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foreword

the GlobAl enerGy Industry is witnessing the most transformational shake-up since 
a wave of takeovers in the late 1990s created the super-majors as a series of Game Changers 
look set to alter the landscape in 2013. In the wake of $10 oil in the late 1990s we witnessed 
significant consolidation in the energy industry with a wave of M&A activity redefining the 
sector. In the wake of $100 oil we are witnessing a new transformation, less defined perhaps 
but equally as dramatic – NOCs are becoming IOCs; Supermajors are slimming down; 
Independents are now the primary risk pioneers; Service companies are taking on IOC 
activities and Trading firms are building asset bases. The quadrupling of crude prices over 
the last decade has also triggered a black-gold rush in East Africa and unleashed the Shale 
Revolution that has set the U.S. on course towards the holy grail of energy independence.

Sean Evers
Managing Partner, Gulf Intelligence

“Global Energy Industry Faces 
Transformational Game Changers 
in 2013 in the Wake of $100 Oil”

www.senergyworld.com
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“Independents Pose Biggest 
Challenge to Super Majors”
 Tony Hayward, CEO of Genel Energy, former CEO of BP
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I fIrst joIned the oil industry in 1982 – 
as a young rig geologist working for BP in 
the North Sea. One of my first assignments 
was on a semi submersible rig - drilling an 
exploration well on what was to become the 
Miller Oil Field. In those days 300’ was deep 
water and 3D seismic was a novelty and 
seismic work stations had yet to be invented. 

As I reflect on my 30 years in the industry 
and the 150 odd years our industry has been 
in existence, there are three recurring themes 
that have shaped our industry and I suspect 
always will – geopolitics; oil and gas prices 
and technology.

I put them deliberately in that order. 
Geopolitics has always defined the field of 
play. There are countless examples:

The rise of OPEC in the 60’s and 70’s 
- restricting access in the Middle East and 
forced the seven sisters to look for oil in 
Alaska and the North Sea. 

The collapse of the FSU in the early 
1990’s, opening Russia and the countries of 

the FSU such as Azerbaijan and Kazakstan to 
the international oil companies. The opening 
and then just as abruptly the closing of 
Venezuela in the 1990’s. The fall of Sadaam 
Hussein and the reopening of Iraq to the 
international oil companies.

To a large extent oil and gas prices have 
also been driven by politics and they in 
turn have encouraged and enabled great 
technological advances. The rise of OPEC 
more than tripled oil prices and made the 
North Sea and Alaska commercial – the 
industry then created the technology that 
allowed them to be exploited.

The early 1990s was marked by great 
strides in technology in seismic acquisition 

and processing & drilling. That enabled 
the industry to begin its march into ever 
deeper water and ever higher pressures and 
temperatures – and opened up deepwater 
West Africa and the deep waters of the Gulf 
of Mexico.

In the last decade we’ve seen an 
extraordinary revolution in shale gas 
production in the US - a trend that I believe 
we’ll see repeated in many other parts of the 
world. 

Whilst it had a lot to do with the lightly 
regulated US energy market, it was the very 
high gas prices back in 2002-2003 that 
stimulated the market to respond. In this case 
the market response has been so spectacular 
that gas prices in the US have collapsed with 
the full consequences for the global energy 
market still to play out.

Some things are clear – gas and coal prices 
in the US will never again reach the levels 
they did only a few years ago.

The U.S. is sitting on an infinite supply of 
relatively clean low cost energy and may well 
become a net exporter of energy by 2025, 
which has already triggered a major increase 
in investment into manufacturing.

It will also be the only industrialized 
country to achieve its Kyoto CO2 reduction 
targets, despite not having been a signatory to 
the agreement – such is the power of the free 
market!

super mAjors fAIl to  

meet expectAtIons

The super majors were created at the end 
of the 1990’s in response to a period of 
prolonged low oil prices. At BP I was one of 
the prime advocates of the strategic rationale 
for our merger with Amoco and then Arco, 
and with it the creation of the first super 
major.   

With the benefit of more than a decade of 
hindsight I think it’s fair to say as a group the 
Super Majors have met with mixed success.

The original concept was simple - 
economies of scale would make them more 
efficient than the rest of the industry. They 
would attract more opportunities. Their cost 
of capital would be lower and they would be 
able to grow faster than other competitors.

It hasn’t worked out that way – growth has 
been elusive. As a group the Super Majors 
have been unable or in some cases unwilling 
to pursue sufficient opportunities to deliver 
top line growth.

And as an investment class they have been 
distinctly underwhelming – the dramatic PE 

multiple expansion that marked their creation 
has been followed by a decade of multiple 
contraction – to leave many of them at least in 
an investment sense back where they were a 
decade ago.

What they have done is to continue to 
develop outstanding technological capability. 
I see their role as one of operating on the 
technology edge of our industry, doing things 
and managing risks that others cannot or 
choose not to do.

It is one of the great dilemmas – the world 
needs the Super Majors for their extraordinary 
capability and financial capacity. And yet as an 
investment proposition they elicit an enormous 
yawn and in some cases are under pressure 
from investors to break themselves up to 
release the locked up value in their portfolios. 

My prediction is that most will resist this 
temptation - we’ll see them continue to shrink 
their downstream business. It’s commoditized.  
The barriers to entry are low and the returns 
are in most cases much lower than the 
upstream business.

And they’ll continue to struggle to secure 
sufficient opportunities to grow their upstream 
business.

But their legacy positions and their know-

As I reflect on my 30 years in 
the industry and the 150 odd 
years our industry has been 
in existence, there are three 
recurring themes that have 

shaped our industry and I suspect 
always will – geopolitics; oil and 

gas prices and technology.

how developed over decades that is so difficult 
to replicate will preserve their position as the 
standard bearers of our industry for many 
decades to come.

Technology is the lifeblood of the energy 
industry with remarkable developments 
over many decades, however the advantage 
from technology is ephemeral - because 
of the structure of our industry - JVs, tight 
integration operators and service sector – the 
integration role of operators.

As a consequence sharing and plagiarism of 
technology hardware is rife.

The thing that is very hard to replicate and 
what truly differentiates is know-how.  For 
example the detailed geological knowledge 
of a basin built up by successive generations 
of geoscientists – an area my old company 
excels at. Or the know-how that comes from 
multiple applications of a technology to solve a 
particular problem.

Horizontal drilling and hydraulic fracking 
completions - the technology behind the U S 
shale gas revolution is a great case in point. 
The technology in terms of the hardware is 
widely available -- what makes the difference 
is the know-how behind how and where it is 
applied.



8/9An Industry in transition

nocs becomInG Iocs  

– more tAlk thAn ActIon

Much has been made of the rise of the 
National Oil Companies and their transition 
into truly international oil companies in 
recent years.  

When you examine the facts there’s more 
talk than action – the truth is that few have tried 
and even fewer have been successful. One of 
the most notable exceptions is probably Statoil, 
which certainly in my career has gone from 
being a domestic national champion to a truly 
international oil company.   

In most cases NOC’s are effectively an 
extension of their national government – and 
are quite rightly charged with pursuing an 
agenda that is often neither fully commercial 
nor global.

We will see CNPC, Sinopec and CNOOC 
continue to expand internationally and we 
may see Petronas continue its journey. And 
perhaps Rosneft, once it has consolidated 
TNKBP in Russia, will use TNKBP’s 
international positions as a springboard for a 
more international presence.   

But the number of NOCs that will 
successfully make the transition to fully 
fledged international oil companies will 
remain small and it will be a long time 
before a host government with an oil and gas 
problem turns first to an international NOC 
to fix a problem - unless of course there’s a 
state to state deal on the table – and then of 
course all bets are off!

Industry trAnsformAtIon  

& the rIse of Independents

One of the most interesting trends of the 
last decade or so has been the rise of the 
independents. It was the moms and pops that 
opened up shale gas in the US not the Super 
Majors.

It was the independents that opened up the 
recent stratigraphic oil plays on the West African 
margin. It was the independents along with 
Petrobras of course that opened up the subsalt 
in Brazil and more recently West Africa.

And it was the independents that opened up 
the East African Rift Valley and more recently 
the East African Indian ocean margin for 
gas –and closer to home - at least for me- it is 
the independents that have led the charge in 
Kurdistan.

Why is that? 
I attribute it to three things.
Firstly high oil and gas prices – if you get it 

right there’s a lot of money to be made in the 
oil and gas sector right now.

Secondly, when combined with today’s 
global capital markets, it means risk capital is 
freely available to explorers with good ideas 
and the ability to sell their story – you could 
say that my new company is a case in point! 
And thirdly, a legacy of risk aversion and low 
commodity price expectations amongst the 
Super Majors. 

Super Majors have spent too much of the 
last decade locked into the risk mitigation and 
a focus on efficiency, and in my view they 
have been slow to adjust the exploration end 
of their business model to the commodity 
price rise of the last decade.

crystAl bAll outlook

Beginning with geopolitics -- OPEC will 
remain in place and retain its role as the oil 
market manager. Russian state dominance of 
its oil and gas sector will remain

The US will not become energy 
independent but North America as a whole 
will become a net exporter of energy by the 
middle of the next decade.

China’s dependence on the Middle East for 
its energy needs will continue to rise and cause 
it to forge new relationships in the region.

On oil prices I’m a bull – demand will 
continue to rise as more and more of the 
world’s population enjoys a middle class 
way of life.  $100 oil is the new norm – the 
risk is to the upside. There’s plenty of oil in 
the world but in many places politics will 
prevent it from being exploited as rapidly and 
efficiently as it could.

On Gas prices I’m more cautious -- US 
shale gas is a game changer for the world. 

Gas prices in US look like they’ll stabilize 
around $4-5 mmbtu and it is inevitable that 
the link to oil price will break down, which 
has already seen in recent contracts signed 
with Japanese buyers.

Henry Hub linked price has Major 
implications for some of the more exotic 
Australian LNG schemes and for Gazprom 
and their European market. Whilst I don’t 
expect large volumes of gas to be exported 
from North America – some will be – mainly 
from Canada. It has the potential as the 
marginal supply to be the price setting 
mechanism in what is today a fairly open and 
freely traded albeit relatively small market.

Henry Hub at $4, plus $3 processing and 
$2 shipping gets you a landed gas price in 
Europe and Asia of $7-$8 mmbtu. It has the 
potential to reset European prices, and as I 
said will create a challenge for some LNG 
schemes currently under development and 

sets a challenging bar for forthcoming LNG 
schemes in East Africa to compete with.

The fundamental structure of the industry 
–which has been in place since the rise of 
OPEC in the late 60’s and early 70’s will 
remain.    OPEC has been the most successful 
cartel in any industry at any time in history 
and remains in place today – dominating the 
exploration development and production of 
the worlds ‘easy’ oil.

The Super Majors role has progressively 
shifted to doing the tough stuff - the stuff 
others cannot or choose not to do. Only 
the SMs have the technical capability and 
financial capacity to develop the Arctic – even 
Russia has recognized this fact! 

Independents will make an ever bigger 
impact – with prices high they can attract 
capital and have a natural propensity for risk 
and ability to move quickly, that means that 
they and not the NOC’s or the service sector 
will remain the SMs biggest competitor for new 
access and new exploration opportunity. n

 Tony Hayward, CEO of 
Genel Energy, former 
CEO of BP

Super Majors have spent  
too much of the last decade 

locked into the risk mitigation 
and a focus on efficiency, and 

in my view they have been 
slow to adjust the exploration 

end of their business model to 
the commodity price rise  

of the last decade.
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“The Global Oil and Gas 
Industry is in a State of Flux”
His Excellency Mohamed Bin Dhaen Al Hamli,  
Minister of Energy, United Arab Emirates
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American petrochemical companies alone 
have announced investment projects totaling 
over $90 billion. More industry means 
more employment, and with this comes 
an increased demand for oil products, 
particularly transportation fuels.

As oil producers and exporters we are 
confident that the oil market will continue 
to remain stable. Of course, we are aware 
of continued global economic uncertainty, 
despite the boost from lower gas prices. 
However, all indicators point to slow but 
steady world economic recovery.

As our population and economy grow, 
we are determined to sustain and even grow 
our oil exports. We are doing this first of all 
by investing heavily in long-term sustainable 
oil and gas production capacity. New oil is 
scheduled primarily for export as crude or 
refined products, while output from new 
gas fields currently being developed will 
be used for the domestic market, either as 
fuel for power generation or feedstock for 

petrochemical industry.
Additionally, we are developing a balanced 

domestic energy mix aimed at ensuring that 
growing local consumption does not eat into 
our export capability.

As you all know, Abu Dhabi is at the 
forefront of implementing renewable energy 
programmes and is well advanced in building 
four nuclear power reactors. Throughout our 
economy, there is increased focus on energy 
efficiency and conservation.

The UAE is following a clearly defined 
path with carefully established objectives 
aimed at balancing domestic growth and 
continued energy exports. Even at times of 
uncertainty such as these, we are confident 
about the future and our ability to continue 
developing our economy and creating new 
jobs for Emirati nationals, while at the 
same time continuing to export increasing 
quantities of crude oil and refined petroleum 
products, which are needed to fuel the global 
economy. n

His Excellency 
Mohamed Bin Dhaen 
Al Hamli,  
Minister of Energy, 
United Arab Emirates
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Abu dhAbI Is IncreAsInGly the 
hydrocarbon capital of the Gulf, not because 
we are the biggest producer, but because 
we are the regional base for a growing 
number of companies involved in the oil 
and gas industry, including independent oil 
companies, service companies and technology 
providers among others. We serve the entire 
region and beyond, including the Indian 
Subcontinent and East Africa.

Some key questions that  
remain unanswered, but which will 

have a massive impact, include 
the future of Japan’s nuclear 

moratorium and the potential of 
unconventional gas in China.

As we all know, the global oil and gas 
industry is in a state of flux. Game-changing 
events in the last few years, particularly in the 
global gas market with the rapid development 
of unconventional reserves in the US, have 
had repercussions throughout the industry. 
Few countries are immune from its effects. 
Traditional LNG exporters, with plans to sell 
gas to the United States, have had to find new 
markets in other regions.

As US power plants switch from coal to 
natural gas, coal producers are being forced 
to export stocks to Europe, leading to an 
increase in the amount of coal being used for 
power generation. This in turn has an impact 
on the European gas market. It is only a 
question of time before the Asian gas market 
feels the effects of the revolution in the US 
gas market. 

Some key questions that remain 
unanswered, but which will have a massive 
impact, include the future of Japan's 
nuclear moratorium and the potential of 
unconventional gas in China.

Past experience has taught us that the oil 
market is intrinsically, uncertain. Now, we 
can see that the gas market shares the same 
fate. Game-changing events in the gas market 
have been driven, not just by the widespread 
use of new technologies such as hydraulic 
fracturing, but also by the emergence of a 
generation of dynamic new independent oil 
and gas companies who are able to move fast 
in the implementation of these technologies.

Such companies are by their nature more 
flexible and faster-moving than traditional 
IOCs. Not only are they quicker in the uptake 
of new technology, but they are equally 
as quick in acquiring new concessions in 
emerging hydrocarbon frontier areas. 

East Africa is one good example, where 
recent discoveries in Mozambique and 
Tanzania show that there are still plenty of 
untapped conventional gas reserves waiting to 
be discovered.

Of course, we are also major consumers of 
natural gas, with growing demand for power 
generation and to fuel local industry. Already, 
we have taken steps to import gas from Qatar 
via the Dolphin pipeline. In the coming 
years, as our domestic demand grows, we can 
expect to become net importers of natural 
gas.

Lower gas prices are positive for global 
economic growth, not just our own.

Already, in the United States there is talk 
of resurgence in manufacturing. During 
the course of the last 24 months, North 
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“East Africa: The ‘New 
Promised Land’ for Global 
Natural Gas”
H.E. Dr. Salvador Namburete, Minister Of Energy  
Of The Republic Of Mozambique
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ten yeArs AGo, East Africa was a “non-
story”, as far as oil and gas were concerned, 
with complex geology, poor seismic data and 
difficult political factors resulting in only 
a few local coastal explorations with little 
consequences.  Today, the most dynamic 
recent developments in the African natural 
gas sector have been in East Africa.

It should be noted that the first discovery 
of natural gas in Mozambique dates from 
1961 in Pande, followed by another one in 
Temane deposits, until very recently, where 
major discoveries took place in the Rovuma 
basin, with more than 100 TCF so far.

The Rovuma gas development is not the 
only major development of Mozambique 
natural resources. Over the last 10 years, a 
number of mining companies have identified 
large world-class coal deposits at Moatize, 
in the Zambezi Basin, with total exports 
expected to reach over 40 million tons per 
year by 2015, and long term estimates are in 
the range of 100 million tons per year.

Mozambique has a huge energy potential, 
most of which is still unexploited. The energy 

potential includes hydropower, renewables 
(mainly solar, wind, geothermal), natural gas 
and coal.In view of the fact that most of this 
potential is clean, Mozambique is considered 
as a country with a clean energy matrix.

However, the country has a long territorial 
extension, which makes its electrification a 
very daunting challenge, taking into account 
the massive investments required for the 
development of the energy infrastructures, 
including transmission lines, with relatively 
high levels of power losses that need to be 
addressed, among other means, through a 
geographical diversification in the location of 
new power plants.  

The Government of the Republic of 
Mozambique has made tremendous efforts 
to increase the access to electricity by 
Mozambican citizens, particularly in the rural 
areas. 

While in 2004 the rate of access to 
electricity was only 7.0%, in the first semester 
of 2012 we achieved 38%, in an effort to 
meet the domestic demand for power, which 
has been growing at 15% on average per 
year, against the average of 2.5% in SADC 
countries. This tremendous development 
in terms of access to electricity has placed 
Mozambique among the top 3 in the region, 
coming from the last 3 in 2004. 

The government policy prioritizes the 
diversification in the use of existing energy 
sources in the country, from hydro to natural 
gas, coal, and renewables.

The newly-discovered natural gas in 
the country, combined with our privileged 
geographical location in the region, represents 
a challenge and an opportunity for the 
development of projects, including those ones 
with a positive regional impact, which could 
contribute to the economic development of 
these countries and, therefore, strengthen 
our economies through gains from trade in 
energy.

The Government of the Republic of 
Mozambique is developing mechanisms 
for maximizing the use of natural gas in 
socio-economic development of the country, 
through the elaboration of the Natural 
Gas Master Plan. This includes not only 
the priorities set by the Government, but 
also the definition of gas allocation to the 
different projects, and, above all, the training 
of Mozambican citizens to deal with these 
projects.

In order to improve the quality of life for 
the People of Mozambique, while minimizing 
adverse social and environmental impacts, 
there is a need to ensure that energy sector 
development relies on diversified sources, 
despite the abundance of one particular type 
of resource. This means that in addition to the 
hydro potential, we should also examine other 
existing resources such as coal, natural gas, 
and renewable sources of energy.

The allocation for domestic consumption 
of part of the energy generated by the 
new natural gas fired power plants will be 
instrumental to mitigate the energy deficit 
and allow the continuous expansion and 
intensification of access to energy throughout 
the national territory.

The diversification of the energy matrix 

allows for a balanced use of natural resources, 
increased security of energy supply, as well 
as greater control over the environmental 
effects associated with some energy sources. 
This requires that the use of improved 
technologies, such as Carbon Clean 
Technology, is taken into account, whenever 
it is needed.

It’s important for countries to continue to 
share their experiences with other countries 
to strengthen joint efforts with a view to 
making sure that the discovery of abundant 
natural resources in our countries become 
effectively a blessing, and do not turn into a 
curse. We need to ensure that fiscal revenues 
of the gas exploration are used to achieve 
actual growth and multiply the benefits from 
gas exploration through industrialization and 
infrastructure development.

Another important aspect for the African 
countries is the creation of conditions for 
adding value to their natural resources, 
maximizing their value, avoiding export of 
raw resources. 

The new resources discovered must 
be a vehicle for industrialization and 
socioeconomic development of the countries. 
The development of corridors must be 
potentiated with infrastructure to receive and 
distribute natural gas to meet the growth of 

H.E. Dr. Salvador 
Namburete, Minister 
Of Energy  
Of The Republic Of 
Mozambique

In order to improve the quality  
of life for the People of Mozambique, 
while minimizing adverse social and 

environmental impacts, there is a 
need to ensure that energy sector 
development relies on diversified 

sources, despite the abundance of 
one particular type of resource. 

the national demand for natural gas and also 
for future exports to neighbouring countries. 

The high and growing demand for clean 
power makes gas generation one of the 
priority options to Africa to increase the 
access of people to electricity, in alternative 
to pure export of LNG and CNG to regional 
and/or international markets, and also support 
the capping of the national electricity social 
tariff to pro-poverty-alleviation levels.

East Africa is no longer a non-story. East 
Africa is now seen as the “new promised 
land” or the “next epicentre” for global 
natural gas, the newest “new frontier”.

With a view to maximizing the benefits of 
the situation created by these new discoveries 
of natural resources, it’s important to 
underline the role of the private sector in the 
development of the energy sector. I would, 
therefore, like to stress that Mozambique 
encourages the development of public-private 
partnerships.The country has a political 
and legal framework that allows for and 
promotesthese partnerships.

The beneficial development of the oil and 
gas market in our region depends entirely 
on our choice of policies and practices. The 
History is full of examples: bad ones and 
good ones. The choice is ours. All is in our 
hands, and this is the right time. n
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U.S. Energy Independence  
– Could it Change the World  
as We Know it?
William Weld, former Governor of the U.S. state  
of Massachusetts
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u.s. enerGy independence as a game 
changer— we’re not going to be independent, 
of course, we’re still going to need Canada, 
and I think that’s a good thing. Canada has a 
habit of taking the rough edges off the United 
States sometimes in desirable ways. 

But I do think it’s fair to say that we could 
well be a net exporter of energy by as soon 
as 2020, 2025. It may not be LNG, liquefied 
natural gas, as some people are predicting, 
there are logistic issues there. But I think 
overall we should be a net exporter.

Point number one that I would make is 
that in macro terms this is going to happen; 
nothing is going to get in the way. I note for 
the record that the Keystone pipeline down 
from Canada got a clean bill of health in the 
state of Nebraska in January. So that’s just 
another straw in the wind. 

But the gas shale is there in the United 
States; oil shale aplenty as well, although 
we’re not as far along in terms of know-how 
in getting the oil out of the shale as we are 
with the gas. I guess my point is you should 
not think that the environmental issues 

and risks here are going to sidetrack that 
process. There’s much too much economic 
momentum in the US, favorable momentum, 
in terms of impact on the U.S. manufacturing 
plant and U.S. manufacturing jobs. 

Those are the true holy grail of United 
States politics and have been for ten years: 
J-O-B-S. And no amount of lamentation 
and donning of ashes and sack cloth about 
potential harm is going to derail an actual 
engine, a powerful engine, of job creation.

One central question that is arising on 
the back of this is “What is the geopolitical 
impact of U.S. shale production on the 
Middle East?”

And my conclusion on that, I’m speaking 
for myself, not the US government, is that 
the answer is: not much. Not much impact. 
Oil is not going to go away. And in terms of 
price, Saudi Arabia is still going to be the 
swing producer. It maybe that OPEC is going 
to sell a little bit less of its oil to the U.S. for 
the next couple of decades. But guess what? 
They’re going to sell a lot more to India, and 
right behind them China. So that’s not going 
to make a huge difference.

The suggestion is that with U.S. energy 
independence the Fifth Fleet will turn tail 
and steam out of Bahrain and head right back 
to the Gulf of Mexico, or perhaps east to 
Japan. And the answer is: nah, it’s not going 
to happen. There’s just too much going on 
here; this is too important an area of the 
world. Not Secretary Hillary Clinton, not 
Secretary John Kerry, or any prominent U.S. 
politician is going to advocate moving away 
from engagement, serious engagement, in the 
Middle East.

Partly, I think, while people may not realize 
it—it’s kind of a subtle reason—but I think 
this is partly historical and cultural. The three 
great so-called Abrahamic religions: Judaism, 
Christianity, and Islam, all originate here. 
That has a resonance in the US; even though 
it may not be on page one of the newspapers 
because it doesn’t sell newspapers.

Partly this is also economic and cultural 
self-interest on the part of the United 
States. The U.S. has a fairly big stake and a 
huge amount of interest in the many, many 
educational initiatives that are under way 
in the GCC countries. U.S. companies are 
also anxious to participate in infrastructure 
development in this area, which is going to be 
very considerable. 

Because of the Foreign Corrupt Practices 
Act and other reasons, U.S. companies 
may not always be cost competitive, may 
be as slightly higher cost provider. But 
I always have one eye trained on work 
force development, when I look at major 
infrastructure projects. And from the point 
of view of Gulf countries, I would hope 
it may be true in some cases that we, U.S. 
companies, offer more than the competition 
in terms of on-going training for nationals of 
the GCC countries. 

Beyond these cultural and historical 
factors, partly I think -- and again, this is 
me talking, not the State Department or the 
Defense Department -- but as I look at this, I 
think part of it is pure realpolitik, in which the 
Middle East possesses indubitably the three 

great advantages that you can have in the real 
estate industry. And those, as you all know, 
are location, location, and location. In a way, 
the Middle East really sits athwart, or at least 
near to, a majority of sensitive spots in the 
world in terms of security. 

So, gas shale is all well and good, and it’s 
important. And cultural diplomacy is fine and 
it’s also important. But neither one of those 
phenomena is going to repeal the need, the 
real need, for the US to project its power. And 
so sorry to be so direct, but I’m talking about 
hard power here; that is to say, military power. 

The United States is simply not going to 

William Weld, former 
Governor of the U.S. 
state of Massachusetts

 The suggestion is that with  
U.S. energy independence the Fifth 
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leave the Straits of Hormuz to the tender 
mercies of Iran. It’s just not going to happen. 
They’re not going to risk major disruption to 
energy supplies to our major trading partners 
in Asia, South Asia and elsewhere around the 
world, which would happen as a consequence 
of any such move.

So my prediction is that for at least 
multiple decades, business as we have known 
it will go on in the Middle East, the United 
States isn’t going anywhere, and life will be 
good. And beyond multiple decades, I think 
it’s probably fanciful to predict. Thank you 
very much. n
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the AsIAn fInAncIAl crisis was 
associated in the late 1990s with a lot of 
volatility and the fall of demand for energy in 
that region and declining oil prices. And the 
experience that we have seen from 2003 until 
now of the rising of prices and then the spike 
that we observed in 2008 had to do as well 
with expectations about Asia’s demand and, 
of course, expectations about production. 

So obviously, Asia is a very important region 
for a discussion on market volatility.

The question is how do we tackle volatility 
and come up with policies that promote some 
market stability? And this is not easy to resolve. 
There’s conflicting information and many 
interpretations. 

If you speak with the academics, they will 
tell you that they don’t agree with most of what 
the policymakers are saying. They don’t see 
that financial markets had an impact on oil 
prices in any fundamental way, at least with 
respect to the debate of 2008 and 2009. But 
if you talk to some energy policymakers, they 
will tell you that that may be true, but they 
can be very frustrated because when they give 
announcements that they are ready to supply 
more oil to whomever demands it, the market 
does not react or make adjustments to policy in 
terms of energy demand. 

The markets are also very slow to react. So 
one question that we’re dealing with is what 
is going into volatility, and this leads us to a 
broader engagement, a closer engagement with 
the International Energy Agency and OPEC 
partner organizations in a program of work that 
aims in understanding these short-term price 
movements.

Incidentally, all of this also has to do with 
the availability of information, or the absence 
of it, which is a crucial component of outlook 
forecasts and price volatility. 

What happened in the financial crisis? The 
collapse in prices in 2008-09 led to a slowing 
of investments in new energy supplies. And 
that led, combined with the higher growth of 
China, to tighter supplies. But all this was linked 
to expectations and outlooks about energy, and 
these outlooks also vary a lot -- if you check the 
outlooks of OPEC and the IEA for 2035, you 
see a wide range of variations within OPEC 
and outside OPEC, again, because of different 
expectations.

So in the context of this dialogue, the IEF is 
also working with the IEA and OPEC to figure 
out what drives this difference. And it’s not 
easy because you have very busy people but 
also people that are committed to a particular 
methodology, and we’re bringing the experts 
together to figure out what is it that is driving 
these estimates. But the point is that what you 
think about demand will determine what you’re 
going to be investing, what you’re going to be 
doing about supply. And this, for example, to 
include another range of uncertainty, involves 
the energy mix for which you are going to be 
investing. Are you expecting a world of more 
electric vehicles, a world which many more 
consumers are going to have traditional cars, 
in which power plants are going to be run with 
natural gas, or in which we’re going to be using 
solar energy? 

All of these things matter.
So in the context of international energy 

cooperation and OPEC dialogue, the effort 

that the IEF is trying to do is to understand 
better what are these differences, try to 
figure out if they can be bridged. Sometimes 
it’s just a matter of harmonizing definitions 
or coming to agree with technologies, I 
mean with technologies for estimation and 
methodologies. But also we’re trying, and this 
is the final message, to make the market more 
transparent. 

And this is a crucial thing. By transparency, 
I mean data transparency. The Joint 
Organisations Data Initiative, which the IEF 
runs together with six other international 
organizations, which are the IEA and OPEC, 
APEC, OLADE, EUROSTAT and UN 
Statistics. This is an effort at providing more 
data on production, consumption, exports, 
imports, and storage on a timely basis to 
market analysts.

And here I want to leave you with a 
challenge and maybe with a proposal as well. 
It turns out that with every analyst I speak 
with, with every trader I have a chance to talk 
to, the issue of information comes up. And 
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what I see is that everyone would like to have 
more information, but not everyone is ready 
to participate in that effort.

We have a major collective action problem. 
Information is a public good for this market 
and, therefore, it has been underprovided. 
Through JODI, through this initiative, we’re 
trying to solve that challenge, so I’m inviting 
people to help us support JODI, to help us 
maybe engage your corporate responsibility 
and policies by making JODI a stronger 
database that can be available to everyone so 
that we can provide real-time information of 
this type of market balances.

So with better estimates of spare capacity, 
with a better idea of what the outlook for 
demand and supply is, with more transparency 
in markets, and certainly with better regulations 
that are now being discussed with respect to 
price formation, we hope to avoid some of these 
volatility spikes that I was talking about and to 
advance the dialogues so there is much more 
energy security, which is the objective of all of 
those that are participating at the IEF. n
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‘The New Silk Route: Shipping 
Challenges & Opportunities’
By His Excellency Dr. Ali Obaid Al-Yabhouni,  
UAE Governor for OPEC, CEO ADNATCO-NGSCO

We are delighted to introduce you to Mubadala Petroleum
Mubadala Petroleum is an Abu Dhabi-based international, upstream oil and gas 
exploration and production company. We were established as a wholly-owned 
subsidiary of Mubadala Development Company in June 2012, incorporating and 
building on the success and materiality of Mubadala’s existing investments in the 
oil and gas sector.

We manage assets and operations spanning the Eastern Hemisphere, and 
our success is built on a clear purpose, strong partnerships, the passion and 
capability of our people, and our focus on performance.

To find out more visit
mubadalapetroleum.com
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fIrst of All, allow me to make an obvious 
observation about the Silk Route -- namely, 
that it is not new. 

Eight hundred years ago, the first European 
traveled the Silk Route to China, a Venetian 
trader by the name of Marco Polo. He 
followed a route that had already been used 
for more than a thousand years. Over the 
centuries, the route was refined, and by 16th 
Century had changed from being a land 
route to a sea route. The traders also changed. 
Venetians gave a way to the Portuguese 
who in turn were replaced by the French 
and Dutch, and by the 19th Century the 
route was largely dominated by the British. 

Throughout all this time, Arab merchants 
in their dhows transported goods across the 
Indian Ocean. Today, we continue with this 
trade as a leading UAE shipping company, 
connecting the GCC region with the fast-
growing markets in the Indian subcontinent 
and the Far East.

Of course, just as the Silk Route linked 
Europe with China, we too aim to go in 
both directions. We aspire to serve all trade 
flows including those into Europe, North 
Africa, and North American continent. As 
many of you know that the ADNOC group 
has recently undertaken a major expansion 
of its shipping fleet. Over the last two years, 

ADNATCO has taken delivery of seventeen 
new vessels, including product carriers, RO-
ROs, bulk carriers, and container vessels. Our 
combined fleet is a major and growing player 
in the regional shipping industry.

Many may ask why Abu Dhabi would do 
this at such a bad time in the global shipping 
market, when rates are at historic lows and 
many ship owners are being forced into 
bankruptcy. The answer is quite simple. We 
believe that it makes strategic sense to have 
a degree of ownership over the shipping 
fleet that takes our hydrocarbons and other 
goods to the market. Furthermore, we feel 
that it’s important to be present in the entire 
hydrocarbon body chain. We are in for the 
long haul. We know that low rates today will 
be recovered by improved rates in the future. 

Indeed, our fleet expansion plans are 
ongoing. At the present time, we are in a 
position to transport refined products, bulk 
chemicals, and general cargo, all of which are 
strategically important for the UAE in general 
and the ADNOC Group of Companies in 
particular.

However, we are still missing the ability to 
carry the crude oil and LPG produced by 
Abu Dhabi in our own tankers. That is an 
area that we continue to look at very closely, 
especially as Abu Dhabi becomes one of the 
world’s biggest exporter of LPG. 

Our tanker fleet offers value not just to the 
ADNOC Group of Companies but also to 
its clients. By choosing to use our tankers at 
whatever rate is set by the market, traders gain 
from having their valuable cargos carried in new 
tankers, crewed by highly professional seafarers.

Last year, the International Maritime 
Organization celebrated World Maritime 
Day. The theme of the 2012 was “IMO: 
One Hundred Years after the Titanic,” which 
will focus on organization’s roots and safety 
of life at sea. One of the consequences of 
sinking of the Titanic in 1912, in which 
more than 1,500 people lost their lives, 
was the implementation, two years later, of 
first International Convention of Safety of 
Life at Sea, the SOLAS Convention. The 
1914 version of convention was gradually 
superseded, but the version is still in force 
today, amended and updated many times. 

SOLAS values the seafarer above all else 
and it underpins the way ADNATCO and 
NGSCO operate its fleet. Today, I would like 
to pay a tribute to our seafarers, including a 
growing number of Emirati nationals, for the 
safe and efficient operations of our fleet.

The UAE is firmly committed to making 
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its own contribution to energy market 
stability by ensuring its clients have all the 
oil that they require. Markets continue to 
show a degree of volatility that ignores the 
fundamental reality that producers still 
have enough spare capacity to supply all 
requirements. Maintaining market stability 
is the responsibility of both consuming and 
producing nations. Over the last two decades, 
both sides have begun to understand their 
respective needs and concerns. This is thanks 
to the producer-consumer dialogue that 
has resulted in the creation of International 
Energy Forum Secretariat in Riyadh, Saudi 
Arabia.

The IEF, and its Secretary General, has 
played a critical role in bringing both sides 
to the same table, highlighting the fact that 
they are united by a joint desire to ensure oil 
market stability.

Dialogue is important as the first step 
toward the implementation of cooperative 
action. After years of successful discussions, 
the time has come for the development of 
a joint action plan that tackles such issues 
such as energy and investment security, 
fiscal transparency, and the regulation of 
international energy markets. Looking ahead 
to the coming years, turning words into action 
is clearly our new challenge. n
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Energy Company CFOs 
Should Take the Lead in 
Adopting Local Sourcing 
Policies in MENA
By Jonathan Osborne, Vice-President Finance, MENA, Shell
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Allow me to stArt with one demographic 
fact about the Middle East and North Africa: 
According to the World Bank, the economies of 
the region need to create 80 million new jobs 
in the first two decades of the 21 century to 
absorb the new entries to the labor force. 

I see the demographics of this region as a 
huge and historic opportunity, and how the oil 
industry in the region, and specifically its CFOs, 
can support MENA countries to make the most 
of this opportunity. 

Why do I stress the term ‘opportunity’? Mark 
Twain said, “History does not repeat itself, but 
it does rhyme.” This particular rhyme starts in 
1946 with American servicemen coming home 
from World War II and starting families. This 
kicked-off the so called “baby boom” which 
lasted until 1964. During this time America 
added some 79 million babies to the population. 
Why is this important? Because people produce 
and buy things. The more people there are, 
the more they produce and buy leading to 
economic growth. 

Following their entry to the labor market, 

should still see this youth (its vitality, its desire 
for progress, its idealism) as an opportunity and 
not as a problem, as is so often portrayed.

However success will depend on the ability 
to create sustainable jobs and using the vast 
human resources in the region for economic 
growth and development. This cannot happen 
without re-assessment of policies and practices 
by all. 

So what does it mean for the energy 
industry? Let’s take a fresh look at some of 
our industry practices – practices which we as 
Finance leaders often hold dear. 

Some of our most successful contracting and 
procurement strategies over the last few years, 
arguably have worked against local content. 
Adopting industry “best practices” like Low 
Cost Country Supply and Global Framework 
Agreements has meant – in some cases – that 
supply, and jobs, have moved to other countries.

Our industry has also developed very 
sophisticated tendering and contracting 
strategies. These have enjoyed success in driving 
down costs in the labor-intensive construction 
and operations side of businesses. But they have 
often forced contractors to import the ‘lowest 
cost global labor’ in order to be out competing 
one another.

Now in the Finance community we rightly 
take the lead in our companies in driving down 
costs and seeking efficiencies and some of you 
may be thinking – nice aspiration, Jonathan, 
but if you move away from these successful 
strategies you will drive up costs and reduce 
competitiveness. I firmly believe however 
an approach focused on local content and 
supply will in the long term not only be more 
sustainable but also cheaper. 

Allow me to illustrate this point with 
a recent example from our operations in 
Iraq redeveloping the Majnoon Oil Field in 
partnership with the South Oil Company. A 
major logistics challenge which we faced was 
how to move our materials and equipment to 
site. 

The short term solution would have been 
to truck all of this in by road. However the 
venture took the courageous decision instead 
to use the Shatt-Al-Arab waterway – an artery 
of trade in the country for centuries but which 
had been closed for 30 years. This required 
dredging, removal of overhead pylons and the 
construction of a jetty close to the Majnoon 
field. 

Yes – this required substantial investment in 
the short term but it leaves us now with a far 
more efficient logistics operation for the future 
and we have re-opened a key piece of national 

infrastructure which can be used by all for the 
development of the country as a whole. 

People often ask me about the security costs 
of operating in Iraq. Well the most cost effective 
investments we make in security are not what 
we spend on physical or mobile security 
operations – it is the investments we make 
creating jobs for the local community in which 
we operate. 

We have learned in Shell - often the hard 
way – that we can only operate with the consent 
and support of the local communities where we 
conduct our operations. In Majnoon it is this 
support from the local community which is our 
most effective guarantee of security. 

The industry and finance leaders can do 
more to promote local business development 
and support economic growth.

The first is that companies must have 
local content policies and must understand 
where the money that they spend ends up – 
is it really local content, or a local franchise 
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employing foreign labor? With this clarity 
established companies can set targets for 
local content spend – perhaps over a five 
year period – very much in line with what 
Brazil’s Energy Ministry is doing from the 
government side. 

Secondly, I believe we can do more to 
design local content into our projects. As 
Finance leaders we are used to receiving 
investment proposals for projects and take an 
active role in developing contracting strategies 
– but do we think about local employment 
early enough in the project life cycle? In 
new projects, it is possible to ‘design in’ local 
content, if you consider it early enough in the 
project development. 

 I regret that too often we start to think 
about local content only at the tender 
stage – that is just too late. We need a clear 
understanding of local contractor capability, 
and a gap assessment that will allow early 
action to develop necessary local skills. n

this generation of baby boomers is widely 
considered to be the richest and the most 
prosperous in the US history. Compared to 
members of the previous generation, baby 
boomers have collectively earned more than 
twice as much at the same age. Using this 
analogy, the so called youth bulge coming into 
Mena’s labor market can spur the economic 
growth of the region further than any other 
time.

The parallels with post-war U.S. reinforce 
this optimistic conclusion about the MENA 
region: access to abundant energy, high 
standards of education, and an entrepreneurial 
spirit. Of course there are differences, but we 
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Gulf Energy R & D: One 
Common Challenge, Many 
Solutions to Share?
By Frans Van Buchem, Principal Geologist, Maersk Oil

the chAllenGe fAcInG much of the 
Gulf is maximizing energy production with 
patented technology. This paradox of sharing 
technology and information across companies 
and country boundaries versus protecting 
information in order to retain competitive 
advantage needs to find a resolution as the 
recovery of hydrocarbons is an increasingly 
complex and costly challenge facing all 
producers in the region. 

The wealth of the Arabian Gulf is 
tightly linked to the quantity of recoverable 
hydrocarbons. Accordingly, future research 
in the region certainly must focus on 
technologies that maximize oil and gas 
recovery. These include techniques for 
imaging subsurface structures and for 
extracting petroleum from reservoirs. 

The challenge is also global with the 
U.S. Geological Survey forecasting that the 
proportion of international heavy-oil supply 
that is recoverable using existing technology 

stands at 434 billion barrels as compared with 
almost 3,000 billion barrels which remain 
unrecoverable. 

The good news is that the unique 
geological nature of the Arabian plate 
petroleum systems means that many of 
these technical challenges are, however, 
identical in different fields and countries. The 
information, methodology and technology, 
enabling shared research and development to 
cross boarders would be for the benefit of all 
and should be explored – the bad news is that 
it isn’t. 

The major oil fields in the Gulf region, 
such as Burgan & Ghawar, two of the 
world’s biggest, have pumped more than 
half their oil—the point at which production 
traditionally begins to decline. There is a 
moratorium on the region’s biggest Gas field, 
and large amounts of much needed natural 
gas supplies are re-injected into the oil fields 
to maintain pressure. 



36/37

There are many similarities between these 
reservoirs, and operators over the producing 
history of these fields have acquired vast 
amounts of information -- Saudi Aramco 
would have stores of core actionable data that 
it hasn’t even looked at yet. The recognized 
challenge with attempting data sharing 
is the fact that all of this information is 
the result of huge amounts of investment 
from the operators and consequently there 
is a reluctance to offer it to one’s peer or 
competitor for free – but indirect benefits will 
revert back to the data provider in an open 
source environment. 

The opportunity to compare different 
fields to each other could provide untold 
value-added insight into what kind of 
analytical work you might or should consider. 
You could use analogues from one country 
to work in another and that may actually save 
a lot of money. The prospect of comparing 
fields in different stages of their life cycle 
could provide valuable foresight into what 
has been done well or badly on one particular 
field that simply is a bit further down the line 
in its life cycle than your own field. 

Over the past 50 years or so, the 
world’s demand for energy has expanded 
dramatically; from just over 55 million barrels 
of oil equivalent a day in 1960 to around 233 
million barrels of oil equivalent a day in 2010. 
This demand growth was met by a variety 
of energy sources, but the majority has come 
from fossil fuels. 

This expansion is set to continue, with 
OPEC projecting a figure of close to 360 
million barrels of oil equivalent a day by 
2035. It means that energy demand will 
increase by around 50% by 2035. From the 
perspective of oil, this translates into demand 
increasing by close to 23 million barrels a 
day over the period 2010-to-2035. It reaches 
almost 110 million barrels a day by 2035. 

Technology and people continue to 
transform the oil industry, in terms of the 
way resources are identified, developed and 
produced. Technology is bringing out more 
resource from the tight grip of rocks. New 
technologies have also helped transform 
resources once thought unconventional into 
conventional ones. We should remember 
that only forty years ago, all offshore oil was 
considered unconventional. 

Today, this portion of total global oil 
supply accounts for 30%. Over the years, the 
improved quantity and quality of information 
available about different geological structures 
has enhanced the likelihood of finding oil, and 
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extended the reach of surveyors, geologists 
and explorers into more remote and harsher 
locations in the ‘frontier areas’. 

Petroleum science has evolved from basic 
geology to supercomputer-based calculations, 
reservoir simulators and 3D views of deep and 
complex horizons in the subsurface. In terms of 
drilling, we have progressed from drilling tens 
of meters to many kilometers below the surface, 
both vertically and horizontally.

Still, given the low recovery of petroleum 
from most reservoirs, future cooperation will 
be required and shared research will need 
to focus on enhanced oil recovery as the 
Gulf States target double the global rate of 
recovery. Higher petroleum prices in triple 
digits will bring research involving EOR tools 
such as CO2 injection and surfactant flooding 
to the forefront. 

Modification of reservoir rocks to improve 
flow characteristics will play a role in this 
research. Modeling will grow in importance 
as detailed understanding of reservoir flow 
characteristics provides opportunities to 
enhance production. 

The Gulf States have already taken a 
paradigm leap with their participation in the 
International Energy Forum initiative -- the 
Joint Organizations Data Initiative -- which 
is a concrete outcome of the producer-
consumer energy dialogue. The importance 
of exchanging supply and demand data as 
a means to enhance transparency of global 
energy commodity markets is recognized by 
Energy Ministers as being beneficial to energy 
security and in the interest of producers and 
consumers alike. 

The initiative relies on the combined 
efforts of producing and consuming countries 
to build the timely, comprehensive, and 
sustainable energy data provision architecture 
which is a prerequisite for stable energy 
commodity markets. By helping to mitigate 
some of the uncertainties that may be 
detrimental to market functionality, JODI 
aims to moderate undue price volatility, 
thereby increasing investor confidence and 
contributing to greater stability in energy 
markets worldwide. 

The commitment to JODI could present a 
template for Gulf energy producers to create 
a single body to facilitate the collection and 
exchange of subsurface data on the common 
characteristics of their reservoirs, some of 
which literally cross borders. The value of 
transparency and an open source mentality 
is being recognized globally as having more 
benefits than negatives for all involved. n
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Houston, We May Have a 
Problem in 2013- $100 Oil Isn’t 
Solving Talent Shortage
By James McCallum, CEO, Senergy
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nAsA enGIneers staring at unemployment 
found second careers in the energy industry 
after the Space Shuttle programme closed 
down last year, reminding those who are 
listening, not enough it would seem, that 
trying to extract oil and gas from thousands 
of feet under the ground in far remote hostile 
exotic environments is still a pretty cool 
pursuit. 

Unfortunately another year has passed with 
the industry failing to convey this dynamic 
message to young engineers that have only 
Google and .Com in their sights. Time is short, 
especially when you bear in mind that the 
historical source of petroleum engineers has 
been the West. Since the 1970s, 40 colleges in 
the United States, the world’s largest energy 
consumer, offered degrees in petroleum 
engineering. Today, you can count them on 1 
hand. 

Not all is lost, especially with another year 
of $100+ oil, for the importance regarding the 
development of local national talent in countries 

rich in energy resources across the world, 
especially in the Middle East, started to get 
traction at the conference podiums as one of the 
key ways for the global industry to mitigate the 
pending talent crisis. 

The past year also consolidated the post 
credit-crisis investor posture that energy and 
commodities remain the space of choice by 
weary investors exhausted from the roller 
coaster of uncertainty surrounding the ever just 
around the corner economic recovery. That 
said, it has to be acknowledged this thesis did 
undergo a second-quarter 2012 siege as oil 
prices and many commodities appeared to be in 
free fall as China wobbled, propelling obituaries 
to be written declaring the end of the so-called 
commodity supercycle.

Crude oil, food and gold came roaring 
back in the second half of the year to give the 
supercycle at least a stay of execution, but 
perhaps with not the same bullish confidence 
that may trigger many to reconsider the 
investment landscape in 2013 with Europe 

falling back into recession and the U.S. looking 
over a fiscal cliff.

Another year of $100+ oil has brought 
with it changes to the industry the scale of 
which we have not witnessed since in the 
wake of $10 oil in the late 1990s when a wave 
of M&A activity redefined the sector. In the 
last few years we appear to be witnessing a 
new transformation, less defined perhaps 
but equally as radical - Supermajors are 
slimming down; Independents are joining 
forces; Service companies are taking on IOC 
activities; trading firms are diversifying and 
building asset bases – 2013 may bring clarity 
to the destination and consequence of this 
new wave of transformation.

Today, state-owned NOCs control roughly 
three quarters of the world’s reserves, leaving 
super majors on occasion to accept the role of 
glorified service providers. If you study many 
of the big energy concession deals signed these 
days, governments pay IOCs a fee to get oil 
and gas out of the ground, but the IOCs don’t 
own the assets and cannot book them on their 
balance sheets. 

If NOCs are challenging the super-majors 
from above, service companies are encroaching 
into their space from below. To an extent, the 
IOCs only have themselves to blame for from 
the late-1980s to the late 1990s as oil prices 
fell to $10 a barrel, major operators downsized 
and outsourced much of their technical work 
to service companies such as Schlumberger, 
Halliburton and Baker Hughes.

 In June this year Mexico’s Petróleos 
Mexicanos (‘PEMEX’), declared that Petrofac 
together with its partner Schlumberger were 
the selected bidder on the Pánuco integrated 
production service contract in Mexico. The 
contract runs for 30 years, with field operations 
expected to start around the beginning of 2013.

One of the other big themes to soar in the 
year of the multi-billion dollar election was that 
an energy independent America was possibly 
much closer than previously thought – the shale 
revolution entered the common vernacular.  

In 2000, shale gas represented just 1 
percent of American natural gas supplies. 
Today, it is 30 percent and rising. The U.S. 
now seems to possess a 100-year supply of 
natural gas, which is the cleanest of the fossil 
fuels. This cleaner, cheaper energy source 
is already replacing dirtier coal-fired plants. 
Chemical companies rely heavily on natural 
gas, and the abundance of this new source 
has induced companies like Dow Chemical to 
invest in the U.S. rather than abroad. 

The lower US gas prices when compared 
 James McCallum, 
CEO, Senergy

with Europe is now driving a considerable 
manufacturing cost differential for high energy 
users. When the grumbles are coming from 
German manufacturers who are considered 
the last remaining bedrock of an unstable 
European economy, then we need to be 
concerned about long term erosion of demand. 
So incredibly, low energy prices, which are 
great for US manufacturing and consumers, 
could potentially drive a rift between the US 
and Europe in 2013, another problem the EU 
doesn’t need.  

The European Union is going through its 
most profound crisis since its establishment 
more than 50 years ago. The dramatic economic 
downturn that most countries have experienced, 
coupled with a lack of agreement among 
politicians on how to reverse it, has given way to 
increasing social discontent, the rise of political 
extremism, and a general erosion of confidence 
among businesses and citizens in politicians and 
the European project as a whole.

Despite the clouds of uncertainty, I am 
optimistic about 2013. It may yet be a year of 
two halves, but one thing is for sure it won’t be 
dull. Let’s all get out more and spread the word 
and maybe just maybe we will attract some of 
the brightest talent out there to join us oldies 
build an energy rich world that looks forward 
to both a stable economic and political future 
for all. n
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$100 Oil to Sustain  
Through 2013, Industry  
Survey Reports



1.     Yes
2.    No
3.    Taking a Break, before soaring to a  

new plateau
4.    Won’t end as long as central banks are 

printing money – QE5?
5.    It doesn’t matter as Brent has permanently 

transitioned to triple digit price

1.     NOCs are becoming IOCs
2.    Supermajors are slimming down
3.    Independents are now the primary risk 

pioneers
4.    Service companies and trading firms are 

taking on IOC activities
5.    The premise of the Question is bogus

42/43 uAe energy forum survey

Q1. The year has started with a bit of an optimistic bounce as yet another fiscal cliff is averted -- what 
price will Brent Crude Oil average this year?

Q2. Never in the modern history of the global economy has the price of so many commodities – from 
oil, to metals, to agriculture – risen as much and stayed as high for so long. The price increase has 
come to be known as the commodities super cycle: a rare period of higher costs underpinned on the 
demand side by the industrialization and urbanization of emerging countries, notably China, and on 
the supply side by years of under investment during the 1980s and 1990s. Is the Commodity Super 
Cycle Over?

Q3. In the wake of $10 oil in the late 1990s we witnessed significant consolidation in the energy 
industry with a wave of M&A activity redefining the sector. In the wake of $100 oil we are witnessing a 
new transformation, less defined perhaps but equally as dramatic – which of the following will be the 
most significant game changer to watch?
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1.     $120 a Barrel
2.    $110 a Barrel
3.    $100 a Barrel
4.    $90 a Barrel
5.    $80 a Barrel
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Q4. The reserves already discovered will make East Africa one of the next gas frontiers. A hefty 100 trillion 
cubic feet of recoverable gas reserves have been discovered in Mozambique and Tanzania since mid-2010, 
with oil companies involved claiming there is the potential to double this. This has smashed all expectations 
– Which location is the most likely to emerge as the region’s energy center and export hub?

1.     Kenya
2.    Somaliland
3.    Mozambique
4.    Tanzania
5.    There will be no East African Regional 

Energy Hub

The global energy industry is witnessing the most transformational shake-up since a wave of 
takeovers in the late 1990s created the super-majors as a series of Game Changers look set to 
alter the landscape in 2013 -- The Gulf Intelligence Survey canvassed the opinion of 200 energy 
executives on the global game-changers impacting their industry.
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1.    Only in the U.S.
2.   All over the world
3.   Will only be a global game changer if U.S. 

grants export licenses
4.   That could lead to the establishment of a 

global benchmark gas price
5.   Not a global game changer

1.     U.S. Consumers
2.    U.S. Manufacturers
3.    Energy companies
4.    China, which has largest shale gas reserves
5.    Asian consumers as LNG/gas prices will fall

Q7. The International Energy Agency’s most recent World Energy Outlook predicted that the US 
will become energy independent and lead the world in both oil and natural gas production within a 
decade, overtaking Saudi Arabia and Russia. America’s shale oil boom, together with Canada’s oil sands 
and Brazil’s offshore oil, make it hard to deny that the Western Hemisphere’s energy power is gaining. 
How will U.S. foreign policy change over the next decade in this new era of energy independence?

Q8. As a rule of thumb, the probability of a deepwater oil and gas exploration well hitting a discovery 
in a frontier petroleum region is about 20 per cent. But offshore Tanzania and Mozambique in the past 
two years, there have been 24 discoveries from just 27 wells -- Who will be the biggest losers from this 
latest black-gold rush in East Africa sitting on doorstep shipping routes with Asia?
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Q5. One way to get a handle on the enormity of potentially producible hydrocarbons contained in shale 
formations is to estimate how much recoverable oil and gas remain within the source rocks in which they 
were generated as compared to how much producible oil migrated into “conventional” reservoirs -- for 
every barrel of cwrude oil in conventional reservoirs that constitute the bulk of global crude oil reserves 
of 1.3 trillion bbls there are 8 bbls of potentially producible oil equivalents remaining in the source rock that 
generated that 1 bbl of conventional reserves – Is this already a Game Changer...?

Q6. In 2000, shale gas represented just 1 percent of American natural gas supplies. Today, it is 30 
percent and rising. The U.S. now seems to possess a 100-year supply of natural gas, which is the 
cleanest of the fossil fuels. This cleaner, cheaper energy source is already replacing dirtier coal-fired 
plants. Chemical companies rely heavily on natural gas, and the abundance of this new source has 
induced companies like Dow Chemical to invest in the U.S. rather than abroad. Who amongst the 
following will be the biggest winner in this so called shale ‘revolution’?
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20%
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67%
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23%

1.    U.S. will become less willing to provide military 
security in the Middle East

2.   Already seeing impact with Obama “Asia Pivot” 
policy away from Mideast

3.    Arab Spring to ensure U.S. engagement with the 
region for another generation

4.    U.S. will continue to protect the Gulf energy 
exports for at least a decade as U.S. still 
vulnerable to global energy price swings/ spikes

5.    No change as energy independence is a myth, 
and anyway U.S. hasn’t imported much energy 
from the Mideast for some time.

1.    The development of Australian LNG
2.    Qatar LNG exports to Asia
3.    OPEC influence of global markets
4.    East Africa, as the region gets dragged into 

resource conflicts, boundary disputes and 
corruption

5.    Nonsense, Everybody’s a winner!
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