenced by lower fuel prices. Lower input prices 
accounted for the largest shrinkage in the PMI, while the sales price and employment components 
of the index rose. While disposable income continues to rise in China, concerns about imbalances 
within its economy persist. The Central Bank trimmed bank reserve requirements in April, freeing 
up an estimated $194bn to encourage lending. 
 
Air strikes in Yemen impact oil price 
Air strikes in Yemen by the Saudi – led coalition led to a 6% rise in oil prices in late March 
 
The conflict in Yemen could now be seen as a catalyst for the regional proxy wars between Saudi 
Arabia and Iran to intensify, writes Amy Gibbs, Associate, JLT Credit, Political and Security Risks, in 
an exclusive for Petroleum Review. Whilst Iran has heavily denied supporting the Houthis, there is 
increasing evidence that Iranian forces have been assisting the Houthis financially and providing 
military aid to the groups. The alleged discovery of the Iranian Military officers in Aden in mid April 
2015 could further harm relations between Tehran and Riyadh; a development that has far broader 



implications in respect of regional efforts to push back IS in Iraq, and the progress of the US – Iran 
nuclear negotiations. 
 
Initial air strikes by the Saudi – led coalition brought about a 6% rise in oil prices on 27 March 
2015, with Brent crude rising by $2.36 to 58.84/b amidst fears that cross – border fighting could 
escalate into a regional war and disrupt supplies. Whilst Yemen is a minor league oil producer, its 
coastline on the Bab el – Mandeb Strait which connects the Red Sea with the Gulf of Aden and the 
Arabian Sea is a key oil transportation route, with an average 4mn barrels of oil passing through the 
area every day. If the Bab el - Mandeb were to be targeted it would slow dramatically the flow of 
crude and could be a potential ‘chokepoint’ in the global oil market. As the crisis in Yemen worsens, 
Aden’s key oil refinery has shut – leaving the oil import tender process suspended, which is likely to 
cause severe fuel shortages. 
 
Yemen’s economy is at a standstill. Investors in the country have evacuated staff, halted operations 
and transported equipment out of the country. In the energy sector, long – term oil and gas 
investors, many of whom have operated in Yemen for decades, have exited the country. US – based 
Occidental Petroleum, Norway’s DNO, Austria’s OMV, UAE – based Dove Energy Group and Nexen 
have all either evacuated staff or are initiating crisis management plans to implement partial 
shutdown procedures.  
 
While many investors in Yemen’s oil sector have experienced bouts of violence previously, the low 
global oil price means that the risk to continue operating does not produce sufficient return. 
 
Without oil revenues, Yemen’s country economic risk profile changes considerably. Following the 
oil price fall, government income from exports had declined by 37% to $1.67bn. Capital flight from 
the energy sector, which contributes about 70% of the national budget, will lead inevitably to 
further falls. It is estimated that the economy will contract by around 10% in 2015, particularly on 
account of low oil revenue and suspension of foreign aid. Aid from Saudi Arabia may by suspended 
while there is a risk that it could fall into the hands of the Houthis. 
 
Multitude of risks 
The risk of government non – payment is currently high, as are risks of currency inconvertibility 
and exchange transfer. There are already runs on local banks and there are reports that contractor 
payments have been delayed. With Sana’a a key battleground, institutions such as the Central Bank 
will be unable to operate without a functional government in place. The exiled Hadi named this 
Prime Minister Khaled Bahah to the post of Vice President in mid – April. The appointment, backed 
by the Saudis, could be significant; the announcement of Bahah as Prime Minister back in January 
2015 was accepted by the Houthis and Saleh’s party. With Hadi gone, Bahah may be able to bridge 
the gap between pro – Hadi supporters and the Houthis. Yet in the short term, while the Saudi – led 
air strikes continue, Bahah is simply a government figurehead. The day – to – day business of 
government cannot be conducted, weakening the economic outlook as policy – making is 
suspended. For investors, contractual risks are high on account of the shifting political environment 
and the uncertainty of which politicians would form a unity government. Legal and regulatory risks 
are also heightened as the judiciary and central are unable to function. From a political standpoint, 
even once Saudi – led air strikes cease and political solution is sought, the country will suffer in the 
medium term as rival militias battle for local control and supremacy – in a scenario not too 
dissimilar to Libya. The risk of terrorism will remain heightened as AQAP takes advantage of the 
chaos and the power vacuum resulting from the ousting of Hadi and his Cabinet. With the country 
now in civil war, Islamic extremist groups will be able to capitalize on the wide availability of 
military grade weaponry and the fact that the government cannot direct its attention on counter – 



terrorism strategies. Terrorist groups may also use this time for recruitment, as groups like AQAP 
persuade conservative Sunni Yemenis that they are ‘on – side’ in seeking to repel the Shi’ite 
Houthis. 
 
In addition, as Yemen faces a blockade by sea and air, its civilians are facing dwindling food and 
medical provisions coupled with falling fuel supplies. Power blackouts, which have been a notable 
part of daily life in Yemen for several years, will continue. A large majority of Yemen’s food is 
imported with around 90% of staples such as rice and wheat brought in from abroad; as a result 
food prices are soaring, increasing up to 60% in Sana’a. The country’s unemployment and poverty 
levels have already risen this year. This raises the risk of protests in urban centres even once a 
political solution has begun to be negotiated. 
 
US becoming energy self – sufficient 
The US could stop importing energy by 2020, according to the US Energy Information 
Administration 
 
US net energy imports will decline and could ultimately end altogether, due to continuing growth in 
indigenous crude oil and natural gas production, as well as the increasing use of renewable and a 
modest growth in energy demand, writes Energy World. This is the headline conclusion from the US 
Energy Information Administration’s (EIA) Annual Energy Outlook 2015, which presents 
projections for US energy markets through to 2040 based on various scenarios. 
 
In the central ‘reference case’ scenario of the report, net energy imports end before 2030, and in a 
high oil price scenario, before 2020. Imports only persist in the low oil price and high economic 
growth scenarios. 
 
The report predicts continued strong growth in US production of unconventional crude oil from 
tight formations. In terms of natural gas, in all scenarios in the report the US transitions from being 
a net importer to a net exporter by 2017. US natural gas net exports growth then continues after 
2017, with annual net exports in 2040 ranging from 3tn cf the ‘low oil price’ case to 13tn cf the ‘high 
oil’ and ‘gas resource’ cases. 
 
The report also notes that regional variations in US oil and natural gas production will force shifts 
in flows of the commodities between US regions, so pipelines and supporting infrastructure may 
have to be realigned. In most cases, oil production shows the strongest growth in the Dakotas / 
Rocky Mountains region, followed by the south – west region. The strongest growth of natural gas 
production occurs in the east region, followed by the Gulf Coast onshore and the Dakotas / Rocky 
Mountains regions. 
 
The reference scenario sees energy demand grow at 0.3% per year to 2040 – far below the 
predicted economic growth rate of 2.4% per year – due to energy efficient technologies. It sees 
renewable energies meeting much of the growth in electricity demand, due to cost reductions and 
supporting policies. 
 
Finally, the report sees carbon emissions from energy ‘stabilise’, and remain below the 2005 level 
through to 2040 – with a central prediction of 5bn tones in 2040. Carbon emissions per unit of GDP 
decline by 2.3% annually from 2013 to 2014. 
 
‘Advanced technologies are reshaping the US energy economy,’ said EIA Administrator Adam 
Sieminski. ‘With continued growth in oil and natural gas production, growth in the use of 



renewable, and the application of demand – side efficiencies, the projections who the potential to 
eliminate net US energy imports in the 2020 to 2030 timeframe. The US has been a net importer of 
energy since the 1950s. In cases with the highest supply and lowest demand outlooks, the US 
becomes a significant net exporter of energy.’ 
   


