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Based in Houston, Texas, US, Purgit Vapor Control 
Systems offers a full suite of purging and degassing 
services for aboveground storage tanks. From nitrogen 
gas purges and vapour recovery skids to complete US 
Coast Guard certifi ed equipment for loading inland 
barges, Purgit is an industry leader in effi cient and 
effective vapour control. Contact Purgit for a detailed 
proposal on your next anhydrous ammonia, LPG, or LNG 
tank decom or re-commissioning.
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L atin America’s oil and gas sector can be compared 
to a roller coaster ride. Over the last several years, 
several countries have made thrilling ascents in 
both conventional and unconventional resources. 

Other jurisdictions, unfortunately, have seen their 
prospects plunge in stomach-churning fashion.

Brazil
Thanks to the wealth of its offshore presalt play, Brazil’s 
oil production had reached 3 million bpd by late 2019. 
Because the vast majority of the play is in deep water, 
state-owned Petrobras and its partners have largely relied 
on fl oating production, storage and offl oading vessels 
(FPSOs) to produce the fi elds. During 2019, eight FPSOs 
were anchored into place, with the most recent, 
FPSO P-68, expected to reach full output of 150 000 bpd 
by mid-2020. 

More vessels are planned. In December 2019, 
Petrobras signed a joint venture (JV) with Japan-based 
Mitsubishi to build an FPSO to service the Mero oilfi eld. 
The FPSO Sepetiba will be deployed in 2200 m waters 
185 km off the coast of Rio de Janeiro.

Brazil also produces 4.5 billion ft3/d of gas, but most 
of it is associated with crude production in the Santos 
Basin. The majority is either fl ared or reinjected due to a 
lack of transportation options. Two gas lines connecting 
fi elds to shore are in operation, and a third, planned for 

Jurisdictions in Latin America are 
taking different approaches to their 
oil and gas sectors. Gordon Cope, 
Contributing Editor, explains why this 
will create both prosperity and poverty 
in their respective countries.
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COMMENT
CALLUM O'REILLY
SENIOR EDITOR

In these troubling times, I’d like to start this 
comment by passing on the very best wishes 
of the entire team at Palladian Publications 
to all of our readers, contributors and 

advertisers. I hope that you, your colleagues, 
friends and family are all keeping safe and 
healthy, wherever you are.

Like so many others around the world, I have found myself thrust into an 
unfamiliar working environment in recent weeks. I am currently writing to you 
from the makeshift offi ce that has been set up in the living room of my home 
in south London, having just been for a long walk to ensure that I use up the 
one hour of exercise per day that the UK government is currently permitting its 
citizens. That is a sentence I never thought that I would write...

Although certainly not ideal, millions of us are fi nding ways to adapt and 
adjust in these most unusual of times. Whether that be working from home, 
changing our shopping habits, homeschooling the children, keeping in touch 
with friends and family via video calls, or simply just looking out for our fellow 
neighbours in need. And the same is true for us here at Hydrocarbon Engineering. 
However, I would like to take this opportunity to reassure all of our readers that 
we will continue to work hard to ensure that we publish meaningful content 
about the latest developments in the downstream sector. It is more important 
now than ever that we continue to work together to ensure that the industry 
remains informed about the technical innovations, equipment, systems and 
processes that will help steer us through these stormy waters and shape a bright 
future for the sector. 

So if you are currently working from home, I’d encourage you to add our 
website (www.hydrocarbonengineering.com) to your bookmarks and follow us 
on social media so that you can keep up-to-date with the latest industry news.  
And if you haven’t already, why not download the Hydrocarbon Engineering

app to your smartphone or tablet to ensure that you continue to receive a free 
regular copy of the magazine, wherever you are. More details about the app can 
be found on p. 59 of this issue.

We will also continue to work closely with the industry to ensure that 
we develop innovative new products to keep you well informed, especially in 
these unfortunate times when many of our long-standing partners have had to 
postpone or cancel key industry events. 

I am proud to announce that we will be running our second international 
online conference on 25 June 2020. ‘Refi nery of the Future 2020’ is a completely 
virtual one-day conference focusing on the latest developments and innovations 
shaping the future of the refi ning sector. And you can join us for this exciting 
online conference from anywhere in the world, absolutely free! All you need 
to do is register to reserve your space, and we’ll send you all of the information 
that you need to join us. And if you’re busy on the 25th, that’s no problem at all! 
Everyone who signs up to attend Refi nery of the Future 2020 will receive an 
email containing links to each of the presentations, so you can catch-up at a 
time that suits you. For more information and to sign up for free, please visit: 
www.hydrocarbonengineering.com/refi nery2020

https://www.hydrocarbonengineering.com/refinery2020
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Worldwide | IEA 
forecasts global 
decline in oil 
demand

G lobal oil demand is expected to 
decline in 2020 as the impact of 

the new coronavirus spreads around the 
world, constricting travel and broader 
economic activity, according to the 
International Energy Agency (IEA’s) latest 
oil market forecast.

The IEA notes that the situation 
remains fl uid, creating an “extraordinary 
degree of uncertainty” over what the 
full global impact of the virus will be. In 
the IEA’s central base case, demand this 
year drops for the fi rst time since 2009 
because of the deep contraction in oil 
consumption in China, and major 
disruptions to global travel and trade.

The IEA now sees global oil demand 
at 99.9 million bpd in 2020, down 
around 90 000 bpd from 2019. This is a 
sharp downgrade from the IEA’s forecast 
in February, which predicted global oil 
demand would grow by 825 000 bpd in 
2020.

The IEA reports that the short-term 
outlook for the oil market will depend 
on how quickly governments move to 
contain the coronavirus outbreak, how 
successful their efforts are, and what 
lingering impact the global health crisis 
has on economic activity.

France | Total announces action plan

Total has announced an 
immediate action plan in the 

context of sharp decreases in the oil 
price. 

In the context of oil prices on 
the order of US$30/bbl, Patrick 
Pouyanné, Chairman and CEO of 
Total, announced an action plan to 
be implemented immediately based 
on the following three axes.

Firstly, organic CAPEX cuts of 
more than US$3 billion, i.e. more 

than 20%, reducing 2020 net 
investments to less than 
US$15 billion. These savings are 
mainly in the form of shortcycle 
fl exible CAPEX, which can be 
arbitrated contractually over a very 
short time period.

Secondly, US$800 million of 
savings in 2020 on operating costs 
compared to 2019, instead of the 
US$300 million previously 
announced.

Finally, the suspension of the 
company’s buyback programme – 
the company announced a 
US$2 billion buyback for 2020 in a 
US$60/bbl environment and it 
bought back US$550 million in the 
fi rst two months.

Addressing employees, 
Mr Pouyanné also recalled the 
resilience that the Group’s teams 
demonstrated during the 
2015 – 2016 oil crisis.

UK | TechnipFMC postpones planned 
separation

TechnipFMC has announced that 
it will postpone its planned 

separation into two companies due 
to the current economic 
conditions.

“Market conditions have 
changed materially due to the 
COVID-19 pandemic, the sharp 
decline in commodity prices, and 
the heightened volatility in global 
equity markets”, wrote the company 
in a press release. The impacts of 
these events have created a market 

environment that is not currently 
conducive to the proposed 
separation into TechnipFMC and 
Technip Energies.

The company has reiterated that 
the strategic rationale for the 
separation remains unchanged. 
TechnipFMC stated that it “is 
committed to the transaction and 
continues its preparations to ensure 
that the two companies are ready 
for separation when the markets 
suffi ciently recover.”

USA | API report provides first glimpse of 
impact of COVID-19

The American Petroleum 
Institute’s (API) February 2020 

Monthly Statistical Report 
provides an early indication of the 
impact of the coronavirus 
pandemic on energy markets. 

Data from the report reflect 
the onset of the virus with 
downturns in demand for diesel 
(-9.9% y/y) and jet fuel (-5.2% y/y), 
but a slight increase in gasoline 
(+0.3% y/y), suggesting many 
consumers chose to drive instead 
of fly in February. US gasoline 

demand rose in February to its 
highest for the month since 2007.

The API also reports that 
record US crude oil exports of 
3.6 million bpd contributed to 
strong total petroleum exports 
(9.2 million bpd) that made the US 
a net exporter of oil in February. 

The API notes that since the 
coronavirus impact on US markets 
has largely been felt in March, the 
Institute’s next MSR will provide a 
clearer picture on changes to 
supply and demand.
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Asia | CLG wins multi-technology award from 
Southeast Asian refiner

Chevron Lummus Global (CLG) has 
been awarded a contract by a 

Southeast Asian refi ner for the license, 
engineering and supply of proprietary 
catalyst and equipment for its 
Lubricant Base Oil Group II Project to 
be built in Southeast Asia.

CLG confi rmed that the new 5200 
bpd unit will employ its state-of-the-

art ISOTREATING, ISODEWAXING and 
ISOFINISHING technologies for 
premium 
lube-base oil production.

The refi nery currently produces 
only Group I lube base oils. This 
project will allow the client to meet 
growing regional demand for premium 
Group II and Group III base oils.

China | Zhejiang Petrochemical to use 
Honeywell UOP technology

Zhejiang Petrochemical Co. Ltd 
(ZPC) will use four Honeywell 

UOP PolybedTM pressure swing 
adsorption (PSA) units to supply 
high-purity hydrogen for the second 
phase of an integrated refi ning and 
petrochemical complex in 
Zhoushan, Zhejiang Province. The 
complex is one of several new large 
industrial sites that are part of 
China’s current national economic 
development plan.

Zhejiang Petrochemical earlier 
awarded petrochemical process 
technology licensing, engineering 
design and catalysts for the fi rst two 
phases of the project to 
Honeywell UOP. When completed, 
the new plant will be the largest 
crude-to-chemicals complex in 
China, manufacturing 
petrochemicals to make plastic 
resins, fi lms and fi bres, as well as 
fuels.


Wärtsilä has initiated combustion trials 
using ammonia. The research will help 
the company to prepare for the use of 
ammonia as a fuel that can contribute to 
reducing both the shipping and energy 
sectors’ greenhouse gas emissions.


ExxonMobil is looking to significantly 
reduce spending as a result of market 
conditions caused by the COVID-19 
pandemic and commodity price 
decreases, the company said. “Based 
on this unprecedented environment, 
we are evaluating all appropriate steps 
to significantly reduce capital and 
operating expenses in the near term,” 
said Darren Woods, Chairman and CEO 
of Exxon Mobil Corp. “We will outline 
plans when they are finalised.”

 
AMG Advanced Metallurgical Group 
N.V. and Shell Catalysts & Technologies 
have received all regulatory consents 
necessary for the formation of the Shell 
and AMG Recycling B.V. joint venture. 
Shell & AMG Recycling B.V. will provide 
a long-term sustainable solution for 
catalyst reclamation and recycling.


Work is now complete on the 
modernisation of a 3 million t diesel 
hydrotreatment facility at the Gazprom 
Neft Omsk Refinery. Works undertaken 
have facilitated a 10% increase in the 
production of diesel fuels at the facility, 
which accounts for more than one-third 
of all diesel fuel produced at the Omsk 
Refinery. Improving the efficiency of 
existing facilities forms part of the 
plant’s RUB300 billion development 
programme, under implementation by 
Gazprom Neft since 2008.

Sweden | Preem selects Topsoe technology to 
produce clean fuels

Preem has selected Haldor 
Topsoe’s HydroFlexTM renewable 

fuel technology to produce clean 
renewable diesel and jet fuel at its 
Gothenburg refinery in Sweden. 

The 16 000 bpd unit will have a 
production capacity of 
approximately 1 million m3/yr of 
fuels, which corresponds to 
approximately 25% of Sweden’s 
estimated consumption of 
renewable fuels in 2030. 

This volume of renewable fuel 
can reduce emissions from cars and 

planes by 2.5 million t of CO2 every 
year. The new plant is scheduled to 
be put on-stream in 2024 and will 
be completely dedicated to 
producing renewable fuels from tall 
oil, tallow, and other renewable 
feedstocks.

Preem has signed a letter of 
intent with the airline SAS to bring 
this fuel to the Nordic markets. 
Topsoe will license and supply 
basic engineering, proprietary 
equipment, catalysts, and technical 
services.
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As the industry and the world shift their expectations for how energy is produced and used, Shell 

Catalysts & Technologies delivers versatile, innovative catalytic and process technology solutions that 

drive value today and into the future.  We combine our expertise in catalyst development, technology 
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way—―one that makes every molecule matter.
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Austria | OMV increases shareholding in Borealis

OMV and Mubadala Investment 
Co. have signed an agreement 

that will give OMV a controlling 
stake in Borealis, one of Europe’s 
leading petrochemical companies. 

OMV, which currently owns a 
36% stake in Borealis, will acquire 
an additional 39% from Mubadala, 
increasing its stake to 75%. 
Mubadala will retain a 25% interest. 
The closing of the transaction is 
expected by the end of 2020 and is 
subject to regulatory approvals. 

Rainer Seele, Chairman of the 
OMV Executive Board and CEO, 
said: “This transaction is not just 
another milestone in the 
implementation of our strategy, 
but the biggest transformation in 
OMV’s history. This turns OMV 
into a global oil, gas and chemicals 
group, whose integrated business 
model extends from the wellhead 
to high-quality plastic and 
repositions the Group for a low 
carbon future.”

Brazil | Golar Power signs LNG agreement

Golar Power Ltd has signed a 
protocol of intentions with the 

State Government of Pernambuco to 
develop an LNG import terminal in 
the Port of Suape, located in the 
Northeast Region of Brazil.

With operations scheduled to 
start in 2H20, the project includes 
infrastructure for the supply of 
natural gas and LNG to generate 
electricity, in addition to meeting 
the demands of industries, 
commerce, LNG stations and 
households. 

To this end, Golar Power will 
work in partnership with the local 

gas distribution company, 
Companhia Pernambucana de Gás 
Natural (Copergás) to bring natural 
gas to regions of the state that are 
not yet served by traditional 
pipeline networks. 

The project is expected to use 
the existing port infrastructure 
owned by the state government.

If successfully developed, the 
terminal is expected to benefi t the 
economy of cities in the interior of 
the state, in regions not served by 
pipelines, where natural gas will be 
delivered by road using LNG ISO 
containers.

DIARY DATES

USA | Curtiss-Wright to acquire Dyna-Flo

Curtiss-Wright Corp. has 
announced that it has entered 

into an agreement to acquire the 
stock of Dyna-Flo Control Valve 
Services Ltd for CAD$81 million 
(US$62 million) in cash. Dyna-Flo is a 
designer and manufacturer of linear 
and rotary control valves, isolation 
valves, actuators, and level and 
pressure control systems for the 
chemical, petrochemical, and oil and 
gas markets.

The acquired business will 
operate within Curtiss-Wright’s 
Commercial/Industrial segment and 
is expected to be accretive to 
Curtiss-Wright’s 2020 adjusted 
diluted earnings per share, excluding 
fi rst year purchase accounting costs, 
and produce a free cash fl ow 
conversion rate in excess of 100%. 
Dyna-Flo’s fi nancials are not included 
in the company’s initial 2020 
guidance.
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L atin America’s oil and gas sector can be compared 
to a roller coaster ride. Over the last several years, 
several countries have made thrilling ascents in 
both conventional and unconventional resources. 

Other jurisdictions, unfortunately, have seen their 
prospects plunge in stomach-churning fashion.

Brazil
Thanks to the wealth of its offshore presalt play, Brazil’s 
oil production had reached 3 million bpd by late 2019. 
Because the vast majority of the play is in deep water, 
state-owned Petrobras and its partners have largely relied 
on fl oating production, storage and offl oading vessels 
(FPSOs) to produce the fi elds. During 2019, eight FPSOs 
were anchored into place, with the most recent, 
FPSO P-68, expected to reach full output of 150 000 bpd 
by mid-2020. 

More vessels are planned. In December 2019, 
Petrobras signed a joint venture (JV) with Japan-based 
Mitsubishi to build an FPSO to service the Mero oilfi eld. 
The FPSO Sepetiba will be deployed in 2200 m waters 
185 km off the coast of Rio de Janeiro.

Brazil also produces 4.5 billion ft3/d of gas, but most 
of it is associated with crude production in the Santos 
Basin. The majority is either fl ared or reinjected due to a 
lack of transportation options. Two gas lines connecting 
fi elds to shore are in operation, and a third, planned for 

Jurisdictions in Latin America are 
taking different approaches to their 
oil and gas sectors. Gordon Cope, 
Contributing Editor, explains why this 
will create both prosperity and poverty 
in their respective countries.
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completion in 2021, will bring network capacity to 
1.6 billion ft3/d. Norway-based Equinor has agreed to 
build turbine electricity and LNG facilities in the 
Rio de Janeiro region to utilise the gas.

Guyana
Guyana’s deep water Atlantic continental shelf is one of 
the world’s hottest offshore plays. ExxonMobil and 
partners have made 15 commercial discoveries in the 
Stabroek block and have fi rmed up approximately 
6 billion boe/d in proven reserves. Liza Destiny, a 
120 000 bpd FPSO vessel, started production in 
December 2019. ExxonMobil estimates that there is 
potential for at least fi ve FPSO vessels producing more 
than 750 000 bpd over the next decade.

Mexico
Mexico has six major refi neries with a nominal capacity 
of 1.6 million bpd, enough to meet its domestic fuel 
requirements. Years of mismanagement and lack of 
maintenance by Pemex has lowered operations to 
40% capacity, however, and the country must import half 
of its gasoline, diesel and jet fuel from the US. 

Site preparation is well underway at the new Dos 
Bocas refi nery in the state of Tabasco. President Andrés 
Manuel López Obrador justifi ed the construction of the 
greenfi eld US$8 billion project as the cornerstone of his 
plan to return Mexico to fuel self-suffi ciency. Pemex is 
overseeing construction of the 340 000 bpd refi nery, but 
few observers expect the state-owned company to meet 
the government’s 2021 deadline for fi rst production.

In mid-2019, Eni began fi rst output from its Mizton 
fi eld, located in the shallow waters of the Bay of 
Campeche, using a fi xed offshore platform to extract 
8000 bpd. The Italian company, which has identifi ed over 
2 billion boe (90% oil) in its Area 1 block, plans for two 
more fi xed platforms as well as an FPSO. The vessel, 
under a 15-year contract, will have a capacity of 
90 000 bpd, 75 million ft3/d of gas and 700 000 bbl of 
storage. 

In October 2019, Pemex began operations at its 
Abkatun-A2 offshore production platform in the Bay of 
Campeche. The US$454 million platform, built by 
engineering fi rm McDermott International, replaced the 
original facility that was destroyed by fi re in 2016. The 
new platform has the capacity to produce 220 000 bpd 
and 350 million ft3/d.

Ecuador
Ecuador, a member of OPEC, produces approximately 
550 000 bpd of crude. In August 2019, state-owned 
PetroEcuador called for expressions of interest from 
international companies to build a new refi nery to 
replace its ageing 110 000 bpd Esmeraldas complex. The 
42-year old refi nery has been undergoing extensive 
maintenance for the last several years, but the 
state-owned company has decided that it would be too 
costly to substantially reduce pollution levels. 
Government offi cials estimate that the new facility will 
cost approximately US$6 billion.

Argentina
The Vaca Muerta shale in Neuquen province in Argentina 
holds an estimated 16 billion bbl of crude and 
308 trillion ft3 of gas. Although other areas in 
South America (such as Colombia) show great promise 
with unconventional resources, the Neuquen province 
has been producing hydrocarbons for the better part of 
a century and already has much of the skilled workforce, 
processing and pipeline infrastructure necessary to 
exploit the resource.

State-controlled YPF and international players have 
been sizing up the play for the better part of a decade. 
Shell has announced plans to drill over 300 wells, build a 
processing plant, and construct roads, powerlines and 
pipelines in order to move up to 40 000 boe/d by 2021. 
Chevron, Total and ExxonMobil have all announced 
billions in spending plans. 

The fruits of investment are already being harvested. 
By the end of 2019, Vaca Muerta production had reached 
100 000 bpd of crude and 1.1 billion ft3/d of gas. This has 
pushed domestic production to 514 000 bpd and 
4.6 billion ft3/d. The country has approximately 
550 000 bpd refi nery capacity; demand for diesel and 
gasoline stands at just under 400 000 bpd. Refi nery run 
rates have increased to almost 80%, which has resulted in 
the cessation of fuel imports and the rise of crude 
exports to over 45 000 bpd.

Baker Hughes has estimated that the Vaca Muerta oil 
and gas output could rise fi ve-fold over the next 
fi ve years with suffi cient investment. To meet that goal, 
government offi cials have estimated that it would require 
US$10 – 15 billion annually for drilling and fracking, with 
another US$2 billion to build a gas pipeline and 
US$5 billion to build an LNG plant to allow exports. If 
the stars align, the Argentine government expects daily 
crude output to double to 1 million bpd by 2023. 

Venezuela
Under President Chavez and his successor Nicolas 
Maduro, Venezuela has been going through a decade of 
woes that has seen its oil and gas sector and civil 
society decimated. In early 2019, Juan Guaido, president 
of the opposition-held National Assembly, appointed 
himself interim president. Numerous nations recognised 
his legitimacy. The Trump administration barred US 
customers from paying for Venezuelan oil until a new 
government can be formed. 

OPEC claims that Venezuela produced an average of 
1 million bpd in 2019, but industry sources say the figure 
is likely closer to 800 000 bpd. More alarming are the 
events occurring within Petróleos de Venezuela S.A. 
(PDVSA) itself. In 2017, after jailing former presidents on 
corruption charges, Maduro placed army officers with 
no experience in charge. As many as 30 000 veteran 
employees subsequently left, leaving very few 
experienced staff to run day-to-day operations. 

As a result, PDVSA has largely handed over 
operations to JV partners such as Rosneft and China 
National Petroleum Corp. (CNPC) to keep fields running. 
Insiders have also noted that JV partners have taken on 
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other major roles, including trading, procurement and 
shipping. Opposition members in the National Assembly 
have pointed out that the de facto privatisation is 
illegal. JV partners have also noted the futility of trying 
to operate fields without staff or logistical backup, and 
expect production to plunge further.

In March 2019, a prolonged electricity blackout that 
affected most of the country also crippled the 
downstream sector. Refineries, upgraders and export 
terminals, including the main port of Jose, were all idled. 
In October 2019, two of Venezuela’s major refineries 
were off for several weeks after a lightning storm 
knocked out power. The Amuay and Cardon units in the 
country’s massive 955 000 bpd Paraguana Refining 
Center eventually resumed processing at 40 000 bpd. 
Analysts estimate that domestic refining is operating at 
33% capacity, causing extensive fuel shortages 
throughout the country.

Curaçao
A long-standing dispute over the 335 000 bpd Isla 
refinery and oil terminal on the island of Curaçao 
ended in late 2019 when the government’s state-owned 
RdK signed an agreement with Klesch Group to operate 
the 335 000 bpd facility. The dispute arose when 
US-based ConocoPhillips moved to seize assets of 
PDVSA, operator of the complex. The legal wrangling 
idled the plant. Klesch, which operates a refinery in 
Germany, will purchase the assets and take over 
operations from PDVSA.

Trinidad & Tobago
Trinidad & Tobago (T&T) has been a major LNG exporter 
for the last two decades, with a nameplate capacity of 
14.8 million tpy (which consumes approximately 
1.8 billion ft3/d). In 2019, it exported approximately 
12.5 million t. The country’s long-term LNG export 
prospects are clouded by resource concerns, however. 
Since 2010, output has dropped by 25%, from 
4 billion ft3/d to approximately 3 billion ft3/d, as ageing 
fields have depleted. BP, the major producer of offshore 
gas, has encountered disappointing results in several 
recent exploration wells, and may have to consider 
mothballing up to 20% of its LNG capacity. 

Prospects for T&T’s idle Pointe-a-Pierre 160 000 bpd 
refi nery improved in late 2019 when it was purchased by a 
company partly-owned by Trinidad’s labour union OWTU. 
The refi nery was shut by the government in late 2018 after 
it was estimated to be losing US$300 million per year and 
would require up to US$1 billion to reverse the losses.

The new owner, Patriotic Energies and Technologies 
(Pet) faces several challenges in returning the refinery to 
full operations, including refurbishing and upgrading 
several key units such as the 40 000 bpd ultra-low sulfur 
diesel module. T&T’s crude output has also dropped to 
under 60 000 bpd, and Pet will have to import the 
majority of feedstock at premium prices.

Trinidad’s methanol sector will get a boost when the 
1 million tpy CGCL plant at La Brea industrial park comes 

on-stream in mid-2020. The plant, jointly owned by 
Mitsubishi and state-run Massy Holdings, is guaranteed 
gas feedstock by National Gas Co. In addition to the US 
and Europe, the consortium is targeting Japan as a 
consumer.

Challenges
In Mexico, President Andrés Manuel López Obrador has 
largely halted the oil and gas reforms made by his 
predecessor Enrique Pena Nieto, cancelling licence 
rounds and championing Pemex at the expense of 
domestic and international explorers. Pemex is the 
most indebted oil company in the world, and rating 
agencies have downgraded Pemex bonds to junk and 
reduced Mexico’s credit rating, as well. Investors, faced 
with lower risk in other jurisdictions, are wary of 
further investment in the country.

In Argentina, an extended recession has caused 
rampant inflation and hiked borrowing rates. Many 
smaller exploration firms have idled rigs and reduced 
capital investment; with decline rates in shale wells 
averaging 70% over two years, production increases are 
in jeopardy. The government is working to shore up 
investor confidence by boosting domestic productivity 
and exports in order to reduce debt and balance the 
national budget. Until the oil industry sees an increase 
in economic stability, access to capital market and a 
reasonable rate of return, however, a cloud hangs over 
the longer-term prospects for the sector.

In Ecuador, public distrust of the government 
(fuelled by a corruption scandal involving the previous 
president and the botched renovation of the 
Esmeraldas complex) is hampering efforts to rebuild 
the downstream sector. Inequality between the ruling 
elites and the large indigenous population is also 
fomenting dissent that complicates efforts to 
modernise the economy.

Future
Not all is doom and gloom. Brazil’s new administration 
under President Jair Bolsonaro intends to streamline 
the sector by scaling back local content requirements 
(such as production ship building), increasing auctions, 
and opening up the upstream, midstream and 
downstream sectors to more competition. 

Colombia is reaching out to international firms to 
inject cash into its oil and gas sector and build crude 
reserves. The government held two auctions in 2019 for 
onshore and offshore licences, generating 
approximately US$1 billion in licence fees and 
exploration commitments.

Clearly, Latin America holds great potential as its 
650 million citizens move toward prosperity and 
increased energy consumption. Many jurisdictions, such 
as Brazil and Colombia, are making the necessary fiscal 
and regulatory changes to encourage investment in 
both exploration and infrastructure. But for oil and gas 
participants in countries like Venezuela, prospects over 
the next few years are less promising. 
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