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US regional crude benchmark in the LOOP? 
Nine years ago as world oil prices hit an all – time high of more than $140/b, US domestic crude 
production hovered around 5.1mn b/d. Two months later, crude production had fallen to only 
slightly more than the recent historical low of 3.9mn b/d. 
 
US imports, meanwhile, were around 9mn b/d, mainly supplied from a combination of heavy crudes 
from Canada and Mexico and a flow of medium sour crudes from the Middles East.  
 
Since then, there has not only been a remarkable resurgence in US crude production, but also 
changes to the dynamics of crude flows. Already the world’s most sophisticated refinery hub and a 
supplier of refined products for the world, the US Gulf Coast is increasingly becoming an export hub 
for a variety of domestically produced crudes.  
 
However, this new situation has not yet led to a crucial development – a physically deliverable 
reference price benchmark for the sour crudes consumed in and now exported from the US Gulf 
Coast. 
 
Filling the void 
Given the sophistication of regional refineries, the demand for medium sour crudes is and will 
remain high. 
 
Though Middle East import levels have dropped from historic levels there remains a steady flow of 
crude from Saudi Arabia, Kuwait and Iraq. When this is combined with increasing production of 
medium sour crudes, particularly Mars and Poseidon, the supply of medium sour crude, by some 
measures, is approaching 2.5mn b/d. The emergence of a market for LOOP Sour, a medium sour 
blend of domestically produced and imported Middle Eastern oil grades, could fill a void. 
 
LOOP, or the Louisiana Offshore Oil Port, is the largest privately held crude oil storage facility in the 
US, and where LOOP Sour gets its name. The LOOP Clovelly Hub consists of the offshore Deepwater 
Port facilities capable of handling a range of marine vessels from fully loaded super tankers to 
smaller vessels, marine vessels and interim storage onshore with a capacity of 60mn barrels of crude 
in underground salt caverns and a 12mn barrel above – ground tank facility. 
 
In addition, the Clovelly Hub receives crude oil from three other pipeline systems – the Deepwater 
Mars Oil Pipeline Company System, which transports medium sour Mars crude oil from both the 
Mars and Amberjack pipeline and connected production facilities; the Deepwater Endymion 
Pipeline, which transports medium sour THB (Thunder Horse Blend) from Gulf of Mexico connected 
facilities; as well as North American crude oil varieties available in Houston and Nederland, Texas. 
 
LOOP Sour has emerged as a competitive alternative to other established offshore grades and a key 
component of the regional refining complex, with ex – cavern deliveries averaging more than 1.2mn 
barrels per month over the past year. 
 
LOOP Sour, a physical delivery futures contract, is offered on the Chicago Mercantile Exchange (CME 
Group). 
 
LOOP has also partnered with CME and Matrix Markets to offer the market’s first ever storage 
futures contract, which allows qualified entities to purchase storage during a once a month online 
auction of capacity. 



 
In addition, LOOP offers a bilateral contract for storage directly to market participants as part of the 
auction. The underlying crude that is deliverable into the cavern is LOOP Sour. 
 
In conjunction, these developments mean that there is now a crude contract that tracks the major 
medium sour crude grades in the Gulf Coast, but also that it is deliverable into a physical cavern, 
where storage can be purchased on the open market. 
 
Turning back the clock to 1983, NYMEX introduced the market’s first deliverable crude oil contract in 
Cushing. Oklahoma. By having a contract that was physically settled, buyers (refiners) and sellers 
(producers) could transact directly. This transparent mechanism where price was assessed each day 
and the final settlement price of any given delivery month was the price at which a deal was done, 
transformed the way oil traded. While actual deliveries were and remain a small portion of overall 
volume, the West Texas Intermediate (WTI) settlement price is a basis for variety of other crudes 
throughout the market place. 
 
The CME WTI contract has a trading volume of more than 1.5mn contracts on a daily basis. WTI’s 
sister contract for Brent Crude, traded on Intercontinental Exchange (ICE), has similar volumes. 
 
Yet both WTI’s and Brent’s viability as reference benchmarks for the Americas encompass different 
risks in terms of location and crude quality for companies trading sour crude on the US Gulf Coast. 
 
The quality difference is evident in price. LOOP Sour has averaged about $1.70/b less than WTI at 
Cushing since late March compared with discounts of $1.35/b for Mars and $1.50/b for Poseidon, 
according to S&P Global Platts price assessments. 
 
One of the limits to the medium sour market is that the sellers of crude have been dominated by few 
players through their offshore production of Mars and Poseidon crudes. The difference now is that 
there is an available volume of crude that can buffer any interruption that might occur from the 
platforms. 
 
LOOP Sour boasts a diverse set of market participants that trade the blend components, the final 
blend, and storage contract. This ‘democratic’ approach sets up LOOP Sour as the most – likely – to – 
succeed medium sour candidate for a much – needed regional benchmark. 
 
Arctic oil spill response programme completes 
The Arctic Oil Spill Response Technology Joint Industry Programme (JIP) has concluded after more 
than five years of state – of – knowledge reviews, technical assessments and research experiments 
into oil spill response marine environments. Launched in 2012, the JIP set out to foster the 
acceptance of new oil spill response strategies, with the ultimate goal to both build confidence in the 
already available response tools and to extend their capabilities with new strategies, systems and a 
better understanding of operating windows. 
 
Nine oil and gas companies – BP, Chevron, ConocoPhillips, Eni, ExxonMobil, North Caspian Operating 
Company, Shell, Statoil, and Total – collaborated on the project. Over the course of the five – year 
programme, it focused on six key areas of oil spill response tools and support functions that together 
make up an integrated response system:  

 Dispersants; 

 Environmental effects;  

 Trajectory modelling; 

 Remote sensing 



 Is – situ burning (ISB) 
 
The projects focused on priority areas where new research and technology development had the 
best chance of significantly advancing the industry’s ability to respond to marine spills in the 
presence of ice. Projects ranged across dispersant effectiveness testing; modelling the fate of 
dispersed oil in ice; assessing the environmental effects of an Arctic oil spill: advancing modelling 
trajectory capabilities in ice; and mapping of oil in darkness, low visibility, in or under ice, assessing 
best options for mechanical recovery window for ISB response operations. 
 
‘As a result of past efforts and now this JIP, a range of operationally proven tools are available to suit 
specific regional environments, seasons, drilling and production programmes. The consolidation of a 
vast amount of existing knowledge in the six key areas will provide a robust baseline for future 
regulators, users and industry representatives who are concerned with assessing, approving 
planning, executing and providing oversight to ensure safe Arctic operations,’ says James Hall, Chair 
of the Executive Committee of the Arctic Oil Spill Response Technology JIP. ‘Five years of applied 
research have built on decades of prior knowledge to demonstrate the viability of multiple oil spill 
response technologies in Arctic conditions. This new knowledge baseline and toolkit will ensure the 
most effective and environmentally beneficial response is deployed to protect the Arctic and other 
ice prone regions.’ 
 
First gas from BP’s West Nile Delta project  
BP started gas production from the first two fields, Taurus and Libra, of the West Nile Delta 
development in Egypt in early May, some eight months ahead of start-up schedule and under 
budget. 
 
The West Nile Delta development, which includes five gas fields across the North Alexandria and 
West Mediterranean Deepwater offshore concession blocks, is being develop as two separate 
projects to enable BP and its partner to accelerate gas production commitments to Egypt. When 
fully onstream in 2019, combined production from both projects is expected to reach almost 1.5bn 
cf/d, equivalent to about 30% of Egypt’s current gas production. All the gas produced will be fed into 
Egypt’s national gas grid. 
 
Taurus and Libra were expected to deliver an annual average of more than 600mn cf/d of gas to the 
national gas grid. However, the fields are currently producing more than 700mn cf/d sales gas and 
1.000 b/d of condensate, which is 20% higher than the planned sales gas plateau. 
 
The Taurus and Libra project is a subsea Greenfield development including nine wells and a 42km tie 
– back to the existing onshore processing facility where gas enters the Egyptian national gas grid via 
a nearby export pipeline.  
 
This is the second of seven major upstream projects that BP expects to come into production during 
2017. Together with the projects that began production in 2016, these new start – ups are expected 
to provide BP with 500,000 boe/d of new production capacity by the end of this year. With further 
new projects starting up beyond this, by the end of the decade BP’s new projects are expected to 
add 800,000 boe/d of new production. 
 
The second West Nile Delta project, involving development of the Giza, Fayoum and Raven field’s is 
currently ahead of schedule and below budget. The project will involve 12 wells and two deepwater 
long – distance subsea tie – backs to the shore. Fluids will be processed through an onshore plant 
modified for Giza and Fayoum, and integrated with a new adjacent onshore plant for Raven. 
Production from these fields is expected to start in 2019. 



BP is the operator of the West Nile Delta project, holding an 82.75% stake, partnered by DEA 
Deutsche Erdoel (17.25%). 
 
Global oil discoveries and new projects fall to record lows 
Global oil discoveries fell to a record low in 2016 as companies continued to cut spending, while 
conventional oil projects sanctioned were at the lowest level in more than 70 years, according to the 
International Energy  Agency (IEA), which has also warned that both trends could continue this year. 
 
The number of new oil discoveries fell to 2.4bn barrels in 2016, compared with an average of 9bn 
b/d over the past 15 years. Meanwhile, the volume of conventional resources sanctioned for 
development last year fell to 4.7bn barrels, 30% lower than the previous year as the number of 
projects that received a final investment decision (FID) dropped to the lowest level since the 1940s. 
This sharp slowdown in activity in the conventional oil sector was the result of reduced investment 
spending driven by low oil prices. Its brings an additional cause of concern for global energy security 
at a time of heightened geopolitical risks in some major producer countries, such as Venezuela. 
 
The slump in the conventional oil sector contrasts with the resilience of the US shale industry. There, 
investment rebounded sharply and output rose on the back of production costs being reduced by 
50% since 2014. This growth in US Shale production has become a fundamental factor in balancing 
low activity in the conventional oil industry, notes the IEA. 
 
Conventional oil production of 69mn b/d represented by far the largest share of global oil output of 
85mn b/d. In addition, 6.5mn b/d came from liquids production from the US shale plays; the rest 
made up of other natural gas liquids (NGLs) and unconventional oil sources such as oil sands and 
heavy oil. 
 
With global demand expected to grow by 1.2mn b/d a year in the next five years, the IEA has 
repeatedly warned that an extended period of sharply lower oil investment could lead to tightening 
in supplies. Exploration spending is expected to fall again in 2017 for the third year in a row to less 
than half 2014 levels, resulting in another year of low discoveries. The level of new sanctioned 
projects so far in 2017 remains depressed. 
 
‘Every new piece of evidence points to a two – speed oil market, with new activity at a historic low 
on the conventional side contrasted by remarkable growth in US shale production,’ said Dr Fatih 
Birol, the IEA’s Executive Director. The key question for the future of the oil market is: How long can 
a surge in US shale supplies make up for the slow pace of growth elsewhere in the oil sector? 
 
The US shale industry has lowered its costs to such an extent that in many cases it is now more 
competitive than conventional projects. The average break – even price in the Permian Basin in 
Texas, for example, is now at $40 - $45/b. Liquids production from US shale plays is expected by 
2.3mn b/d by 2022 at current prices, and expend even more if prices rise further. 
 
The offshore sector, which accounts for almost a third of crude oil production and is a crucial 
component of future global supplies, has been particularly hard hit by the industry’s slowdown, 
reports the IEA. In 2016, only 13% of all conventional resources sanctioned were offshore, compared 
with more than 40% on average between 2000 and 2015. 
 
In the North Sea, for instance, oil investments fell to less than $25bn in 2016, about half the level of 
2014. Coincidentally, this is now approaching the level of spending in offshore wind projects in the 
North Sea, which has doubled to about $20bn in the same period. 
 



Power industry shifts focus to renewable 
Global power investment is forecast to increase by 3.3% to reach $243.1bn in 2017 and by 2.7%/y 
for the decade as a whole, with India the fastest – growing market (14.5%/y), according to the latest 
findings from Frost & Sullivan. However, with prices for both solar and wind continuing to decline, 
renewable investment will keep booming at the expenses of traditional power generation, notes the 
Global Power Industry Outlook report. 
 
Lower project costs and continued regulatory support for renewable energy in key markets will see 
solar photovoltaic (PV) becoming the fastest growing segment (increasing by 23.3%), followed by 
wind power (increasing by 11.7%). By 2020 non – hydro renewable will account for 65% of global 
power investment. India is the hottest growth market with renewable investment set to increase by 
24%/y to 2020.  
 
The evolving market will compel power sector participants to craft innovative business models, offer 
customer – centric solutions, and create flexible portfolios. There will also be higher consolidation as 
companies seek funding to expand and introduce novel products. 
 
Key trends in the global power industry include: 

 The transition to a more decentralised and intelligent energy system will continue to 
accelerate in 2017. 

 There will be increased demand from utilities for energy management solutions, on both the 
supply and demand sides. 

 Gas capacity is forecast to increase by 2.9% in 2017. China will see the fastest growth, but 
North America and the Middle East will remain the most important markets. 

 High growth rates will be seen for solar PV, with investment forecast to increase by 11.5% to 
$141.6bn in 2017. International agreements, such as COP21, and declining renewable 
technology costs, will ensure more capacity per dollar invested. 

 China will be the largest market in terms of solar revenue investment, but the fastest growth 
will come from India, which will see double – digit growth in investment to 2020. 

 Some 73.4% of power generation investment in Europe will be for renewable technologies, 
while Russia and the CIS will buck the trend and focus on nuclear power and hydro. 

 There will be an overall increase in global coal capacity, even as the utilisation rate of 
existing coal – fired plants falls in most regions, but investment in now firmly on a downward 
trend. Coal capacity is forecast in increase by 2.9% in 2017. India is the fastest – growing 
market; it will increase by 9.7% as a number of large plants come online. China, however, 
will add the most capacity – 40GW. This will offset declines in Europe, North America, and 
Russia and CIS. 

 Strong investment is expected in hydropower, despite it being a mature technology, forecast 
to increase by 2.6% in 2017. Africa is the fastest – growing regional market, but china is 
forecast to add the most – 11.2GW of the total 31.6GW. The Asia – Pacific and Latin America 
will be key regional markets. 

 Nuclear capacity is forecast to increase by 2.9% in 2017. The Middle East will record the 
fastest growth, mainly because the first of UAE’s reactor will come online. 

 Biomass capacity is forecast to increase by 4.9% in 2017, with an additional 10GW coming 
online. 

 New business models that incentivise smarter consumption patterns, coupled with growth 
of energy storage technologies, will reduce the need for peak capacity investment in mature 
energy markets. 

 
‘Digitisation has the potential to drive efficiency gains and unlock new revenue streams for market 
participants in business areas such as demand response, utility as an energy service company 



(ESCO), predictive and real – time analytics, vehicle – to – grid, and virtual power plants and 
microgrids,’ notes Robinson. ‘However, implementation will take time and significant investment’. 
 
The report suggests some $130bn will be invested globally on automation by 2025, with $4bn 
invested in asset management software and 1.2bn smart meters installed. 
 
Global natural gas consumption grew 1.6% to 3,528bn cm in 2016, according to Cedigaz, driven by a 
range of structural and temporary factors. The growth in demand was similar to that of the previous 
year and also in line with Cedigaz’ short – and medium – term natural gas demand forecasts. 
 
According to the international gas association’s latest analysis, more affordable natural gas prices in 
2016 gave a boost to natural gas and LNG demand in both industrialised Europe and emerging 
markets. In addition, colder than usual temperatures in the final months of 2016 in the main 
consuming markets had a strong upward effect on domestic gas sales. However, this was partly 
offset by moderate global economic activity, a decline in energy intensity, weak electricity demand 
in OECD markets and the storage expansion of renewable, all of which continue to impact today’s 
market. In addition, Cedigaz also notes that if climate effect are set aside, the expansion of natural 
gas demand remained below the historical average. In the first three quarters of 2016, it increased 
at an estimated rate of only 0.5% relative to the same period the previous year. 
 
Demand growth varied across regions. The largest rises in gas demand were recorded in Europe 
(+6.1%), the Middle East (+3%), India (+9.5%), and China (+8%), contrasting with mixed results in the 
rest of Asia (-2%), North America (+.02%), the CIS (+0.1%) and Latin America (-1.3%). 
 
‘Faced with low oil prices and harsh conditions in the upstream sector, global gas production was 
sluggish in 2016,’ reports Cedigaz. Provisional estimates show a relative stagnation of global natural 
gas supply in 2016, marking a break after a continued growth of 1.8%/y on average during the five 
previous years. 
 
Meanwhile, international gas trade increased much faster than global gas demand, up 5.5% to 
1,094bn cm, propelled by both pipeline trade (+5%) and LNG flows (+6.7%). ‘This difference attests 
to the growing regional and local imbalances resulting from natural gas shortage in many markets, 
where production does not keep pace with domestic demand,’ says Cedigaz. However, natural gas 
markets remained will – supplied in 2016. That said, an expected LNG surplus did not materialise in 
2016 because of delays in project start – ups and technical problems at some LNG trains. ‘Relatively 
abundant and low – priced LNG supply have opened a window of opportunity for natural gas and 
LNG, especially in the booming and price – sensitive emerging markets, where LNG has become a 
natural choice to address the shortfall between gas supply and demand,’ notes Cedigaz. 
 
ExxonMobil to acquire one of the world’s largest aromatics plants 
ExxonMobil Chemical Company’s Singapore affiliate has reached an agreement with Jurong 
Aromatics Corporation to acquire its plant located on Jurong Island in Singapore. 
 
The plant, one of the largest in the world with an annual production capacity of 1.4mn tonnes, 
presents operational and logistical synergies for ExxonMobil’s integrated refining and petrochemical 
complex nearby. The company expects to complete the transaction in the second half of 2017. 
 
Singapore is home to ExxonMobil’s largest integrated refining and petrochemical complex, which has 
a crude oil processing capacity of 592,000b/d and includes two worlds – scale steam crackers. 
Acquisition of the Jurong aromatics plant will increase the company‘s Singapore aromatics 
production to over 3.5mn t/y, of which 1.8mn tonnes is paraxylene. 



‘Our growth in Singapore is driven by the expected increase in global demand for chemical products 
over the next decade of nearly 45%, or about 4%/y, which is a faster pace than energy demand and 
economic growth,’ said Neil Chapman, President of ExxonMobil Chemical Company. 
 
He continued: ‘Nearly three – quarters of the increased demand is expected to be in the Asia – 
Pacific as a result of its rising prosperity and a growing middle class.’ 
 
CNPC hit by global cyber attack 
Over 20,000 service stations in China went offline after a global ransom ware attack hit China 
National Petroleum Corporation’s (CNPC) computer system mid – May, according to the South China 
Morning Post and reported in PetrolPlazaNews. The damage prevented customers from paying by 
credit card or online methods such as Ali Pay. 
 
Xiuhua News Agency reported that about 18,000 IP Addresses in China had been infected with the 
‘WannaCry’ ransom ware, citing the National Computer Network Emergency Response Technical 
Team / Coordination Centre. 
 
The ransom ware know as ‘WannaCry’ is a malicious software that locks a device and demands a 
ransom to be paid by bitcoins to unlock the device. It has spread to more than 100 countries, 
according to media reports. Among those hit by the cyber security threat were the UK’s National 
Health Service, the Spanish telecommunications company Telefonica and Germany’s railway 
company Deutsche Bahn, as well as Nissan and the Russian Central Bank. 
 
Business leaders and industry set out pathway to halve emission by 2040 
It is technically and economically feasible to grow economies while providing affordable, reliable and 
clean energy for all – all while meeting the Paris Agreement goal of limiting global warming to well 
below 2°C. These conclusions are not from a green NGO but from a collection of individuals, 
including investors and representatives from incumbent energy companies including Shell, chaired 
by the former Chairman of the Financial Services Authority Lord Adair Turner, under the banner of 
the Energy Transitions Commission (ETC). 
 
A report from the ETC: Better energy, greater prosperity, says that halving global carbon emissions 
by 2040 is achievable, but only if governments, investors and businesses begin acting now to 
accelerate a large energy transition. This means speeding up the rate of electrification, 
decarbonising heating and transport and improving the energy intensity of the economy – rapidly. 
 
The report says that the proliferation of clean energy is unstoppable, due to the falling costs of 
renewable and battery storage technologies; and that there is untapped potential to improve the 
energy intensity of GDP through energy efficiency – with the right policy framework. 
 
But it also says that actions on developing other technologies, including bioenergy, hydrogen and 
carbon capture and storage (CCS) for energy and industry, in needed to drive complete 
decarbonisation. Fossil fuel use must also fall by 30% by 2040, even in a scenario with large – scale 
CCS deployment, according to the report. Unabated coal power needs to be reduced considerably. 
 
‘We are ambitious but realistic,’ said Lord Turner. ‘Despite the scale of the challenges facing us, we 
firmly believe the required transition is technically and economically achievable if immediate action 
is taken.’ 
 



The report focuses on four pathways it says would cut annual carbon emissions from 36 gigatonnes 
(Gt) today to 20Gt by 2040 – compared to the 47Gt that might be expected by 2040 under a 
business – as – usual scenario. 
 
Electrification 
Decarbonising power generation and extending electrification into the transport and building sectors 
has the biggest potential for emissions reductions – providing up to half of the emissions reductions 
necessary to meet 20Gt by 2040. The report says that under strict political frameworks variable 
renewable could provide 80-90% of power to electricity grids within 15 years, at a total cost of less 
than $70 per MWh due to the falling costs of these technologies. 
 
Decarbonisation of heat and transport 
Areas of the energy system like aviation, shipping and heavy industries that cannot be effectively 
electrified need to be decarbonised and increase their energy efficiency. To do so, governments and 
private companies need to invest in R&D and deployment strategies to reduce the cost of 
technologies like bioenergy, hydrogen and CCS. 
 
Energy productivity  
The pace of improvement in energy productivity across the economy needs a revolution, says the 
ETC. Increasing the energy productivity of GDP could deliver a third of the emissions reductions 
required by 2040 – but the report says this would mean greatly accelerated energy efficiency 
progress across the buildings, transport and industry sectors, as well as structural economic changes 
to balance the economy towards less energy – intensive goods and services.  
 
Optimising fossil fuel use 
Despite all the above, fossil fuels would still represent 50% of final energy demand in 2040 under 
this pathway. It is therefore imperative, according to the report, to ramp – up CCS in all its forms, 
and concentrate fossil fuel use in the highest – value applications. This means that oil use would 
peak in the 2020s, and gas would only have a continued role if upstream methane emissions are 
managed. 
 
From a political perspective, the report advocates a meaningful carbon pricing regime, the phasing 
out of fossil fuel subsidies, and increased R&D for low carbon technologies, as well as public 
investment in transport and urban infrastructure. In terms of investment, an extra $300 – 600bn 
would be needed annually, which the ETC says doesn’t pose a major macroeconomic challenge. 
 
Record growth in electric vehicles in Germany as renewable rise 
A record number – 11,624 – of electric vehicles (EVs) were registered in Germany in the first quarter 
of 2017. The figure, which included 5,060 battery – only vehicles and 5,264 plug – in electric hybrids, 
in the highest number in a single quarter recorded in the country. 
 
These vehicles were also powered by an ever – growing share of renewable energy. Over the same 
period, the sum, wind and other renewable energy sources accounted for 32% of gross electricity 
consumption in Germany – up 4% from Q1 2016. 
 
The figures are being tracked by Germany’s Centre for Solar Energy and Hydrogen Research Baden – 
Wuerttemberg (ZSW). The Stuttgart – based centre publishes data on national and international 
vehicle counts, newly registered EVs and sales figures for various EV models; as well as the 
proportion of electrical power generated from renewable energy sources in Germany. 
 



Offshore wind power generation increased by the largest amount of any renewable technology in 
Germany in Q1 2017 – by 37% to make 4.8TWh generation in the quarter. Solar PV generation also 
increased significantly, by 29% to make 6 TWh. Onshore wind increased by 3% to make 22TWh. 
 
In total, renewable generated 50 TWh in Germany in Q1 2017. 
 
The figures also indicate that hydropower was the only renewable energy technology that saw a 
drop in production, by 31% on the same period in 2016, to 3.7 TWh – due to low rainfall. 
 
Meanwhile, biomass increased by 2% to 12 TWh, municipal solid waste increased 3.7% to 1.5 TWh, 
and geothermal energy dropped by 2.5% to 0.04 TWh. 
 
More recently, Germany was almost completely powered by renewable over the recent May holiday 
weekend. A combination of favourable weather conditions – windy and sunny weather in the north 
and warm and sunny weather in the south – saw the country shut down almost all of its coal – fired 
power stations and reduce its nuclear power output significantly. Renewable accounted for 85% of 
the electricity used across Germany on the Sunday, according to the renewable think – tank Agora 
Energiewende. 
 
Patrick Graichen from Agora Energiewende said days like 30 April would be ‘completely normal’ by 
2030, as the German federal government’s Energiewende initiative continues to increase renewable 
capacity and investment. 
 
Recent figures indicate that government money spent on research into energy in Germany has more 
than doubled since 2006 – from €400mn in 2006 to over €875mn in 2016. 
 
Global oil discoveries fell to record lows in 2016 – IEA 
Global oil discoveries and the number of conventional oil projects sanctioned both hit historic lows 
in 2016, according to the International Energy Agency (IEA). 
 
The amount of new oil discoveries fell to 2.4 bn barrels last year, the lowest level recorded – a result 
of upstream oil and gas companies cutting spending due to the low oil price. The figure compares to 
an average of 9bn barrels per year discovered over the last 15 years.  
 
The amount of new oil projects sanctioned for development in 2016 also dropped by 30% on 2015 to 
4.7bn barrels – the lowest level in 70 years for projects receiving a final investment decision. 
 
The trend is particularly evident in the offshore oil and gas industry, which traditionally accounts for 
around a third of global crude oil production. In 2016, 13% of conventional projects sanctioned were 
offshore, compared to 40% on average between 2000 and 2015. 
 
The IEA said that this slump, illustrated could continue into 2017 depending on what happens to the 
price of oil. Spending on exploration is expected to fall again, and the level of sanctioned projects 
this year remains depressed, says the IEA. 
 
However, the opposite is happening in the US Shale industry, where investment increased in 2016 
and output rose due to production costs that have fallen 50% since 2014. The IEA says that US shale 
production in now a ‘fundamental factor’ in balancing the low activity in the conventional oil 
industry. 
 



Still, conventional oil production of 69mn barrels per day (b/d) represents the largest share of total 
global oil output – 85mn b/d. Around 6.5mn b/d come from liquids production from US Shale plays. 
The IEA says that in the face of demand that is set to grow by 1.2mn b/d a year over the next five 
years, this lower conventional oil investment could lead to a supply tightening.  
 
‘The key question for the future of the oil market is for how long can a surge in US shale supplies 
make up for the slow pace of growth elsewhere in the oil sector,’ said Dr Fatih Birol, the IEA’s 
Executive Director. 
 
The US Shale industry has lowered its costs to such an extent that in many cases it is now more 
competitive than conventional projects, says the IEA. 
 
54 GW of capacity added as wind power reaches 90 countries – GWEC 
Over 54 GW of wind power was installed across the globe in 2016, according to the latest figures 
from the Global Wind Energy Council (GWEC). 
 
The organisation’s latest Global Wind Report: Annual Market Update indicates that the wind power 
market now spans 90 countries, of which nine have more than 10 GW of wind capacity installed, and 
29 of which have passed 1 GW. Cumulative wind capacity worldwide grew by 13% in 2016 and now 
stands at 487 GW. The organisation predicts that total wind energy capacity will pass 800 GW mark 
in 2021. 
 
The level of wind power in electricity grids worldwide continues to grow. Denmark’s electricity grid is 
at near 40% wind penetration, and Uruguay, Portugal and Ireland all have over 20%. In Germany, 
also a leader in solar power, wind penetration is at 16%. 
 
‘Wind power is now successfully competing with heavily subsidised incumbents across the globe, 
building new industries, creating hundreds of thousands of jobs and leading the way towards a clean 
energy future,’ said GWEC Secretary General Steve Sawyer, commenting on the report. 
 
GWEC predicts that there will be 60 GW of new wind installations worldwide in 2017, and that by 
2021 the annual market will be installing around 75 GW a year. New growth will come from the 
Asian markets, with China continuing to lead but India becoming a big player – with the country 
setting a new record for installations last year. 
 
In 2016 China added 23 GW of new wind power, meaning the country now has 169 GW of wind 
capacity. The country has led the market for the past eight years, says GWEC, and its annual 
installations account for around 42% of the global market. China was also the third best performing 
country in terms of offshore wind installations, behind the UK and Germany, installing 592 MW last 
year. 
 
Offshore wind has seen record low bid prices set for new developments in European markets 
including three farms off the coast of Germany that are effectively planned without government 
subsidy. Offshore wind has had a major price breakthrough in the past year, and looks set to live up 
to the enormous potential that many have believed in for years,’ said Sawyer. ‘We see the 
technology continuing to improve and spread beyond its home base in Europe in the next five to ten 
years.’ 
 
China replaces the US as the most attractive place for renewable investors 
The US has fallen to third place in latest edition of the EY Renewable energy country attractiveness 
index (RECAI), following US Energy policy changes implemented by the Trump administration by the 



Trump administration. The fall means that China and India have surpassed the country to score the 
highest in EY’s metrics and move to the top of the RECAI table. 
 
A shift in policy and the review of the US Clean Power Plan were responsible it for the country’s drop 
– meaning it has moved from the top position for the first time since 2015. The drop also reflects the 
US government’s executive orders to roll back the Obama administration’s climate change policies 
and revive the US coal industry, says EY. 
 
Meanwhile in the US, President Trump has also signed an executive order that calls for a review of 
the Obama administration’s offshore drilling plan, seeking to undo the indefinite ban on drilling for 
oil offshore. Trump was also trying to scarp a rule limiting upstream methane emissions in oil and 
gas production, but this was ultimately rejected by the US Senate. 
 
The US’ move to third place means that China in now top of the 40 strong RECAI index. Its National 
Energy Administration (NEA) announced in January this year that it will spend $363bn on renewable 
power capacity by 2020, leading to renewable accounting for half of all new Chinese generating 
capacity and the creation of 13mn jobs. The country also plans to pilot a tradable green certificate 
programme in July this year to prove that Chinese consumers are purchasing renewable energy. 
 
India moved from third to second position. The India government has a programme to build 175 GW 
renewable energy capacity by 2022, and for renewable to account for 40% of installed power 
capacity by 2040. India has installed over 10 GW of solar capacity in the last three years – starting 
from a 2.6 GW in 2014. 
 
May’s edition of RECAI sees new entrants in the form of Kazakhstan (position 37), Panama (38) and 
the Dominican Republic (39). 
 
Elsewhere, analysis from market research company Frost & Sullivan indicates that global investment 
in solar power technologies in 2017 will be higher than coal, gas and nuclear investment combined. 
The firm says that lower project costs and continued policy support will see global renewable power 
investment reach $243bn in 2017. Of this, solar PV will see $142bn in investment. 
 
By 2020 the firm, in its Global Industry Power Outlook 2017, estimate that non – hydro renewable 
will account for 65% of global power investment. The company also tips India as the leading growth 
market, with it predicting renewable investment increasing by 24% per year to 2020. 
 


