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Editor’s Note
When delegates from across the world converge on S&P Global Platts 34th Annual
Asia Pacific Petroleum Conference (APPEC) from September 24–26, they will be
doing so at a momentous time for Asia’s energy industry.

Mark Pengelly
Editor

Commodity trade flows around the world have shifted significantly in recent years,
with the region – and China, in particular – playing a vital role. US shale oil is
increasingly being shipped eastwards. Last year, China became the world’s largest
crude oil importer, as well as its second-largest importer of LNG. The country is
also taking a lead when it comes to new technology, generating massive demand
for lithium and other battery metals to power electric vehicles. Turn to page 54
for our section on China’s growing impact, which explores these themes and looks
at how the country’s domestic and foreign policy stance may shape the future
commodities landscape.
There are risks on the horizon – not least, the specter of a trade war fueled by titfor-tat tariffs on trade. Indeed, shortly before Insight went to press, China raised
the prospect of a 25% tariff on US LNG. That would have knock-on implications
for US exports to China, which have been rising as Asia’s largest economy seeks to
move away from coal (see page 8).
Markets elsewhere have their own worries. From page 19, Jared Anderson details
how the US power sector is becoming concerned about public faith in market
economics – with some industry observers complaining that wholesale markets are
being distorted by successive government interventions. And today every market
participant, no matter how large or small, must be wary of cybersecurity. In recent
years, the financial industry has largely woken up to the risk of cyberattacks. But
experts warn the energy sector is falling behind – especially given the chaos that
could ensue from a catastrophic attack on a refinery, for example. Read our cover
story from page 12 for more.
In this issue, we’re particularly proud to be shining a spotlight on the contribution
of women in the commodities market. Academic studies point to an increase
in financial performance at companies with greater gender diversity, but sadly
energy and commodities firms lag behind others when it comes to attracting
and developing female talent. Turn to page 34 to read the thoughts of five senior
women leaders from firms such as BP, Repsol and Santos on how this issue can be
addressed, with an introduction by Jodie Gunzberg of S&P Dow Jones Indices.
Finally, don’t forget to turn to page 79 to find out who the runners and riders are in
the 2018 S&P Global Platts Top 250 Global Energy Company Rankings, our annual
rankings recognizing outstanding financial performance.
plattsinsight@spglobal.com
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Trade war: could LNG feel the chill?

Trade war:
could LNG
feel the chill?
US LNG exports to China have taken off in recent years,
but there are fears they could be hit by the ongoing trade
war. Eric Yep investigates the potential knock-on effects
for Chinese buyers, US sellers and shipping markets

8 Insight
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T

he ongoing US-China trade war has
raised concerns about a key driver of
LNG shipping demand – the trade flow
between the US and China – but it is also
expected to further the commoditization of
LNG as it creates more trading opportunities
and the need for shipping optionality.

China in early August threatened to impose a 25%
tariff on US LNG imports, in retaliation for another
round of US tariffs on $200 billion worth of Chinese
products. LNG market participants have indicated
that China’s proposed tariffs on US LNG, and the
subsequent readjustment of trade flows, is probably
the biggest disruption the industry has faced
since Japan’s Fukushima earthquake in 2011, and
bigger than the trade embargo on Qatar in 2017.
The biggest market tapped by US LNG so far has
been China, where government anti-pollution
policies are pushing end-users to switch from
coal to gas. Average LNG shipping distances have
increased the most for LNG originating from the
US in the past five years, to 9,268 nautical miles/
voyage in 2018, from 3,771 nautical miles/voyage in
2014, according to S&P Global Platts Analytics.
Beijing did not give an implementation date for
the tariff, but the uncertainty left Chinese buyers
scrambling for substitutes and approaching
independent trading houses and oil majors
for options to divert their US spot cargoes,
and swap them for non-US LNG ones.
If implemented, the tariff will take between
one and two months to kick-in, which leaves a
narrow window for buyers, sellers and traders
to adjust their business accordingly.
The market now calls for a greater role to be
played by intermediaries like LNG traders, and for
shipping optionality to absorb the impact of trade
flow disruptions. This would support the growth
of both the spot LNG and shipping markets, and
they are interlinked. Historical trade flows also
suggest that disruptions can actually increase ton
mile demand, as substitutes are imported over
longer distances, such as Asian demand pulling
in gas supplies from the northern hemisphere.
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This year Chinese spot buying
has been on average just
under five cargoes/month –
however, in January that was
the equivalent of 23 cargoes
Demand factors like China’s coal-to-gas switching,
peak winter and natural disasters have previously
pushed S&P Global Platts JKM prices high enough for
Asia to attract LNG from as far as Statoil’s Hammerfest
LNG terminal in Norway, and Russia’s Yamal LNG
project in the Arctic. “This year Chinese spot buying
has been on average just under five cargoes/month
– however, in January that was the equivalent of
23 cargoes,” said S&P Global Platts Analytics,
highlighting the scale of China’s winter demand.

Shipping demand risks
The US-China trade war has raised some concerns
about a contraction in shipping demand as Chinese
buyers realign their purchases of spot US LNG
cargoes, and replace them with LNG from the
Middle East, Nigeria, Southeast Asia or Australia,
which are closer to Chinese ports. The risks were
exacerbated by US commitments to make it easier
for European countries to buy American LNG by
reducing trade barriers, in recent announcements
from Washington. US-Europe shipping distances are
shorter and the NATO alliance has a vested interest
in reducing Russia’s grip on Europe’s gas supply.
But the fact that China will remain a growing
demand center will have knock-on effects on
LNG pricing, including LNG shipping rates,
according to S&P Global Platts Analytics.
“While China is trying to manage its procurement
in the light of potential US tariffs, the fact remains
that if they start buying spot volumes, prices will
move. While we don’t expressly forecast shipping
rates, our current expectations for LNG demand
in Northeast Asia suggests shipping rates in
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US LNG exports to China
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the Pacific to reach $82,000/day [this winter],”
according to S&P Global Platts Analytics.

our business is a very long-term one, and it is well
understood that China needs US LNG,” he added.

LNG vessel spot rates started 2018 at a high of
$85,000/d, then eased to a year-low of $45,000/d
in May 2018. By June 2018 rates had risen to
$95,000/d in Europe again on summer demand,
nearly 2.5 times more than the previous year, before
slipping to $75,000/d in July-August. This compares
to LNG vessel spot rates of over $120,000/d in
2012-2013 when ship supply had tightened.

Trade war impact

Separately, S&P Global Platts reported that another
deal for state-run Sinopec to invest in the $43 billion
Alaska LNG Project, appears to be on schedule for
commercial agreements to be signed by the end
of 2018, as officials expect the trade dispute to
be resolved by the time the project is operational
in 2024. Under the proposed deal, Sinopec would
purchase 75% of Alaska LNG’s planned 20 million mt/
year of production, and Alaska Gasline Development
Corp will hold 25% of output, or 5 million mt/year,
for other potential purchasers, primarily in Asia.

The real concern is the long-term impact of the
trade war on Chinese LNG investments in US
projects, and the competitiveness of US LNG in
the context of new LNG projects in other countries.
US-based LNG exporter Cheniere Energy said
the tariff may affect talks with Chinese buyers
about future contracts, but its existing long-term
contract with PetroChina will not be impacted.

But market participants have their doubts. “Longterm market consequences are likely to be felt on
new supply developments as it would restrict the
target market for developers of new US LNG projects
trying to find new long-term contracts,” consultancy
Wood Mackenzie said. However, it added that
plenty of appetite exists from other buyers in Asia
and Europe for second wave US LNG projects.

“The early contracts of PetroChina are heavily
weighted towards the winter. We’re hopeful that
the US and China can come to some resolution
quickly,” Cheniere CEO Jack Fusco said in August
during an investor earnings call, noting that in the
long-run Chinese tariffs may slow down discussions
with other Chinese investors. “From a high level,

This was evidenced by Cheniere Energy signing
a new sales and purchase agreement in August
with Taiwan’s incumbent LNG buyer CPC Corp for
2 million mt of LNG/year over 25 years from 2021.
The SPA is expected to support Cheniere Energy’s
export expansion plans in the US Gulf Coast. n
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Cybersecurity: living dangerously

Cybersecurity:
living dangerously
From pipelines to refineries, oil and gas companies are responsible
for critical infrastructure that is a prime target for cyberattacks.
But cybersecurity experts say the industry has been worryingly
slow to respond, write Katherine Dunn and Herman Wang
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B

ut for a coding error, an attempted
cyberattack last year on a
petrochemical plant in Saudi Arabia
could have led to a catastrophic explosion.

report by industrial services provider Siemens
and the Ponemon Institute. However, only 47% of
Middle East oil and gas companies surveyed in the
report said they prioritize continually monitoring
all infrastructure for cyber threats and attacks.

Malware implanted into the control system to
sabotage the plant accidentally triggered a shutdown,
but investigators say the attack was one of the
most technologically advanced they had ever seen.
Chillingly, they say the assailants – still not publicly
identified – have likely already fixed the glitch
and are lying in wait to target their next facility.

“In general, the oil industry is conservative in nature,”
said Gary Williams, a senior director for Schneider
Electric, which installs control and safety systems
in refineries and other critical infrastructure often
targeted by hackers. “The industry tends to take
an ‘if it ain’t broke, don’t fix it’ approach to how
we operate. But we must change this model, and
our culture, when it comes to cybersecurity.”

That close call and several others have many
experts convinced that the oil industry,
even as it invests millions of hours on safety
procedures, is ill-prepared on the cyber front.
“The sector is becoming fair game. [Hackers] are
seeing opportunities to attack the sector, and facility
operators believe they are very well-protected,”
a Washington-based cybersecurity analyst at
FireEye and former oil industry consultant, Marina
Krotofil said, “It is not a good combination.”
Much of the focus on energy-related cybersecurity
has been on power plants and grids, but authorities
say oil and gas companies — responsible for critical
infrastructure including refineries, pipelines and ports
— are ripe targets for hackers to implant malware that
can disrupt operations, endanger public safety, wreak
havoc on markets and disclose sensitive information.
Spending on security measures is insufficient
by and large, and collaboration among
companies on best practices is woeful, given
the secretive and competitive nature of the oil
business, according to people in the field.
Often, national security can be at stake. In the Middle
East alone, which accounts for more than a third
of global crude production, cyberattacks cost the
oil and gas industry $1 billion last year in outages
and loss of confidential data, according to a March
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Some experts warn it may take a major successful
cyberattack for the industry to fully grasp how
great the danger is. “Organizations need to invest
in cybersecurity, but they don’t see it’s a major
threat,” senior research fellow with Chatham House’s
International Security Department Beyza Unal, said.
“We haven’t seen an event where an entire critical
infrastructure got taken out. But it will happen.
So how do you get companies to invest in that?”

More complex, more often
Across the industry, energy companies spend less than
0.2% of their revenues on cybersecurity, according
to a recent analysis by consultancies Precision
Analytics LLC and the CAP Group. That is less than a
third of what banks and financial services companies
spend protecting their businesses from hackers.

Some experts warn it may take
a major successful cyberattack
for the industry to fully grasp
how great the danger is
Insight 13
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Meanwhile, hackers targeting the industry don’t
discriminate by size. Spanish oil company Cepsa is
a relative minnow compared with giants like Saudi
Aramco or ExxonMobil, but still finds its network
targeted about 20 times each day. “Both the range
and number of potential attacks are increasing,”
Cepsa spokeswoman Marta Llorente Señorans said.
None of the attacks has succeeded, to its
knowledge, according to company officials. Its
facilities have not failed, and its operations have
remained unscathed by any cyber-related outages.
The company, which operates two refineries with
a throughput of 430,000 b/d and holds working
interests in upstream projects with an output of
about 100,000 b/d, is increasing cybersecurity
spending by a minimum of 25% annually.
Eni, the Italian energy giant, said it has fended off
several cyberattacks targeting its industrial control
systems, including at the company’s refineries.
“Cyberattack is one of our corporate top risks,” Eni
spokesman Roberto Carlo Albini said. “We have
developed a specific security architecture for
industrial control systems, we perform vulnerability
and security assessments on our infrastructure
regularly, and we have a dedicated team for
security monitoring and incident response.”
Cepsa and Eni’s acknowledgement of the problem is
unusual. Many oil and gas companies contacted by
S&P Global Platts for this story — ranging from stateowned companies to integrated majors, independent
refiners and terminal operators — declined to comment
on the issue or disclose cyber defense spending.
Few disclosed any assaults on their systems.

Unknown unknowns
But experts say that known attempts account
for likely just a fraction of the assaults launched
every day – and it’s the ones that remain
undetected that are the most worrying.
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Many malware programs are intended to gather
information on a plant, not necessarily launch an
imminent attack, and they may lurk inside a system
for months or even years before their creators gain
enough intelligence to develop and unleash custombuilt viruses that can take down an entire facility.
Hackers who have gained access to a system may
just be waiting for the right moment to do their worst,
said Daniel Quiggin, a research fellow at Chatham
House who specializes in energy systems. “A lot of
reconnaissance has gone on,” he said. “To what end, we
don’t know, and that is why everybody is so concerned.”
In the case of the Saudi petrochemical plant incident,
hackers implanted malware into the facility’s
Triconex safety control system — hardware and
programs manufactured by Schneider Electric —
which regulates voltage, pressure and temperature.
But rather than forcing a shutdown or disruption
of the plant, the malware sought to reprogram
the safety system, so that fail-safes would not be
triggered when a subsequent piece of malware
caused the plant to overheat, explode or otherwise
catastrophically malfunction, according to FireEye.

Hackers who have gained access
to a system may just be waiting for
the right moment to do their worst
Given the sophistication of the malware involved and
the likely long development time and cost it would
have taken to build, authorities say only one kind of
actor could be behind the intrusion: a nation state.
Investigators continue to look into the incident
and have neither named the facility nor identified
the attackers, though officials suspect they were
backed by Saudi Arabia’s longstanding geopolitical
rival Iran, a charge Tehran has denied.

Insight 15
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With tensions rising in the Middle East, Krotofil
said to expect more incidents targeting oil and
gas operations there. “It’s strategic,” she said.
“It’s countries where their ability to produce or
not produce oil has a huge impact on global oil
markets. Therefore, there [are] continuous, multiple
attempts to disrupt operations in the Middle East.”
Iran has been steadily building its hacking
capabilities, and the fear among US security experts
is it could then turn a volley of attacks on the US,
as it withdraws from the nuclear deal and reimposes sanctions that bite at Iran’s oil exports.
“There are legitimate reasons to be concerned that
Tehran’s intention in targeting critical infrastructure
is to hold social and economic assets in adversarial
countries at risk in the event it needs to escalate or
retaliate during conflict,” the Carnegie Endowment for
Peace warned in a recent report on Iran’s cyber threat.
But Iran, too, has been a cyberattack victim. In 2010,
the Stuxnet virus struck Iran’s Natanz uranium
enrichment plant, manipulating its computers
to send its centrifuges spinning at dangerous
speeds. That incident occurred in the lead-up to
an Iranian presidential election, and media reports
later attributed Stuxnet to the US and Israel.

Late to the game
As the scale and complexity of malware has
exploded in recent years, cyberwarfare has
emerged as a new front in the battle to gain
geopolitical supremacy. Governments and
companies are scrambling to stay ahead of
hackers and protect vital assets and resources.
But maintaining adequate cyber defenses is
costly, as systems must be constantly updated
to stay ahead of hackers as they innovate.
The industry has yet to agree on common standards,
though trade associations, such as the International
Association of Oil & Gas Producers and US
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refineries group American Fuel and Petrochemical
Manufacturers have fostered discussion among their
members, in concert with governmental bodies.
However, oversight is uneven and restricted by an
inability for national governments and companies to
keep pace with the rapid development of malware
threats, consultancy Oxford Analytica said in a
recent report. Many governments are already late
to the game and hampered by a skills shortage.

Attacks in recent years have
become far more sinister
“Although leaders might acknowledge the
growing importance of the issue, few understand
how to proceed,” the report said.
Also troubling is a growing relationship between
state actors and criminal groups, with countries
providing funding to low-level cybercriminals,
as well as access to sophisticated hacking
resources via encrypted dark web sites.
“I think what’s interesting that we’ll see in maybe
five, 10 years’ time is the nexus between organized
crime, terrorist organizations and hackers on
the dark web,” Chatham House’s Unal said.
In the past, cyberattacks on oil facilities typically
involved cybercriminals seeking proprietary information
such as production levels, which they could use
for market manipulation, said FireEye’s Krotofil.
But attacks in recent years have become far more
sinister, ambitious and potentially destructive.
Cyberattacks “have become much, much more complex,
much more dramatic,” she said. “Attackers right now are
trying to attack everything and see how far they go.”
It is a risk that oil and gas producers
can no longer ignore. n
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Hacking a refinery: a how-to guide

In October, four South Korean
hackers in Shanghai spent seven
hours attempting to infiltrate an
oil refinery’s corporate network to
gain access to its control systems
and shut the facility down.
Another 15 minutes or so, and they
likely would have succeeded.
Fortunately for the industry, the
attack was not real. It was performed
in a live-televised cybersecurity
competition put on by Internet security
firm Kaspersky Lab. The competition
pitted teams from around the world
against each other in a race to breach
a model of a real oil refinery that
is one of the company’s clients.
None of the three teams in the
final managed to bring the refinery
down; the South Korean team came
closest and won the contest. But
as the organizers note, real-world
hackers do not operate under
such tight time restrictions.
“The contest demonstrated once
again that, by exploiting weaknesses
in the corporate network’s protection
and network configuration faults,
a remote threat actor can gain
unauthorized access to the
industrial segment of the network,”
Kaspersky’s industrial control
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system vulnerability research group
manager, Vladimir Dashchenko, said.

and reportedly is weighing
sanctions against the company.

This was the third annual
cybersecurity competition that
Kaspersky has held. The 2016 contest
invited hackers to penetrate the
network of a model power plant.

The company denies the charges
and says it is “caught in the
middle of a geopolitical fight”
between the US and Russia.

The competition highlights
the vulnerabilities of critical
infrastructure, including oil refineries,
as the stakes of cyberwarfare grow.
The environmental and human toll
of a cyber-induced disaster could
be significant, to say nothing of the
disruption to oil and gas markets.
“Oil and gas is one of the industries
that is essential to how societies and
economies function,” Dashchenko said.
The Moscow-based company earlier
this year said it discovered malware
infecting a control system installed
at more than 1,000 gasoline stations
that would have allowed hackers to
shut down fueling systems, change
fuel prices and cause leakages,
among other acts of sabotage.
Kaspersky itself has faced
allegations of helping the Russian
government spy on its customers,
as the US has banned the use of
its products on federal networks

Malware lurking
Most sophisticated cyberattacks
on oil refineries and other critical
infrastructure are multipronged.
Hackers will first try to infiltrate
the facility’s distributed control
system (DCS) or supervisory control
and data acquisition system
(SCADA) by installing malware
that collects intelligence on its
operations, security features and
other sensitive information.
They will often also try to gain access
to the plant’s independent safety
control system, usually with the
intention of being able to override
automatic shutdowns.
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The malware installed to gather this
data can lurk on systems for years
undetected. Then, when assailants
have gleaned enough information on
the facility’s vulnerabilities and the
time is right for an attack, they will
unleash the targeted, sophisticated
code they have developed to bring
down the refinery – or worse, cause
a catastrophe, such as an explosion
that was narrowly averted at a Saudi
petrochemical plant last year.
Investigators say that attack was foiled
because of a glitch in the malware that
had targeted the plant’s safety system.
“Most of the activity seen has been
reconnaissance penetrating systems
to try to understand these SCADA
systems, such that when the attack
is made, it’s effective,” said Daniel
Quiggin, a fellow at Chatham House
who studies energy systems.
To reduce the risk of being hacked,
many facilities are “air gapped,” or
isolated from public networks. But air
gapping is not foolproof, as hackers
can still use creative methods to
exploit security holes and access
secure internal networks. For example,
they could steal personal information
from an on-site vending machine
that uses a wireless internet signal
to transmit data and use it to breach
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the refinery’s secure operating
and safety networks, or program a
security camera’s infrared LEDs and
sensors to transmit information.
“It’s good to have isolation, but
there’s no such thing that could
secure you with isolation,” said
Beyza Unal, a senior research fellow
with Chatham House’s International
Security Department. “Now we are
in an age where the legacy systems
can’t cope with today’s needs.
There are so many cases where we
know air gapping wasn’t enough.”
Once the air gap is breached, facilities
are as good as hacked. Companies
are largely focused on protecting the
perimeter of a plant from hacking,
but have relatively few tools to detect
or prevent an attack once the hacker
is inside the system, experts say.

Capture the flag
In the Kaspersky contest, the
teams had to solve several tasks to
breach the perimeter of the model
refinery’s corporate network. Once

they had accomplished that, they
would be required to figure out
the internal industrial system’s
communication protocols and
command the refinery to shut down.
The South Korean team was at the
final stage of the corporate network
level, the most difficult part of the
competition, when time expired.
Had they gotten past it, the rest of
the job would have been “very easy
compared to the previous tasks,”
Dashchenko said. “Based on our
estimation, they were just 15-20
minutes away from completing it.”
The event did not reveal any previously
unknown security holes, known
as zero-day vulnerabilities, as
happened in Kaspersky’s previous two
contests. But these exercises, known
as “capture the flag” or CTF, are a
crucial step for testing the security of
computer systems, as the conditions
closely model real-life scenarios.
“Everything that happens at a CTF
site can also happen to real critical
infrastructure and industrial systems,”
Dashchenko said. “Cybersecurity
risks [for oil refineries] are still high,
and the industry should still take
proper security measures for better
infrastructure protection.” n
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Power markets
on the rocks
Amid shifting market structures, resource mixes and policy
sets, some argue that US wholesale power markets are
in danger. The coming months and years will prove critical
in determining their future, writes Jared Anderson
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US

power markets are in the
spotlight amid a flurry of
power plant retirements and
subsequent efforts by various forces to
keep them afloat. Some market watchers
suggest the shifts in market structure,
resource mixes and policy sets should
come as no surprise – and that perhaps
the country’s experiment with competitive
wholesale markets should be abandoned
– while others believe that power markets
will persevere and even expand.
US power markets were restructured in the 1990s
to introduce more market-based competition and
separate monopolies many utilities had on the
value chain from generation to transmission and
local delivery. But in recent years, the merchant
power generation model, in which generators
earn profits by selling energy and capacity in
wholesale markets, has come under threat –
with coal and nuclear particularly hard hit.
Squeezed by abundant shale gas and the growth
of renewables, coal plants have been shutting at
a rapid clip, with 46.5 GW having retired between
2013 and 2018. That total does not include
permanent conversions to natural gas, which
might account for about an additional 10 GW,
according to S&P Global Platts Analytics.
In addition, 4.8 GW of nuclear capacity has
retired over the same timeframe. On a net
basis, nuclear plant owners have announced
10.8 GW of retirements by 2023.
While many of these plants are older and less
efficient than newer technologies, coal and nuclear
power plants have also struggled to make money in
competitive markets, where cheap natural gas prices
have put downward pressure on power prices.
In order to stem the tide of recent coal and nuclear
plant retirements, the US Department of Energy
issued a Notice of Proposed Rulemaking last
September, calling for cost recovery for power
plants that maintain 90 days of fuel onsite. The
DOE had argued that select nuclear and coal-
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fired facilities needed financial support to remain
operational and support power grid resilience.
In January, however, the Federal Energy Regulatory
Commission rejected the NOPR, saying that US power
markets were not facing a supply risk. But FERC did
agree to study the resilience of the US power system,
a process that was ongoing as Insight went to press.
In June, US President Donald Trump directed Energy
Secretary Rick Perry to take emergency steps to
help financially struggling coal and nuclear power
plants. Perry has confirmed DOE is considering
whether two obscure laws could be used to that
effect, but has given no timeline for acting.
Perry told reporters in late June that power
market economics are “secondary from my
perspective,” when considering grid reliability
through a national security lens.

Markets “on life support”
“I would go so far as to say that the pure restructured
model is, at best, on life support in many of the
states where it was adopted,” said former FERC
commissioner Tony Clark in a recent editorial. “The
federal wholesale regulators at FERC designed an
entire construct around the restructured market
model, but places like New York, New Jersey,
Massachusetts and Illinois can no longer credibly be
called full retail choice/restructured states,” he said.
Clark’s colleagues at law firm Wilkinson, Barker &
Knauer wrote in a recent white paper that the only
functioning regulatory constructs for electricity
were vertically integrated markets with planned
utilities underneath residual energy markets,
like the Southwest Power Pool and Midcontinent
System Operator. The deregulated model “lays in
tatters, trampled by interventions,” they said.
In addition to shifting economic winds fanned by
the shale gas revolution and decreasing costs for
renewable energy sources, restructured power
markets are being challenged by state clean
energy mandates, public policies and subsidies.
“I think they’re [power markets] in real danger of
unraveling,” David Ismay, senior staff attorney with
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the Conservation Law Foundation, said during a
panel discussion in May at the S&P Global Platts
Northeast Power and Gas Conference in New York.
In the name of addressing climate change and local
air pollution, states – particularly in the northeast –
have been enacting policies like renewable portfolio
standards and, more recently, zero-emissions credit
programs to save nuclear power plants that don’t
release carbon or other smokestack pollutants.

US power generation fuel mix
US POWER GENERATION FUEL MIX
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Often described as “out-of-market” subsidies, such
policies irritate competitive power markets by favoring
certain generation sources. Market purists say these
policies have no place in the wholesale markets and
regional grid operators have been creating rules to
protect market integrity from policy distortion.
This is not without controversy, however, and has
led to friction between grid operators, merchant
generators and states in New England, New York and
the PJM Interconnection. Nuclear plant subsidies and
potential action from the DOE to save selected coal
and nuclear plants “threaten the foundations of the
PJM capacity market and the PJM energy market as
well as the competitiveness of PJM markets overall,”
the grid operator’s independent market monitor,
Monitoring Analytics, said in a recent report.

Carbon price needed
Multiple experts pointed to the lack of a carbon
price as a strong contributor to competitive
power market stress. “The primary issue remains
the failure to implement means of pricing
carbon, and the corresponding failure of state
governments to rely on such mechanisms in
lieu of technology-specific targeted incentives,”
said AJ Goulding, faculty affiliate of Columbia
University’s Center for Global Energy Policy and
president of London Economics International.
“More broadly, the issue that competitive electricity
markets need to grapple with is how to economically
dispatch a growing mix of zero marginal cost resources
and storage as these resources increase their share
of the overall installed capacity base,” he said.
Due to the absence of a coherent carbon pricing
policy, states have been using second- and third-
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best methods to direct investments, said William
Hogan, the Raymond Plank Professor of Global
Energy Policy at Harvard University’s John F.
Kennedy School of Government. “As always, the
confused situation sets the stage for special
interest pleading for government to subsidize or
mandate investments that would otherwise be
uneconomic but have powerful supporters,” he said.
Scott Miller, executive director of the Western
Power Trading Forum, said there was a “push me,
pull you” effect with regard to states pushing
renewable portfolio standards, federal policies of tax
credits and other subsidies that are now producing
inexpensive renewables that knock traditional
thermal baseload generation out of the dispatch.
“Markets will survive because they make the
most sense over time as macroeconomic
effects that are unknown now eventually cause
a return to rationality and market economics,”
Miller said. “However a lot depends on what
FERC does in the short-term,” he added.

Renewables optimism
Beyond the current challenges, there is some
optimism about the potential for wholesale power
markets to ensure a more efficient allocation of
energy resources in future. If small-scale distributed
generation and renewables became more widespread,
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Harvard University’s Hogan said that markets and
price signals would likely play a key role. “If the
future implies expansion of distributed energy
resources that are going to facilitate operations,
then it is hard to conceive of success here without
a market and improved pricing signals,” he said.
“Hence, from the perspective of short-term
wholesale markets, the experiment has not run its
course. If anything, we are on the cusp of a great
expansion of the importance of markets in the future
electricity system,” Hogan said. The short-term
markets needed improved pricing, most notably in
terms of treating scarcity conditions and providing
the right signal at the right time, he added.
Power markets are clearly at an inflection point
where they could devolve into more regulated
structures, or new hybrid models. The next few
months will be critical, as some market participants
pursue their agendas and others brace for the
impact of potential federal intervention.
“The future of competitive wholesale markets is not
preordained but will play out case by case, issue by
issue, market by market,” John Shelk, president and
CEO of trade group Electric Power Supply Association,
told S&P Global Platts. “That future will hinge on
whether the DOE succeeds in bailing out coal and
nuclear, whether states take markets for granted
with out-of-market subsidy schemes, whether courts
allow states to intrude on FERC’s regulatory space,
whether FERC acts boldly to mitigate federal and state
out-of-market payments, and ultimately whether
consumers and others band together to defend the
markets. If markets fall, consumers lose,” he said.
Whatever the outcome, US power markets appear
set for considerable change over the coming
months and years. n
Additional reporting by Mark Watson

Power perspectives
“Competitive wholesale power markets are
here to stay. There are always regulations
and incentives on markets which shape the
competitive framework, and harm or incentivize
generation sources. While politicians and
regulators may be able to tweak, or even
more than tweak markets, most of them know
instinctively not to take it too far as ending
competitive power markets would be perilous.”
Matthew Cordaro, trustee at Long Island Power
Authority, former utility CEO
“After twenty years in the competitive power
market business, my view is that the US power
markets have been a stellar success. The
markets as structured do an exquisite job in
allocating resources in the short term and
providing the data needed to value resources
in the longer term. The insights we glean from
market data are rich with detail.”
James Carson, principal at RisQuant Energy
“As we look to the future, electricity markets
must adapt to deal with a rapidly changing
supply base that is incorporating more
renewable capacity as well as a demand pattern
that includes increasing energy efficiency and
demand side resources. With more stakeholders
than ever trying to influence this sector, we
expect the competitive electricity markets
to continue to evolve in new ways, and that
regional variation will remain a fixture across
the industry. However, we believe the wholesale
electric markets are far from failed experiments.
They will persist.”
David Cherney, energy markets expert
at PA Consulting
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Insight Conversation:
Tony Durrant
The CEO of Premier Oil, a UK independent upstream oil and gas company
with interests in the North Sea, the Falkland Islands, Southeast Asia
and Latin America, sits down for a conversation with Nick Coleman

Why would anyone invest in the declining North Sea?
The UK North Sea, on most people’s estimates, is
something like two-thirds of the way through its
producing life, having produced about 40 billion barrels
out of a possible 60 billion barrels. Twenty billion
barrels is a lot of life left in the UK. What you have
seen as the province becomes more mature is that it
becomes less material for the bigger companies. I think
over the next one to two years there will be more and
more examples of the majors, the bigger companies,
in effect selling assets to mid-cap companies like
ourselves for whom the UK North Sea is still very
material, and there are many opportunities. It’s not
just frankly that the majors are selling – it’s that over
a period of time now, maybe as much as five years,
they’ve not been actively investing in opportunities. For
us, first of all we have some growth opportunities in our
portfolio already. Secondly, we see the opportunity to
take on assets that the majors are really not investing
in, and there’s still plenty of life in those assets
for the future.
What are Premier’s North Sea investment plans
beyond the Tolmount gas project?
We’ve actually as Premier taken that decision, at
our June board meeting. All the approval processes
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are now under way, both with our joint-venture
partners and indeed with the government. We expect
to be signing crucial contracts in August and work
commencing in earnest at that point. Tolmount is a
very exciting project for us; material for us. These
projects can be material for us, even if they’re not
material for the majors. That will provide a long-life gas
production stream for us and our partners over a long
period of time.
Finding new oil projects in the UK North Sea – and I
should probably except the West of Shetland region
from this – is tough, because the exploration is
very mature. Where I think there is lots of life is in
incremental reserves surrounding existing projects
and existing infrastructure. The Catcher field, which
we brought on stream last December, is doing very
well today, but the Catcher field is surrounded by a
number of prospects and discoveries which were not
part of the initial development. They are probably not
material, certainly not in terms of the majors. But the
infrastructure is in place. We should be able to bring
on incremental reserves and incremental production
in the area around Catcher. By the way, the same is
true of Tolmount. That will be incremental gas in the
future. In the short and medium term, our attention
beyond our existing fields is going to be focused on
bringing additional resources on in what you might call
near-field areas.
Do you share concerns about the handover of
pipelines such as Forties and other infrastructure
from the majors to smaller, less established players?
Ineos, the new owner of the pipeline system, were
extremely responsible and extremely responsive to
all their customers – people like ourselves – when
there was a small crack that developed in the Forties
pipeline system. I would have no qualms about Ineos
and the way that they’ve operated the Forties pipeline
system since taking over from BP. Some of the major
infrastructure pipelines are being handed over to
what you might call financial investors, infrastructure
funds, and that I think is a trend that we shouldn’t
fear at all. Those infrastructure funds have a very
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low cost of capital. We saw only in the last week a
Kuwaiti fund buying in with a very low cost of capital
to infrastructure.
From the oil industry’s point of view, particularly if
you’re a mid-cap independent, it’s a very value adding
process for an infrastructure fund who is interested in
a utility-type return to own some of the infrastructure
that we’re utilizing. We can then focus on development
drilling, the addition of reserves, the sub surface,
which is our natural skill set if you like, and pay the
infrastructure utilities a rate of return which they will
seek over a longer period of time. I actually think it’s a
very positive thing for the independent sector and not
at all a bad thing for the UK industry as a whole at this
stage of its life.

Our attention beyond our
existing fields is going to be
focused on bringing additional
resources on in what you
might call near-field areas
Should ageing pipelines and platforms be replaced
with a more dynamic system based on floating
infrastructure?
We do need to get our product to market, and pipelines
are still very often the most productive way of doing
that. Floating production, where the infrastructure
can be moved from a shorter life field onto another
shorter life field in the future, I think is a very important
part of the UK North Sea going forward. We happen to
be focused on floating production and we have nine
floating production fields around the world, six of which
we operate. Our Catcher field in the UK North Sea is a
new FPSO so that suits us very well. In the longer run,
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when it comes to abandonment of those facilities,
frankly it is a lot cheaper and easier to abandon a
floating production system than one that is fixed in
the ground. From our point of view as a mid-cap, that
reduces our long term exposure to abandonment costs.
Are you concerned about the stability of the UK
government and Brexit?
In the spectrum of industries that are the focal point
of lots of discussion the oil industry is relatively
immune to Brexit in the sense that we’re a dollar
revenue industry. We have mostly dollar costs and we
borrow in dollars. We don’t have the foreign exchange
exposure to euros that many other industries have. On
the regulatory side, frankly the UK North Sea invented
safety cases and other regulatory regime elements.
And we’ve given those to the rest of the world. We’ve
been operating under UK standards – if anything,
those standards have been exported both to Europe
and the rest of the world. The direct impact of Brexit I
think is relatively low on the oil industry.
It is true of course that we will as an industry buy
equipment from Europe from time-to-time and
therefore the whole debate about tariffs, or free
trade, is relevant to us. But in general, we are less
exposed. We are a dollar industry that’s been very well
established in the UK over many years. I think though
like every other businessman in the country, we favor
stability, certainty and predictability. Thus of course
the uncertainty that we’re all reading about and seeing
in the newspapers and elsewhere is not good. I do think
the sooner we can get back to a more stable future, the
better for all businesses.
Does Premier expect to make faster progress on the
Falklands Sea Lion project and are there concerns
about Argentinian opposition?
Like many other offshore projects, especially in new
areas, there was a dramatic slowdown in the pace
of the sanctioning of those projects, largely driven
by the oil price. Very few projects of that nature got
sanctioned during the 2014−17 period. Particularly
where you have a new oil field in a new basin, as we do
have in the Falklands, there are a certain amount of
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The direct impact of
Brexit I think is relatively
low on the oil industry
startup costs for the first phase. That puts the
breakeven cost of our Falklands project somewhere
in the low $40s. Clearly when the oil price was below
that, we were not going to sanction that project. We’re
in a different world now. We can see our way forward to
higher stable oil prices. The economics of that project
now look attractive. We’ve used the time in effect to
engineer the project.
It’s a very similar project in many ways to our Catcher
project. We have some synergy across those projects.
We’re making good progress I would say on finalizing
the engineering elements of the project. As Premier we
have to raise the funds for that project and that’s what
we’re very actively engaged in. That was also a feature
of the last three years. Raising capital in our sector was
challenging. There’s been a noticeable change in the
appetite of external investors – equity, debt, banks, et
cetera, for oil projects in the last 12 months, so we’re
pretty busy on that and remain hopeful that we can
put a satisfactory financing package together for the
Falklands. We’ve told everybody we would target yearend this year for that, which would allow us to sanction
the project sometime in 2019.
There has been a lot written and talked about the
relationship between the UK and Argentina in respect
to the Falklands, and indeed of future hydrocarbon
production in the Falklands. The reality is that the
relationship between the UK and Argentina has
improved immeasurably in the last few years. There
have been many areas of discussions between the
two governments – future trade arrangements, for
example. My impression is that the Falklands is really
not very high on the list of topics being discussed
between the two governments, and that’s fine with us
because we’d just like to get on with the project. n
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When disorder
strikes, regional
differentials matter
History shows the powerful role regional differentials play in
commodities pricing, driven by factors such as geopolitics, seasonality
and logistics. By Joe Innace, with additional reporting by Platts staff

Location, location, location. It’s not only the basic
tenet of real estate, but it’s also a foundation
of price reporting, as market participants need
regional transparency. And regional spot price
differentials matter.
These may be premiums or discounts to an
underlying price – often exchange-traded futures,
or internationally recognized benchmarks.
When market fundamentals are balanced, such
differentials generally maintain a fairly steady ebb
and flow. Many different commodities may tend
to rise and fall together. Positive macroeconomic
indicators often mean a rising sea for almost all
commodities. Negative global indicators generally
mean a sinking market.
But on that vast sea, as with the ocean,
there can be pockets of choppy waves, swells and
calm, and violent storms. Depending on the regional
meteorological forces at work, isolated squalls and
September 2018

waterspouts can pop up. Markets can swing to far
extremes when dramatic local or regional events
upset the equilibrium.
Commodities are susceptible to similar regional
and localized forces – that sudden tempest that
forces prices somewhere to respond to changes in
regional supply and demand fundamentals. From
oil to wheat, from gasoline to metals or natural gas,
no commodity is immune to the impact regional
dynamics can have on local spot pricing.

Crude oil disconnect
When most think of global crude oil benchmarks,
the first that springs to mind is Platts Dated
Brent, the global crude oil benchmark that
industry estimates indicate accounts for 60% of
world production.
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WESTERN CANADIAN SELECT CRUDE TRADING
AT STEEP DISCOUNTS TO WTI

But market participants need regional benchmarks
that reflect the supply and demand characteristics
driving prices in a specific region. The Persian Gulf is
home to many crude oils that form part of the Dubai
benchmark, such as Upper Zakum, Al Shaheen,
Murban, Oman and Dubai itself. Market participants
have adopted this benchmark as the standard
reference price for Middle East crude cargoes
delivered into Asia.

Western Canadian Select crude trading at steep discounts to WTI
($/b)
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In the US, there is the West Texas Intermediate (WTI)
benchmark, which reflects the value of crude delivered
into landlocked Cushing, Oklahoma – the delivery point
for the NYMEX WTI futures contract. But interestingly
the same crude has a different value depending on
where it is delivered in the US, reflecting local supply
dynamics such as pipeline infrastructure.
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In late May to early June 2018, the spread between
the August ICE Brent crude futures contract and the
August NYMEX WTI futures contract topped $10/b
– the widest spread between the two contracts
since mid-March 2015. The reason: geopolitical
and macroeconomic factors (economic sanctions
on Iran and Venezuela, for example) pushed Brent
prices higher, while underlying physical constraints
in the US central and southwest regions kept NYMEX
prices subdued.
One look at the June 1, 2018, difference in prices
clearly indicates the crude oil bargain inherent in
WTI, compared to other global benchmarks:

June 1, 2018 Crude Oil Benchmarks
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Why the disconnect? The Permian Basin is the
epicenter of the US shale boom in New Mexico and
West Texas. Growing supply there has led to severe
pipeline constraints. As production in the Permian
grows and no new pipeline capacity is planned until the
second half of 2019, supply bottlenecks are bound to
intensify — and discounts increase for physical crude
oil grades from the region.
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Regional price advantages can also play into political
agendas. The Trump administration, for instance, is
aiming to substantially expand US exports of crude oil
to China. China is the world’s largest net importer of oil
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US ALUMINUM P1020 MIDWEST TRANSACTION PREMIUM: IMPACT FROM TARIFFS & SANCTIONS
US Aluminum P1020 Midwest Transaction Premium: Impact from tariffs & sanctions
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and its refiners prefer the light, sweet shale oil the US
stands ready to export.
Even after factoring in shipping, WTI has an advantage
over crudes like Forties, the primary deliverable in
Dated Brent – and Murban, Abu Dhabi. On a delivered
basis to China, WTI recently averaged a $1.82/b
discount to Forties and a 74-cent discount to Murban.
Similarly, the price for Western Canadian Select crude
has traded at a steep discount to Cushing WTI because
of a lack of pipeline takeaway capacity. WCS fell to a
$30.50/b discount to Cushing WTI in early February.
Such regional discounts send important signals
in the crude market: in the short term, that more
expensive transportation options such as rail are now
economical; and in the long term, that extra pipeline
capacity needs to be built so crude producers can
reach customers.

Geopolitics in metals
Similar to the wide spreads in crude oil, metals prices
around the world are being affected by geopolitics.
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The Platts Midwest Aluminum Transaction Premium
is a US regional differential to the global price of
primary aluminum, which is traded on the London
Metal Exchange.
Like other S&P Global Platts benchmarks, this is
an assessed price reflective of the market value of
aluminum in the US, as determined by buyers and
sellers in the physical market. The differential reflects
regionally specific supply and demand conditions in the
US, and also the regional cost of logistics – factoring in
truck freight rates.

Geopolitical and
macroeconomic
factors...pushed
Brent prices
higher, while
underlying physical
constraints in the
US central and
southwest regions
kept NYMEX
prices subdued

For much of 2018, the aluminum premium has been
swept higher by US government tariff actions and
trade sanctions.
Following the US administration’s announcement on
March 8 to impose a 10% tariff on aluminum imports,
the aluminum premium in the US jumped nearly 12%
to 19 cents/lb from 17 cents/lb the day before. This
reflected that the potential supply of aluminum to the
US became at least 10% more expensive for companies
looking to import foreign aluminum to the country –
and the US is a net importer of primary aluminum,
recently importing about 90% of its needs.
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GASOLINE: RBOB, CHICAGO PIPE, GAINED SHARPLY IN MAY 2018
Gasoline: RBOB, Chicago Pipe, gained sharply in May 2018

24.25 cents/lb. Still, this differential represents just
a portion of the total price for aluminum in the US
market, which typically trades as the global price on
the LME, plus the assessed Midwest Premium. In
effect, this is the “all-in” price. And on an all-in basis,
for 2018, the premium portion has accounted for an
average 14% of the total global LME price, plus the
regional differential.
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This proportion is similar to the 16% discount
of Midland, Texas, crude oil compared with the
benchmark WTI oil price in Cushing, Oklahoma, seen
in late May, a consequence of the impact of pipeline
bottlenecks in Texas.
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Soon after the tariff was imposed on March 23, a
second shock to aluminum prices worldwide came on
April 6. The world’s second-largest aluminum producer,
Russia’s Rusal, was subjected to US sanctions,
which drove prices even higher in North America. The
US market price differential for aluminum saw five
increases and five decreases all related to tariffs or
sanctions during this volatile period.
In fact, the Midwest Aluminum Premium peaked at 22.5
cents/lb on April 19, an increase of 137% from the 9.5
cents/lb at the start of 2018.
The premium is still sitting at a lofty perch, however,
because some warehouse material in the US is from
Rusal. Effectively, this is phantom supply — because
with all the uncertainty still swirling around Rusal
and sanctions, many potential users are reluctant to
tap such inventory for fear of running afoul of the US
Treasury sanctions.
There have been higher premiums before, also related
to warehousing issues. The historic high for the
Midwest Premium was in early 2015, when it reached
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Rack prices
Many gasoline retailers across the US are small
businesses that get their gasoline at a terminal,
also known as “the rack.” Prices at this terminal are
known as spot prices, and can experience substantial
volatility. Rack prices are what fuel retailers pay upon
delivery, but forces at every link up and down the
supply chain can have significant impact.
For example, physical RBOB (reformulated blendstock
for oxygenate blending) gasoline trades on a price
differential to NYMEX RBOB futures.
RBOB prices in most US markets climbed rapidly over
CBOB (conventional blendstock for oxygenate blending)
prices in late May this year. The reason: tightness and
supply disruption in the Midwest.
Gulf Coast RBOB gasoline hovered near its highest
premium to CBOB since March 2014, based on
S&P Global Platts data. S&P Global Platts assessed
RBOB at NYMEX June RBOB futures plus 4.25
cents/gal on May 23.
RBOB supply was getting tighter and tighter along the
supply chain and demand was strengthening ahead of
the Memorial Day weekend and high driving season.
RBOB inventories had tumbled over a couple of weeks,
according to US Energy Information Administration
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ULTRA LOW-SULFUR DIESEL, US GULF COAST EXPORT
UP 23% SINCE MARCH
data. Total US RBOB stocks fell 234,000 barrels in the
week ended May 18, and were down 572,000 barrels
from two weeks earlier.

Ultra low-sulfur diesel, US gulf coast export up 23% since March
(¢/gal)
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Racks across the country felt that tightness in RBOB
stocks and found price support from broad strength in
gasoline prices
Another refined oil product is US Gulf Coast ultralow sulfur diesel (ULSD). The S&P Global Platts price
assessment reflects not just local demand, but
demand on the US Atlantic Coast and in overseas
markets. USGC refiners are net long ULSD, and
regularly sell to consumers in the north via the Colonial
Pipeline, and to buyers in Latin America and Europe.
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When the Gulf Coast price discount to New York ULSD
tightens, that sends a signal to Atlantic Coast buyers
that supply down south is tightening, possibly because
of strengthening demand from foreign buyers. And it
sends a signal to Atlantic Coast buyers that they may
need to start bringing in ULSD from other sources –
Europe, for example – to avoid a supply shortage.

Differentials commonplace
Price differentials are commonplace around the globe.
Northwest Europe diesel cargoes earlier this year hit a
32-month high on more robust demand, coupled with a
lack of imports by the region.
CIF NWE diesel cargoes May 23 were assessed at an
$8.75/mt differential to the front-month ICE low sulfur
gasoil futures. This was up $1.50/mt on the day and the
highest level since September 2016.
Some traders pointed to possible refinery issues
in the Amsterdam-Rotterdam-Antwerp (ARA) hub,
where refineries have been ramping up following
maintenance. Meanwhile, demand was strengthening
in the inland barge market and in the NWE cargo
market, particularly for prompt product. The cargo
market was sourcing product from the ARA region
for several weeks, due to a lack of import barrels,
tightening the barge market and reducing ARA stocks.
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Source: S&P Global Platts

The result: FOB ARA diesel barges were assessed May
24 up $1.25/mt on the day to $3.75/mt as a premium
to the front-month ICE low sulfur gasoil futures,
the highest level since October 2017. The scarcity of
imports also pushed the Mediterranean market to
32-month highs, with cargoes assessed at a $13.50/mt
premium to ICE low sulfur gasoil futures May 22-23.

The scarcity of
imports pushed
the Mediterranean
diesel market to

32

month highs

Wheat market comes a cropper
If farmers in one region have trouble growing
crops, buyers look elsewhere. This explains why
market participants have called for new regional
price assessments to reflect local supply and
demand dynamics.
Asian buyers, starting in mid-May 2018, increasingly
turned to Black Sea milling wheat as Australian
Premium White wheat continued to rally on extended
dry weather. APW wheat prices surged to a year-todate high of $260/mt FOB June 13, an increase of 15%
since January 2.
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DRY WEATHER MADE AUSTRALIAN WHEAT MORE PRICEY
THAN RUSSIAN IN MID-MAY 2018

JET FUEL AT CORPUS CHRISTI, TEXAS, SPIKED
AT TIME OF HURRICANE HARVEY

Jet Fuel at Corpus Christi, Texas, spiked
at time of Hurricane Harvey

Dry weather made Australian wheat more pricey
than Russian in mid-May 2018 at time of Hurricane Harvey
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Given dryness across the Australian wheat belt,
growers continued to hold onto existing stocks in
case of a scarcity of new crop wheat for the 2018-19
harvest year. What’s more, as domestic demand and
prices in Australia strengthened, this in turn pushed
up prices for milling wheat. The result: buyers with
inelastic demand for Australian wheat ended up paying
a substantial premium.
Nonetheless, Black Sea origin protein wheat is
unlikely to fully replace APW in making noodles and
steamed buns due to its unique characteristics. But
blending ratios can be more flexible when it comes
to baking bread or biscuits, and some Asia-based
buyers contend it can be a one-to-one substitute when
blended with wheat from the US.

Extreme weather, extreme prices

30-Sep

180
Jan-18

Feb-18

Mar-18

Apr-18

May-18

Jun-18

Source: S&P Global Platts

Source: S&P Global Platts

Downed refineries severely tightened gasoline supplies
in the US Gulf Coast and the Atlantic Coast. In Texas
alone, from late August to early September, S&P Global
Platts reported that some 3 million—4 million b/d
of refining capacity was down in Texas, or 16%–22%
of US capacity.
To take one example: jet fuel differentials in the
Gulf and Atlantic coasts spiked August 31 as supply
problems continued to plague markets, reaching levels
not seen since Hurricane Ike ravaged the Gulf Coast in
September 2008. That day, S&P Global Platts assessed
benchmark Gulf Coast 54 grade jet fuel up 5 cents at
NYMEX October ULSD futures plus 25 cents/gal – the
highest since September 18, 2008, when it reached
plus 40 cents/gal. n

Hurricane
Harvey affected

16%
to
22%
of US refining
capacity in
Texas alone

Additional reporting by Jeffrey Bair, Gillian Carr, James
Colquhoun, Christopher Ewen, Daron Jones, Matthew
Kohlman, Jeff Mower, Josh Pedrick and Takmila Shahid

Natural disasters can create as much or more regional
price upheaval as man-made policy measures like
economic sanctions and tariffs. In late August 2017,
Hurricane Harvey – a Category 4 storm – made landfall
on the Texas coast. Gasoline, jet fuel, crude oil and
other prices soared on Harvey-related outages.
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Women in
commodities
Increasing diversity and boosting the number of women
in leadership positions can benefit the commodities
sector and the wider economy. How can this be
achieved? We ask five successful women for their
thoughts. With an introduction by Jodie Gunzberg
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O

n International Women’s Day,
Ángel Gurría, Secretary-General
of the Organization for Economic
Cooperation and Development spoke
about the challenges of gender inequality
and how “the ultimate purpose is to
reduce and ideally eliminate the gender
gap so that every girl and every woman
in the world can fulfill their potential.”

The glass ceiling issue was a cultural issue, Gurría said,
and would remain a cultural issue if public policies
did not address it. His words echo those of Sheryl
Sandberg, Facebook’s chief operating officer, who has
stated that “the thing that will bring the most to change
our culture is... having more women with more power.”
According to Gurría, “unless women get on board,
the economy may suffer, productivity may suffer,
competitiveness may suffer and the economy will not
grow at the desired speed. Not enough progress has
been made in closing the gender gap, and in fact, in
some countries gender inequality has been increasing.”
One of those countries - where gender inequality is
increasing - is in the United States. This is surprising
to many, since it wasn’t that long ago that the US
was among the global leaders in women’s workforce
participation. As recently as 1990, the labor force
participation rate (LFPR) among prime-age American
women was near the top of advanced economies in the
OECD. In 1990, the LFPR for women of prime working
age in the US reached 74%. Unfortunately, since then,
that rate has stayed roughly stable while increasing
steadily elsewhere, pushing the US down to 20th
place among 22 advanced OECD economies by 2016.
The main likely culprit for this dramatic drop is
that the US is the only country in the OECD that
doesn’t provide income support during maternity
or parental leave by law, essentially forcing women
to become either mothers or professionals.
Conceivably, a score that evaluates the impact of
a bill on how many female workers would choose

to remain in the workforce may help policy. Still,
incentivizing women to remain in the workforce
may not be enough to drive change on its own.
S&P Global believes that a dual-pronged effort
of increasing entry and retention of women to the
American workforce, particularly those professions
traditionally filled by men, represents a substantial
opportunity for growth in the world’s principal
economy, with the potential to add 5%−10% to nominal
GDP in just a few decades. If women entered, and
stayed, in the workforce at a pace in line with, say,
Norway, the US economy would currently be $1.6
trillion larger than it is today, according to a scenario
analysis conducted by S&P Global economists.*
The potential impact of this larger economy could be
an additional 0.2 percentage points of GDP growth
annually over the next decade. Consequently, the
global stock market value of the S&P Global Broad
Market Index could increase by nearly $6 trillion dollars
based on its historical sensitivity to growth – with a
higher impact on countries that export proportionally
more of their output to the US. This is because the
US economy is highly driven by consumer spending.
More directly, the US growth drives the stock market,
but impacts sectors differently. While the IT sector is
most sensitive, historically gaining a total return of
5.6% annually on average for every 1% of GDP growth,
commodity sectors including energy, materials,
consumer staples and industrials are also economically
sensitive, adding a respective 3.4%, 2.7%, 3.2% and
3.7% on average annually for every 1% of GDP growth.
In the next decade, adding more women to the US
workforce may grow the market value of the S&P 500 by
$2.9 trillion, including additional market value growth
in commodity sectors equivalent to $802.9 billion.
S&P Global is pleased to share some insights from
senior women leading the charge in commodities
and adding to our global growth potential.

In the next decade,
adding more
women to the US
workforce may
grow the market
value of the S&P
500 by $2.9 trillion

By Jodie Gunzberg

* Adding More Women To The US Workforce Could Send Global Stock Markets Soaring
Available at: https://www.spglobal.com/our-insights/Adding-More-Women-To-The-US-Workforce-Could-Send-GlobalStock-Markets-Soaring
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on parental leave, they have children, or the role hasn’t
been held by a female before, it’s such a simple task for
someone to speak up and query whether they’ve asked
the female if she’s interested. It sounds so simple, but
it’s a profound way to politely reshape the way people
think, and something that could easily be adopted by
both males and females.

Sarah Bairstow
As Head of LNG Marketing at Santos
GLNG, Sarah Bairstow is responsible
for all commercial operations related
to the Queensland, Australiabased LNG project
Q: How did you first get into the LNG sector?
It’s been an interesting journey. I started out as an
energy lawyer and was seconded to Santos and their
GLNG project. I was initially the lawyer to the LNG
marketing team before being asked to move across
into a commercial role to lead the LNG SPA [sales
and purchase agreement] negotiations and things
evolved from there.
Q: Energy is often seen as a male industry. Are you
ever conscious of that?
I’ve never felt conscious but I’ve certainly always been
aware. Early on, I felt like I had to prove myself all the
more, being a woman in a largely male environment.
I was not only the only female in the room – but I was
a female with responsibility for delivering our LNG
SPAs, building the LNG desk, and managing all-male
teams from various cultures. Our joint venture partners
are Australian, French, Korean and Malaysian. I was
certainly aware of it, but perhaps with hindsight I
applied myself a little bit more as a result.
Q: According to a 2016 study by the World Economic
Forum, energy has one of the lowest industry shares
of women, at just 19%. What are the obstacles for
women trying to develop their careers?
I’ve lost count myself of the amount of times females
in the industry have recalled tales of unconscious bias
held by genuinely well-meaning male leaders. And I
mean that: they are genuinely well-meaning.
If you are in a meeting and someone assumes the
female wouldn’t be interested in a task, promotion,
training, or expat assignment because maybe they’re
September 2018

Some women do still prefer the perceived path of least
resistance and tend to pursue careers in different
industries. For those women, having a positive role
model; understanding there are so many phenomenal
women and success stories in the LNG industry;
having mentoring schemes in place; and facilitating
networking opportunities are all key requirements
for them to enter the industry and stay there. We’ve
seen a lot of those initiatives put in place by so many
companies involved in the industry to great success.
Q: Is there anything that men, in particular,
can do to help?
As women in the industry, we would be doing ourselves
a disservice to preclude men from this issue and
the search for solutions. I’ve worked with so many
wonderful men who don’t see gender as an issue
at all, and I would say the vast majority are of that
view. It’s giving men the tools and also getting them
to see that there is still quite a lot of unconscious
bias. Often this is still held by people who have good
intentions, but perhaps the assumptions aren’t
necessarily best placed to retain women. Encouraging
men to participate in the debate and internal
discussions is important.

“Encouraging men
to participate in
the debate and
internal discussions
is important”

Q: Did you ever have a role model – male or female –
that you learned from in your career?
There are so many successful people I have considered
role models in the past. For me, I look for and admire
leaders who can convert adversity or challenges into
opportunity. I have been lucky to be a part of both
formal and informal mentoring arrangements with
a number of people I have considered role models.
I’ve always looked to have both a mentor within the
industry and outside the industry and across males
and females. You get different experiences and
coaching styles from male and female leaders. I have
established networking initiatives in the past and I’ve
seen how successful they can be. It’s key to ensure
that it’s mentee-driven – that is, you find out what the
mentees actually want out of it, and pair them with
the appropriate people, regardless of whether they are
male or female.
Insight 37

Women in commodities

Q: Are you encouraged by the progress many firms
have made advancing talented women in LNG?
I’ve been specifically in LNG for close to a decade
now, and I’ve seen so much change, in both traditional
and non-traditional roles. I think a lot of it is driven
by greater female participation in STEM programs at
both school and university, and the industry leveraging
different skill sets as the market matures. The market
has grown and it’s continuing to evolve at such a rapid
place. As liquidity evolves and grows, we have moved
away from the preference of engineering backgrounds
to looking for complementary agile, legal and financial
minds to negotiate and carve out new opportunities.
So while we’re far from parity and there is still a lot to
be done, I definitely notice the presence of a lot more
women around the table, in LNG, in particular. And as
the next wave of LNG opportunities and investments
come to fruition, which I don’t believe is that far away,
we’ll continue to expand our horizons and leverage nontraditional talent. Importantly, we need to do it on the
basis of merit to ensure it has longevity. n

Q: Was there ever a time you felt particularly
conscious of being a woman in your role?
Very early in my career, I had to deal with commodities
traders who were exclusively men. A small minority
behaved badly and without respect, especially when
women visited trading floors. More recently, I am
conscious of often being the only woman in the room
in meetings in certain countries where women would
have less of a profile in the workplace. Nowadays,
the feeling is not intimidation, but disappointment
and determination to help drive change. We have
come a long way, but we have so much further to go.
I feel proud to be someone who has made it into the
room, and I want women all over the world to know it’s
possible, and men everywhere to support that change.

“I feel proud to be
someone who has
made it into the
room, and I want
women all over
the world to know
it’s possible, and
men everywhere
to support
that change”

Q: Did you ever have a role model – male or
female – that you learned from in your career?
I can’t name one individual, but there have been so
many people who have influenced my leadership style
and approach across different companies. I have
learned something from all of them. In some cases, I
have observed how not to do things! I’ve been fortunate
to work with women and men who believed in me. Role
models come in all shapes and sizes, including friends,
family and colleagues at all levels of the organization.
Q: To what would you attribute your
success in becoming a female leader?

Sarah Cottle
Sarah Cottle is Co-Head of Content at
S&P Global Platts in Singapore, where
she oversees Asia-Pacific content, as
well as global metals, agriculture, news
and digital
Q: How did you start providing essential
intelligence about commodities?
It was through a chance meeting with somebody who
was in the process of starting a newswire. They had
coverage of other areas, such as equities, but not
commodities. It was my first real job out of university,
and I had no relevant experience and had never
considered a career in commodities. I kept an open
mind, took a risk and gave it a go. That was 23 years
ago, and it’s been fascinating so far.
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I believe success is grounded in having a set of values
in my personal, as well as my professional life – they’re
not different. I use those as my compass, set aside ego
and make decisions with data. I have a clear view of
the way I think it is right to behave and the way I think it
is wrong to behave. Ultimately, whether a woman or a
man, we have a responsibility to deliver on the strategy
of the organization with enthusiasm and integrity, and
to encourage others to operate that way. I have focused
on carrying out the job I have to do rather than on my
gender or that of my colleagues. Results count in the
end and they are the key to success, whether female or
male. As a senior leader, I am accountable for ensuring
that fair and equal opportunities are available to all our
employees. That’s something I take very seriously.

“As a senior leader,
I am accountable
for ensuring that
fair and equal
opportunities are
available to all our
employees. That’s
something I take
very seriously”

Q: What are the biggest barriers
to women getting ahead?
There remains a lot of unconscious bias in the home
and in school with young children. They are exposed to
assumptions around their preferences in everything
based on traditional but outdated notions of gender.
Although the situation is improving in some areas, all
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children need strong support to overcome these early
prejudices. There’s a tendency for girls’ early success in
arts and humanities to draw them exclusively to those
subjects at the expense of maths, technology and
sciences. They need to learn technology, engineering
and so on is “cool.” It’s a shame that girls tend to
gravitate towards art and humanities. As women
progress, they face choices around motherhood and
how they wish to parent their child. The right support
at home, including the right partner, can be critical to
whether a woman’s career can progress after the birth
of a first baby. Appropriate legislation, particularly in
the US, around parental leave, as well as corporate
support with childcare and a culture that’s sympathetic
to parents’ needs can make all the difference.
Q: How important are mentoring and networking
programs in spreading opportunity and knowledge?
It is very important to build your personal and
professional networks by connecting with those
around you. A network is often seen as an opportunity
to receive help, advice and assistance. That’s just one
small piece of it. I have always consciously sought
opportunities to give back to the contacts I have where
appropriate. Small acts of helpfulness often pay back
ten times over. It’s also important to acknowledge
those people in your network who go out of their way
to help you. Sincere thanks goes a long way. Lastly,
a network is possibly most valuable when you open
yourself up to feedback from individuals within it.
That’s not always easy, but well considered feedback is
a gift and I try to treat it as such. Without a network of
knowledgeable well connected individuals it would be
impossible for S&P Global Platts employees to gather
and process the essential intelligence on which our
business is built.
Q: If economic growth begins to slow, do you
worry that corporate efforts to cultivate
female talent might take a hit?
No. In developed economies the ball has started
rolling and I don’t think it’s going to stop that easily.
Companies will be smart and realise diversity is proven
to benefit the bottom line. So, if anything, it may be
an impetus to look more closely at the composition of
teams and drive the diversity agenda harder. n
Interview by Andrea Khalife
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Anne-Sophie
Corbeau
Anne-Sophie Corbeau is Head of Gas
Analysis at BP, where she leads global
gas market analysis and contributes to
reports such as the BP Energy Outlook

“As women progress,
they face choices
around motherhood
and how they wish
to parent their child.
The right support
at home... can be
critical to whether a
woman’s career can
progress after the
birth of a first baby”

Q: What do you enjoy most about your role?
What I enjoy about it is the interaction with people
inside and outside BP, as well as the analytical work
within my team. For example, to prepare the BP
Energy Outlook, we need to ask ourselves what are
the key uncertainties around the energy transition,
and therefore what is important to look at in energy
scenarios. It’s really interesting. As a result, [it] is very
much looked at, both internally and externally.
Q: How did you first get into the energy sector?
To be honest, I have always worked in it. When I was a
student, I started as an engineer in energy engineering.
Then I had this wonderful idea to go to Germany to
continue my studies and I basically landed in energy
economics, which was slightly different. Consequently,
I studied both energy economics and energy
engineering. This is why I’m a very strange animal –
both an energy economist and an engineer – and I don’t
really fit in either case.
Q: Neither of these are stereotypically women’s
roles. Were there moments when you were conscious
of being a woman?
Very much so. When I joined the International Energy
Agency and started to speak publicly, I realized there
were not that many other women out there. Very
often, I would be the only woman speaking on a panel
surrounded by men. I remember one day being invited
to speak at an outside event about natural gas. At
that time, I had the title of senior gas analyst. One
participant then commented “she looks very young
for a senior gas analyst.” Retrospectively, I don’t think
he would have said that about a man. But later, when
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I made my presentation, they were all impressed and
I always got invited to their other events. If you are
a woman and you are good, then you are going to be
in high demand.
My first mission at the IEA was going to Turkmenistan,
where everybody thought I was just a secretary or an
assistant. Nobody would shake my hand or talk to me.
I sat very awkwardly. After the head of mission had
spoken and introduced the team, I was the first one to
speak! I could see that the other people were looking
at me surprised. But even at the end of the day, still
nobody would shake my hand and exchange a word
with me. It was a very awkward mission.

“You will still be
providing a valuable role
model for the women
in that country”
Q: What advice would you give to women dealing with
those situations?
You need to be very much aware of the cultural
differences. That case was very insightful. If people
in a certain country do not wish to shake hands with a
woman, then you don’t shake hands with that person
— it’s as simple as that. But at the same time, you
will still be providing a valuable role model for the
women in that country. In the earliest part of my career,
I happened to go quite often to Libya. I remember
there was one young lady who approached me after
a meeting, very impressed that as a woman, I had
meetings with quite senior people within the Libyan
gas industry. She realized there were women who
could be successful out there. I feel that I was giving
them an idea that it’s not men alone who can have
decent jobs — that women can also be successful and
be listened to.
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Q: What are the main barriers women face in the
energy industry?
Sometimes women are discouraged, or don’t trust
themselves enough. This may be a stereotype, but men
typically think of themselves very highly, while women
almost always question themselves. I have discussed
this with other women and they agree. We always think,
“Am I good enough for that position?”
Also, sometimes employers look at a young woman
and wonder whether in a few years’ time she is going
to be pregnant or have kids. It seems that having kids
and taking care of them is seen mostly as a woman’s
attribute, and means you are not going to be 100%
available. Fortunately, mind-sets are changing and
flexibility at work does help.
Q: How important are initiatives aimed at promoting
female talent?
BP is trying to promote women and so is the energy
industry. If a manager has the choice between a
competent woman and a competent man, maybe
he should give the chance to the woman. But you
don’t want to put a woman in a position that she
wouldn’t be good at, because otherwise it would be
detrimental. She is just going to be “the girl” who
was put there because she is a woman, regardless of
her competencies.
But I am looking around myself; we have quite a lot of
women here in BP, some of them in senior positions. It’s
not a majority, and there are just not enough women
yet in the very highest parts of the organization. But it
will come. I think the energy industry is on a good road
for the moment.
Q: It’s often said that women do not
network as much as men. Is that true?
I love networking! I like to interact with men and
women, because I think it’s both interesting and
important for a woman to be recognized by her peers.
If you are only with women, you may be recognized by
women, but then again, there are not that many women
who are actually in very high positions. Networking is
definitely important. I used to be a very shy person,
but I forced myself to meet people and speak up. At
the beginning, this was very, very difficult for me, but
eventually you have to overcome that – otherwise you
are not getting anywhere. n
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should embrace all facets of their leadership style,
which is not necessarily the leadership style we’ve seen
in the energy industry previously.

Phaedra Deckart
Phaedra Deckart is General Manager,
Energy Supply and Origination, at
Australia’s AGL Energy, where she is
responsible for structured transactions
across a range of energy commodities
Q: How did you first get into the energy sector?
I started in my career as an in-house lawyer for oil and
gas company Santos. And an opportunity presented
itself to me, through a senior leader sponsor within
the business, who encouraged me to pursue a
commercial career and move out of my legal role. I
took that opportunity and moved into gas marketing,
taking a number of roles across the energy industry.
So primarily, I got my role through sponsorship
and opportunity.
Q: Did you ever feel there were not that many other
women working alongside you?
When I started in my role, I was the only woman at the
table, and we were few and far between. I’ve been in
the energy industry for 20 years now. What I have seen,
particularly in the last five years, is a significant stepchange, in terms of how many women are within the
industry, as well as stepping up into senior leadership
roles. So it is changing. It’s certainly been slow to
change – but a trend is there for a lot more diversity
and inclusion throughout the industry. But of course
anything like this needs continued focus and work.
Q: What are the main hurdles faced by women in the
energy industry?
There are two key issues I would talk about. One issue
is that the energy industry has a significant amount of
unconscious bias: there is a sense that leadership looks
a certain way. So in order to make a significant change,
the energy industry needs to embrace a different style
of leadership. What that means for women is that they
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The second issue is that, if the energy industry makes
the space for women to step up, then women need to
answer the call and put themselves forward in a way
that involves taking risk.
Q: Would you say women can be less inclined to take
risks with their careers?
In terms of personal risks, putting yourself forward and
taking leadership in an environment of uncertainty –
which all commodities markets have – is a challenge.
That’s where some of the leadership support programs
that encourage women to step up and lead are
really important.
Q: What efforts is AGL Energy undertaking to
cultivate talented women?
We have set a target in terms of the number of women
we want to see in our leadership pipeline. All our senior
leaders are measured against that metric, which is
40%. This year, AGL has 41% of women in the senior
leadership pipeline, so we hit our goal this year.
How has the company done that? First, we started
a conversation many years ago about the value of
diversity and inclusion within the organization, and how
diverse organizations make better decisions. There is
now so much evidence-based analysis on this that we
don’t need to talk about it – it’s just accepted that more
diverse organizations make better decisions.
The second aspect was realizing that to get more
women in the senior leadership pipeline, you actually
had to find ways to encourage them to step up and take
the opportunity to lead. So AGL implemented a senior
leadership support program, supporting women to
step up into that senior leadership space, and really
understand their own leadership style and what being
an authentic leader looks like to them.

“There is now so
much evidencebased analysis
on this that we
don’t need to talk
about it – it’s just
accepted that
more diverse
organizations make
better decisions”

We also have three female directors on our board,
and I think that’s quite a big signal to the rest of
the organization – to have not just one woman on
the board, but three. When you’ve got that kind of
number, it no longer becomes interesting that we
have a woman on our board – we just have the best
people on our board.
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Q: Are you encouraged by the progress firms have
made on this issue?
I am, and I think it’s really exciting. We’re now part
of a trend and a movement to bring equality to big
organizations. Having worked in a very male-dominated
industry in oil and gas, before moving into a retaildriven business such as AGL that is more downstream
and more connected to the customer, I can see the
value of diversity and equality. It’s just a different place
to work when you’ve got a representation of the society
we all live in.
The other great plus is that it’s also led to more
inclusive policies that men are able to access as well.
For example, we have a parental leave policy that
encourages men to take paternity leave to care for
their children during their first year of life. So as women
get to lean into leadership in organizations, it does
create space for men—and I’m thinking particularly
about men with families – to lean into home and take
those opportunities. In other organizations, those
policies exist but nobody uses them because it’s
seen as a career-limiting move. At AGL Energy, that
is absolutely not the case. Our CEO works flexibly,
we’re all encouraged to “leave loud and proud,” and
I’ve seen a number of senior men in the organization
taking the opportunity to spend more time with their
families. That’s the great thing about diversity – there’s
something in it for everyone.

“When opportunity
knocks, say yes.
Step forward and take
the leap into leadership”
Q: What’s your best advice for young women looking
to make their way in your sector?
When opportunity knocks, say yes. Step forward and
take the leap into leadership. n
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María Victoria Zingoni
As Executive Managing Director of
Downstream at Spain’s Repsol, María
Victoria Zingoni manages a wide range
of businesses – from gas and power to
refining and petrochemicals
Q: What do you enjoy most about your role?
I enjoy several things about my role. I have always
enjoyed working in a different position. I love
interacting with different people — people from
different cultures, of different ages, with different
backgrounds, and so on. I love to be involved in the
energy sector, because I understand that energy is a
good way to develop society.
Q: How did you get into the energy sector?
I grew up in an oil and gas area. I’m Argentinian, so I
finished university and I started working for Repsol
YPF, the oil and gas company of Argentina. After that,
I started in the upstream side of the business. When I
finished university I was not so keen to work in the oil
fields, but now I think this one of the most important
decisions that my bosses helped me to make, because
it allowed me to understand the business from scratch.
So understanding the business is key – and having
good leaders that help you go through the different
areas of the business is also key. I am where I am today
because I have been in different businesses in different
countries. That’s the only way you can have a senior
position in a large company.
Q: Why do you think the energy sector has a low
share of women?
Probably the main reason for that is the stereotype in
the energy sector. We still need to do a lot of things,
starting with, say, education, and how we encourage
the younger generation to do more technical stuff. It’s
a matter of giving opportunities in some areas that
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are sometimes hard to manage with your personal
life – like being based in a gas field or an oil field in the
middle of nowhere.
Q: What are the main obstacles that can
hold women back?
In my view, we have to start from the very beginning.
The energy sector has been considered, and is
still considered, more a male activity. How you can
balance your personal life when you start building a
family, when you have a child, and how do you manage
travelling? Those are probably the main barriers. Do we
have the same opportunities for males and females?
That is something we need to work on.
By the way, we’ve been doing quite well at this at
Repsol: our company’s employees are 36% women,
and 50% of the most recent people who joined the
company are women. We want to keep on promoting
that. I see this as part of my role — not my formal role
— but it’s part of what I feel committed to, because the
organization is committed to it.
Q: As the EC sponsor of Repsol’s diversity and work/
life balance committee, could you tell us more about
what the company is doing in this area?
The committee is a broad committee, so when we
talk about diversity, it’s not just about gender. It is
about diversity, culture, gender, age and different
capabilities. In terms of gender, we have different
goals, but the final one is to have more women in
different management levels throughout the company.
We are doing a good job, but we think that we have
more to do on that. This means, first of all, being
sure that we have equal opportunities when we have
an open position in the company. At least one out of
every three persons we are evaluating for a position
should be a woman. Second, how can we improve
flexibility using telecommuting and other technology
to allow women to have a better work/life balance?
We are working with different services that could help
everybody – male or female – but probably females are
the ones who will use this the most. We are also putting
in place mentoring programmes to help the youngest
generations to go for senior careers. And we are
encouraging networking, both internally and externally.
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“Women don’t want to be where
they are due to the fact they
are a woman. They just want to
be considered in opportunities
and allowed to develop or
to execute the challenges
they have in front of them”
Q: Are you encouraged by the way firms are working
to advance female talent?
Well that helps. But to be honest, my biggest focus
is to give equal opportunity. As a female – and as a
female leader – women don’t want to be where they are
due to the fact they are a woman. They just want to be
considered in opportunities and allowed to develop or
to execute the challenges they have in front of them.
That’s the focus that I have.
Q: Were there any particular role models – male or
female – you looked up to?
I probably had several role models. I probably would like
to have had the vision of one leader, the communication
skills of another, and the understanding of another one.
And there are leaders out there in the world that behave
in a way you don’t want to behave. That is something
that is most important to females: we don’t need to
say “I want to be like this leader.” Each of us has our
own leadership style and we have to allow everybody
to develop that. For females, especially in the energy
sector, we once thought we had to behave like a male
leader. I’d say that’s gone — instead, we need to
concentrate on being ourselves and understanding
what we need to develop. n
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WTI: what’s in a name?
Not all WTI crude oil is created equal: in reality, the term can refer
to assorted crude grades of varying value. John-Laurent Tronche
unravels the differences and explains why they matter

Suppose you are a refiner somewhere in Asia,
interested in diversifying your crude slate, and
you have heard talk about booming West Texas
oil production and exports out of the US Gulf
Coast to the tune of a VLCC or more per day.

near and far (like India far). Near the wellhead, it is
called WTI Midland or Midland Sweet. The value of
WTI at Cushing, Oklahoma, is the most commonly
accepted benchmark for sales in the Americas
of varying types of crude oil produced onshore
and offshore in the US. It is called “Cash WTI.”

So you decide to buy some WTI, but which?

That is a problem with no obvious near-term solution.
So let’s try to demystify what is meant by these terms.

WTI at Cushing also forms the backbone of the de
facto North American crude oil futures contract,
CME Group’s NYMEX WTI Light Sweet Crude Oil,
which for simplicity’s sake we’ll call NYMEX Crude
from now on. Launched in March 1983, historically,
it was often colloquially referred to in the market
as “NYMEX WTI,” even though WTI was one of
many grades that could be delivered at Cushing
against the contract, which caused uncertainty.

West Texas Intermediate is the flagship US grade of
oil produced in the Permian Basins of West Texas
and transported by pipe, rail and truck to refiners

“Confusion over what is sold has led to problems,
Merc officials say,” an Associated Press article from
August 1990 reads. “Some buyers who thought

There is WTI at Midland, at Cushing, Cactus, Corpus
Christi, Magellan East Houston or MEH, Bridgetex
and Longhorn. There are related terms like Midland
Sweet and Domestic Sweet. There are price
differences between many of these things, too.

46 Insight

September 2018

WTI: what’s in a name?

they were getting WTI have discovered they were
getting a different grade.” That led the NYMEX at
the time to tell the market it should refer to the
contract as light sweet crude instead of WTI, though
the three-letter acronym persists to this day.
CME says NYMEX Crude represents light sweet crude
oil meeting a series of specifications including 37−42
API, less than 0.42% sulfur and other parameters.
This includes WTI-type light sweet crude streams,
as well as other blends referred to as Domestic
Sweet, or DSW, that meet those specs. To simplify:
NYMEX Crude is WTI that meets NYMEX parameters,
as well as other crudes, which may be blends, that
meet NYMEX parameters. Blended crudes are not
bad, but the possibility that a buyer may get one is
an uncertainty, and uncertainty leads to lower bids
for the unknown and higher bids for the known.
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The difference between physical, NYMEX-spec WTI and
the NYMEX contract is what is called the exchange-forphysical, or EFP, which typically ranges from flat, or 0
cents/b, to roughly 5 cents/b. In other words, physical
WTI that meets NYMEX specs is often worth a few
cents more than plain-old NYMEX-suitable crude.
Finally, there is a market for pure WTI at Cushing.
Recently, a source indicated the going rate for pure,
unblended WTI direct from the Permian to Cushing
was 90 cents/b more than NYMEX-suitable WTI.
An absolute guarantee of quality is nearly a full
dollar over what, in theory, should be the same
grade, if you figure that all WTI is Midland WTI.
Why? Refiner concerns about the significant amount
of blending that goes on at Cushing — where
crudes from all around North America comingle —
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What’s that mean?

It’s WTI…

Midland

...near the wellhead at the Permian pricing point of Midland, Texas.

Cushing

...at the NYMEX WTI Light Sweet Crude Oil futures contract pricing point of Cushing, Oklahoma.

MEH

...at Magellan’s East Houston terminal, the pricing point for WTI MEH and ICE's Permian WTI
Futures contract.

Corpus Christi

...at Corpus Christi, Texas, about 215 miles southwest of Houston.

Cactus

...shipped to the US Gulf Coast, specifically Corpus Christi, on the Plains All American Pipeline-operated
Cactus pipeline.

Longhorn

...shipped to the US Gulf Coast, specifically Houston, on the Magellan-operated Longhorn pipeline.

Bridgetex

...shipped to the US Gulf Coast, specifically Houston, on the Plains- and Magellan-operated
Longhorn pipeline.

has led to a significant price difference between
DSW (NYMEX crude that is not WTI), NYMEXsuitable WTI, and virgin WTI from Midland.
To ease this confusion, CME Group in mid-December
said it would amend Chapter 200 — essentially,
the rulebook for NYMEX Crude — by adding
additional quality requirements for physical crude
deliveries against the January 2019 contract
month and beyond. Its move followed an identical
move announced one day earlier by Enterprise
Products Partners, one of two midstream outfits
to which pipeline access is a must for barrels to
be included in NYMEX Crude delivery. The second,
Enbridge, has not publicly expanded its definition
of WTI, although S&P Global Platts understands
the company has told customers it is following suit.
Enbridge did not respond to requests for comment.
“CME Group is amending the contract specifications
to include five additional quality test parameters
which will provide assurance that the quality
and integrity of West Texas Intermediate (WTI) is
maintained,” the exchange said at the time.
The changes have been applauded by refiners —
largely through their work via the Crude Oil Quality
Association, which recommended the Enterprise- and
CME-adopted changes — but it remains to be seen
whether this results in a narrower spread between
“pure” WTI Midland at Cushing and WTI at Cushing
that’s suitable for NYMEX delivery. In other words,
as a result of the changes, does the perception of
WTI at Cushing — or Domestic Sweet — improve?
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The problem with DSW
Domestic Sweet has well-publicized quality
issues. A June 2015 presentation from BP to the
COQA said asphaltene content had risen in DSW
tests done at Cushing, and at its Whiting, Indiana,
refinery. Asphaltenes are known to cause clogging
in many parts of the up-, mid-, and downstream
oil processes. From 2000−2011, total asphaltenes
were 0.2%−0.5%. Since 2013, they have been in the
range of 0.7%−1%. A high range is 0.2%−0.4%.
The BP presentation said “some of the asphaltene
precipitation could be caused by blending
small amounts of sour crudes (i.e. West Texas
Sour or Canadian) in to domestic sweet.”
It has been suggested for years that blenders are
mixing WTI look-alikes by blending heavy sour and
ultra-light grades, such as condensate, into socalled dumbbell crude. For the blender or trader, the
mix is profitable. But a dumbbell crude produces
very little middle distillates and excessive light
and heavy end products – heavy on both ends,
hence the term “dumbbell.” Dumbbell crudes
can also cause operating issues for refiners.
“The market seems to have a perception that a
barrel that comes out of Cushing is called DSW
and is unpredictable in quality,” a US crude trader
told S&P Global Platts. “Something that comes
out of Cushing has probably been blended to spec
using Canadian crudes and some condensate.”
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In reality, it is almost impossible to know the source
of the barrel delivered into Cushing. “It would
take an army of forensic auditors with petroleum
engineering backgrounds to track all these disparate
crudes back to their source counties via the various
pipelines, producers, refiners, et cetera,” said Bob
Williams, director of content at S&P Global Platts
RigData. “And they would be slammed by NDAs.”
NYMEX Chapter 200 forbids blending of crudes to
meet NYMEX specifications. “No blends of foreign
crude oil streams or foreign and domestic crude oil
streams shall be deliverable,” the rulebook says.
Economics and infrastructure mean the five foreign
crudes allowed under NYMEX crude specifications
are highly unlikely to find their way to Cushing.
Rather, the more likely newcomer is a Canadian
heavy sour such as Western Canadian Select, which
is typically 20.9 API and 3.7% sulfur, according to
crudemonitor.ca. Roughly 800,000 b/d to 1 million b/d
of Canadian crude is estimated to arrive at Cushing
via the Keystone, Spearhead, Flanagan South and
Pony Express lines. It is often heavily discounted
to WTI, so there can be a strong incentive to splash
a little with condensate and make a few dollars.

COQA’s sampling program
The COQA has for years studied the issue and launched
several years ago a website to publicize quality
data. As of publication, the crudemonitor.us website
included 111 quality samples of WTI and 212 samples
of DSW at Cushing dating as far back as 2012. An
analysis of these more than 350 samples shows the
two crudes are similar and largely in compliance with
existing and forthcoming NYMEX specifications, with
two exceptions.
WTI and DSW are off-spec for sulfur roughly equal
amounts, about 3% of the time. There are occasional
off-spec issues for API and micro-carbon residue. One
glaring issue is the presence of vanadium. WTI was offspec for the metal in one-third of samples, compared
with 26% for DSW.
Another issue is high-temperature simulated
distillation, used to measure the amount of light
ends and bottom-of-the-barrel products, which may
suggest blending. For DSW, 22% of samples that had
HTSD data showed up as off-spec for one of the three
parameters, compared with 33% of the 51 WTI samples
that had HTSD data.
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39%

Curacao. Petroperu, Japan’s Cosmo Energy and Swiss
trading company Gunvor have also taken DSW in the
past, while Uruguay’s ANCAP has at least received
offers for it. And some US Gulf Coast refineries,
such as Motiva’s massive Port Arthur facility, are
specifically geared to take even the ugliest crudes.

of WTI samples
were off-spec
compared to

34%

“The crude itself is not too bad,” a Canadian crude
trader told S&P Global Platts. “The problem becomes
the consistency of the quality, due to the various
blending programs; refiners don’t necessarily
know what they are getting, which is a negative.”

for DSW

For now though, the overwhelming consensus about
US crude quality has been that it varies dramatically,
and that blends are bad. By and large, exporters can
forget about selling DSW abroad for the moment.
If we’ve learned anything in the more than two years
since US crude export restrictions were lifted, it’s that
globally, refiners are well aware of the sophisticated
blending operations in the US and are wary of
anything that hints of a blend. That’s why buyers
are asking for “WTI Midland” instead of just “WTI”
— to be sure they’re not getting WTI via Cushing.
Overall, however, 43 of 111 WTI samples (39%)
were off-spec for at least one category. This
compares with 73 of 212 for DSW (34%).
This suggests a combination of several situations:
WTI is just as likely to be off-spec at Cushing as
other NYMEX-deliverable crudes or crude blends,
off-spec barrels at Cushing are not as widespread
as some would suggest, or selective reporting
to the COQA has resulted in a situation where
off-spec DSW samples are withheld, resulting
in a similar look for DSW compared with WTI.

Where to from here?
Not everyone takes issue with DSW. ExxonMobil is said
to regularly export DSW to its European refineries.
Venezuela’s PDVSA has issued tenders seeking it for
the company’s Isla refinery located on the island of
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But judging by the continuing price spreads
between DSW, NYMEX WTI and unblended WTI
Midland, all at Cushing, it appears US refiners
are just as picky as those outside of the US.
Perhaps there is a need to ditch the acronym
WTI, which has existed since at least the 1950s
– S&P Global Platts first used it in 1952 – for
something more descriptive? There is already
talk of doing so, further categorizing WTI as WTI
Midland, WTI Midland Light, and WTI Midland Super
Light, with clear definitions between them.
That would go a long way towards improving the
perception of US crudes outside the US. Greater
confidence in the quality of the product being
offered would likely also lead to higher bids as well.
Improved perception, more confidence, higher bids,
and happier counterparties… what’s not to like? n
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Powering Asia’s
energy future
In a recent webinar, S&P Global Platts editors and analysts
answered questions about Asia’s evolving demand for
renewables and generating fuels such as coal, oil and LNG

Abache Abreu: Asia has a huge appetite for energy:
its major economies continue to post GDP growth
rates most western countries can only dream
of. With the region’s power demand projected
to keep growing over the next decade, how will
it be satisfied? Environmental, cost and safety
concerns are forcing governments to legislate
away from coal, oil and nuclear energy. LNG is set
to become one of the biggest beneficiaries, with
new liquefaction capacity expected to come online
from Pakistan to the Philippines. It’s also creating
opportunities for renewables, an area where China
in particular has been making heavy investments.
Southeast Asian countries have committed to
producing 23% of their energy from renewables
by 2025, but despite tighter regulations, coal is
expected to retain its dominance in the electricity
mix in the years to come. Moreover, weakening
fuel oil prices could see oil competing in power
generation again, affecting the rate of oil-to-gas
switching in price-sensitive emerging markets.
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First, let’s talk about coal. Mike, how difficult will
it be to displace coal from the generation mix?
Mike Cooper: It will be difficult, but possible, going by
the timescales people have in mind. Coal has a fairly
entrenched position in the Asian market, in terms
of power generation. If we look at China and India,
they generate around 70% of their electricity from
thermal coal – that’s quite a high percentage. Thermal
coal production in many countries is also increasing.
From Pakistan to Taiwan and South Korea, many
countries have plans to build more coal-fired power
stations – although they’re not widely publicized.
AA: This structural shift towards cleaner-burning
fuels in Asia’s power market will also affect oil.
Rajesh, can you tell us a little bit more about this?
Rajesh Nair: What we have seen in recent years is a
structural shift in demand for generating fuels from
the utilities sector. This is apparent not only within
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the region, but also globally. Demand for generating
fuels has clearly shifted away from oil to cleaner
and, often, relatively cheaper fuels like LNG.
Since demand peaked in the aftermath of the
Fukushima disaster in the middle of 2012, Japan’s
demand for low-sulfur fuel oil as a generating fuel has
dropped by over two-thirds, a fair share of which has
then been replaced by LNG and coal, and there has
also been something of a revival of its nuclear capacity.
In other traditional demand centers for oil as power
generation fuel – like South Korea, Taiwan, Pakistan,
Bangladesh, Indonesia, Philippines and Vietnam –
there is a clear shift away from oil to mainly LNG.
Pakistan, for instance, is still one of the largest
demand centers of fuel oil for power generation within
the region, importing on average over half a million
mt/month. But with the start-up of the country’s
second LNG terminal in November, fuel oil-based
generation has dropped. In fact, for what was perhaps
the first time ever, Pakistan State Oil offered to
export fuel oil in January in exchange for LNG.
AA: Thanks Rajesh. The switch to gas seems to have
dominated the discourse in Asia’s power markets.
Jeff, what would you say are the biggest challenges
facing Asia’s gas ambitions, and to what extent do
you think LNG can help overcome those challenges?
Jeffrey Moore: The two biggest challenges for Asia’s
switch to gas in the power sector are economics and
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infrastructure. In general, LNG represents a cleaner
fuel source than fuel oil, as just mentioned, but it is
still relatively expensive compared to coal. So there
are roadblocks on the economic side of the equation,
simply because these countries would likely need
to pay more for gas. The other challenge for moving
more towards gas is on the infrastructure side. As
far as building new combined-cycle gas plants goes,
you need access to pipelines and LNG regasification
terminals. These are large investments that take
many years to plan, and many more to implement.
AA: This discussion wouldn’t be complete without
looking at renewables, which are set to play a
growing role as the Paris Climate Agreement
action plan comes into place in 2020. Eric, how
far is Asia from a renewables revolution?
Eric Yep: That’s a very pertinent question. I would
say Asia is still far from writing off fossil fuels
as its primary energy source, but the progress
made by renewables in the last few years is
absolutely stunning and very hard to ignore.
Just 10 years ago, renewable energy was something
that companies would hide under the corporate social
responsibility section of their annual report, but now it
is very much on the front page. Solar and wind energy
have become financially and commercially feasible
alternatives for many utilities, and governments
in the Asia-Pacific region can no longer ignore the
role of renewable energy in the long-term energy
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mix. Solar, wind and hydroelectric are absolutely
essential for the sake of energy diversification and
energy security in Asia’s growing economies.
AA: Rajesh, how could the implementation of the
International Maritime Organization’s new 0.5% cap
on marine fuel sulfur from 2020 affect this picture?
RN: That’s a question any stakeholder in the highsulfur fuel oil universe is now asking as well. The
specification change mandated by the IMO will no
doubt lead to a significant shift in demand for highsulfur residual fuel, which is now used as marine fuel.
A massive amount of HSFO, estimated by S&P Global
Analytics at about 3 million b/d, will need to find a
home going into 2020. It’s naturally conceivable that
HSFO cracks and absolute prices of HSFO would fall
to make it competitive enough to revive demand from
the utilities sector. That said, this isn’t necessarily all
about reducing the oil import bill. It is also an area of
focus by governments to ensure a cleaner environment.
While there would be developing countries that may
revisit HSFO as a generating fuel, demand is not going
to be without a threshold – both from a preference
point of view, as well as from a capacity standpoint.
AA: Jeff, what role will crude oil play in driving
demand for LNG in Asia during the next decade?
JM: The short answer is less and less. Traditionally,
a lot of LNG contracts have been priced on oil, and
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we’re starting to see those contracts roll over and
more contracts move towards a Henry Hub or a
JKM-linked price point. Although crude oil is still
very important for driving LNG demand and prices,
we’re starting to see LNG delink from crude oil prices
and LNG become a much cheaper fuel source.
AA: Eric, what is the main challenge renewables
face when it comes to displacing fossil fuels?
EY: There are a lot of challenges that renewables
face. I would say that the single biggest challenge for
the adoption of renewables is intermittent supply.
What do you do when the sun doesn’t shine or the
wind doesn’t blow? In some regions like Australia,
large-scale battery technologies have been deployed
to support power grids, but for most other regions
batteries do not provide enough back-up to match
the baseload capacity of either coal or gas.
In India, the power grid is very old and there are
concerns the current transmission infrastructure
may not be sufficient to handle large-scale renewable
projects. Other countries like the Philippines and
Indonesia suffer from geographical constraints,
where the challenge is to provide energy to
hundreds if not thousands of island communities
spread across the ocean. Lack of investment and
insufficient policy support are some of the other
problems faced by renewable generators in Asia. n
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China’s
global impact
C

hina’s energy demand, its landmark Belt and Road Initiative and
the supply-side reforms taking shape in its industrial sector have
far-reaching implications for global commodities markets. In
this section, we present a range of insights from across S&P Global
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China’s Belt and
Road Initiative
The BRI is a hugely ambitious plan that will take decades
to realize. If successful, it will fundamentally alter the
geopolitical map of Eurasia. By Paul Gruenwald

Conceived in 2013, China’s Belt and Road
Initiative (BRI) aims at nothing less than
connecting — or under some interpretations,
reconnecting — the Eurasian supercontinent.
This is to be done by land and sea “Silk Roads”,
using infrastructure and industry, led at least
initially by Chinese official financing.
Many of the specifics of the BRI remain fluid, but
it will be a decades-long effort involving dozens of
countries, with a cost running into trillions of dollars.
An undertaking of this magnitude has potentially
large payoffs, as well as potentially large risks.
Success will ultimately rest on whether BRI
projects can win local hearts and minds in the
recipient countries, and whether China’s initial “seed
money” in the BRI will create credit-worthy projects
that attract private sector investment. Seen in this
way, the BRI is arguably the world’s largest venture
capital (VC) project.
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Concept fluidity
Chinese President Xi Jinping introduced the Silk Road
Economic Belt concept in a speech in Kazakhstan in
September 2013.
This initial strategic vision was developed further in the
ensuing years, converging around regional connectivity
and economic integration through the movement of
goods, services and information.
This culminated with a report by the National
Development and Reform Commission entitled “Vision
and Actions on Jointly Building the Silk Road Economic
Belt and 21st Century Maritime Silk Road.”
Given its somewhat fluid definition there is some
debate as to whether the BRI is a new initiative as
opposed to a platform on which to group a collection
of existing initiatives.

Key
Insights
• Risk/reward
trade-off
greater for
China than
other investors
• Energy and
political
security
central to
BRI concept
• Success
depends on
winning hearts,
minds and
private capital

Whatever the correct interpretation, the ambition and
scale are massive.
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Geography and geopolitics
China is bordered by no fewer than 17 countries. Of
particular interest to Beijing are the western borders,
which abut Central Asian countries once part of the
former Soviet Union.
These nations tend to be Islamic and less politically
and economically stable than China. They are seen
as potential sources of risk, particularly in Xinjiang
province in China’s northwest.
Engaging these countries economically and connecting
them to western China through the BRI serves
several purposes:
--

It improves economic outcomes in these countries
and lowers the risk of tensions spilling over
national borders, in effect creating a buffer zone.

--

It increases China’s sphere of influence. This
means achieving better political alignment
with neighboring countries, in tandem or as
a result of infrastructure and investment
projects under the BRI.

--

It potentially creates a network of countries that
use the Chinese currency, Chinese engineering
standards, and where China plays a dominant role
amongst competing regional and global powers.

“energy short” country, since the energy trade deficit
has averaged 3% of GDP over the past decade.
Moreover, China’s continued projected fast growth
means energy demand is expected to continue
outstripping supply. The vulnerabilities of this
recurring deficit factor prominently in the BRI.
In physical security terms, there is potential choke
point at the Straits of Malacca, roughly where
Singapore sits. Around 85% of China’s oil imports
pass through the Straits of Malacca, as well as
about 50% of its gas imports.
Several of the early BRI projects directly address
the vulnerability represented by the Strait of
Malacca chokepoint:
--

The China-Pakistan Economic Corridor is one of
the more advanced, and reportedly the biggest,
BRI project to date. The corridor involves extensive
energy and transport infrastructure projects that
will link western China to the port city of Gwadar
on the Arabian Sea. Chinese firms are converting
Gwadar into a multi-purpose, deepwater port.

--

Recently built oil and gas pipelines from the Bay
of Bengal traverse Myanmar and terminate in
the western Chinese city of Kunming in Yunnan
province, where considerable refining capacity
is reportedly being built. Kunming is also the
terminus of an extensive rail network for Southeast
Asia, parts of which are currently in various states
of construction.

--

In Central Asia, the BRI envisages upgrading
and extending an earlier gas pipeline system
built by the Soviet Union. The goal is to tap
further Turkmenistan’s sizeable gas reserves,
as well as Kazakhstan’s large oil reserves. The
newest pipeline will pass through Khorgos, along
the Kazakh border, where China is currently
constructing the world’s largest dry port.

Energy security
A second driver of the BRI calculus is energy security.
China’s image as a structural trade surplus economy
does not apply to energy, where it runs persistent
trade deficits.
Although China had an overall 2017 current account
surplus of 2% of GDP, the energy trade balance showed
a modest deficit.
Over time, the energy trade balance deteriorates
or improves as global energy prices rise or fall,
respectively. But the fact remains that China is an
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In addition to supply diversification, another strategy
would be to lessen China’s reliance on imported fossil
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Although China had an overall 2017 current
account surplus of 2% of GDP, the energy
trade balance showed a modest deficit

fuels. China is moving aggressively in the areas of
improving energy efficiency and adopting renewables
— in some cases spearheading the technology to do
so – but demand for fossil fuels is still expected to rise
strongly out to 2050.

Venture Capital scheme
The BRI can be viewed as a VC fund with a twist.
Getting infrastructure financed and built has
been a chronic problem for Asia Pacific. This is
particularly true in Southeast and South Asia. The
Asian Development Bank (ADB) now estimates that
the infrastructure needs of Asia will exceed $22.6
trillion through 2030, in order to maintain sufficient
growth momentum. Over half of this will be for power
generation and about one-third will be for transport.
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More importantly, the ADB sees an infrastructure
funding gap – the difference between investment
needs and investment levels – of 5% of GDP in the
group of countries excluding China. China’s gap
is 1.2% of GDP.
The funding gap is not an issue of supply and demand.
There is no shortage of infrastructure demand in
the region, and the potential supply of longer term
investors, both regional and global, is also ample.
Pension funds, insurance funds and sovereign wealth
funds all seek long-term assets to match their longterm liabilities.
Multilateral development banks including the ADB and
World Bank have deep pockets and broad mandates to
fund spending on public goods such as infrastructure.
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CHINA’S PROPOSED NEW SILK ROADS
China’s proposed new silk roads
Moscow
Rotterdam
Duisburg

Almaty

Venice

Huoerguosi

Bishkek
Istanbul

Urumqi
Kashgar

Samarkand

Athens

Beijing

Dushanbe
Tehran

Xi’an

Lanzhou

Islamabad

Zhanjiang
Kolkata

Gwadar

Fuzhou

Beihai
Quanzhou

Hanoi

Guangzhou
Haikou

Colombo
Kuala
Lumpur
Nairobi

Silk Road
Maritime Silk Road
China-Pakistan economic corridor

Jakarta

Source of Silk Road information: Xinhua

Source of Silk Road information: Xinhua

The sticking point has been the risk-return trade-off.

--

Energy security. BRI projects will result in
improved energy security for China as sources are
diversified, bringing benefits beyond the narrowly
defined output of the project. The energy build out
will also help develop and raise incomes in China’s
poorer, western provinces.

--

Network benefits. China’s sphere of influence
across the region will increase as a result of BRI
projects as both economic and non-economic ties
increase. This will provide in-network benefits as
well as a buffer zone against outside influences.

Construction risks, political risks (both policies and
expropriation), exchange rate risks, commodity price
risks and environmental risks have made creditors
hesitant to commit longer-term funds.
As a result, infrastructure demand threatens to
remain unmet, and investment and growth will
correspondingly suffer.
However, there are a number of factors which
suggest a better risk-return trade-off for China
than for other creditors:
--

Trade benefits. BRI projects will likely make the
recipient countries more likely to trade with China
(and use the renminbi), bringing economic benefits
beyond the project itself. The size of markets for
Chinese exports would also increase.
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Investment returns
The Chinese government develops infrastructure
under a build-operate-transfer (BOT) model. Once
an agreement (concession) is granted by the host
government, the projects are built and financed
mainly with Chinese materials and labor.
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A Chinese firm then operates the facility, usually for
a period of 20 to 30 years, splitting the proceeds with
the local counterpart or government. Finally, at the
end of the operating lease period, the project is
transferred to the host government or entity.
The idea is that the costs of the project, including a
target rate of return, can be amortized by payments
during the lease period.
This is the intent, but it is not assured.
There are a number of risks being taken by the
Chinese project companies, including political
risk (including change, or change of view, of the
government), technical or construction risk, market
risk (inputs prices, interest and exchange rates)
and income risk.
In a bad outcome, the project company may be
holding an illiquid asset in a foreign country.
The Chinese government is investing seed money
to fund infrastructure and industry projects in the
target countries.
These target countries are the equivalent of early-stage
or emerging firms in VC parlance. The objective is to
reap returns from these investments, cash out and exit.
However, in a pure VC model the financer would simply
cash out and move on to the next emerging firm. In the
BRI model, the Chinese project company would also
cash out, but there is a clear expectation of an ongoing
relationship between the Chinese government and the
recipient country.

Success measures
Success can be measured in terms of soft power and
financial sustainability.
Soft power boils down to winning the hearts and minds
of the recipient countries. The objective here is to build
a network of commercial and political alliances that
will serve China’s broader geopolitical aims — regional
influence and security.
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Measuring this part of the success equation will be
difficult since much of it will be behavioral. Building
ports, road, bridges and pipelines will be necessary but
not sufficient.
Local populations will need at least to feel that they
have some say in the Eurasian integration project and
that their national identity is being both respected
and preserved. In short, via the BRI, they will need to
buy into the notion of a Chinese-led, but not Chinesedominated, Eurasian block.
Financial success can again be defined along the
lines of a venture fund. As projects get up and
running, Chinese firms will attempt to amortize their
investment under the BOT model. Ultimately, the locals
will take control.
The key here is whether the project (and its spinoffs)
will have long-lasting value to the recipient country, or
will just be seen as an extractive exercise.
The composition of funding in the latter stages of
projects will be important as well. Private sector
participation will signal that the BRI has created value
in the initial stages, and that the risk-return tradeoff has improved to the point of being able to attract
private capital.
Success will also be determined by how the BRI
accommodates or challenges the existing regional
powers on the Eurasian supercontinent, as well as the
current global superpower, the United States.
Managing these relationships will be a challenge, and
this dimension of the BRI challenge should not be
underestimated.
The cost of tensions is this area could overwhelm gains
generated elsewhere.
Yet, if successful, the BRI will alter the geopolitical
map of Eurasia, as well as China’s economic and
political relations with its neighbors near and far, for
decades to come. n
Written in conjunction with S&P Global’s China Senior
Analyst Group.
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The evolution of China’s energy demand
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Supply-side reform:
less is more
More successful than many had imagined, China’s supply-side
reforms should produce more competitive steel and coal industries.
By Sebastian Lewis and Paul Bartholomew

China’s supply-side structural reforms have been
a major part of the 13th Five-Year Plan 20162020. Aimed at optimizing supply of products and
services and thus improving productivity, the
policy has had more success than many might have
imagined in helping to ameliorate the excesses
and tackle the problems brought about by China’s
investment-dependent development model.
This was exacerbated by the huge fiscal
stimulus of 2008-2009, which showered the
economy with cheap credit; from steelmakers
to infrastructure projects to real estate
developers, if a project needed capital it got it.
This resulted in a glut of unwanted fixed assets —
excess industrial capacity and empty apartments
— and on the other side of the balance sheet a huge
build up in debt which threatened economic growth.
Against this backdrop the supply-side reforms have
reduced excess housing inventory, especially in
smaller cities, and removed old, inefficient capacity
in the steel and coal industries, which have been
the particular focus of government attention.
This has helped improve industrial profitability,
lower costs and improve industrial structure, but
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it would be a mistake to think this means that the
coal and steel industries have been cut down to
size. If anything, it has made them stronger.

Key
Insights

Out with the old …

• Industry
restructuring
prompts new steel
expansion plans

China’s steel sector has been plagued by
overcapacity for years. Over 2007-2017, official
statistics suggest steel production grew by more
than 340 million mt, more than the combined
output of Japan, India and the United States.

• Coal use
dependent on
economic growth

Much of this was commodity steel, the raw
material needed to build those infrastructure
projects and apartments that would end up
being a drag on the national balance sheet.

• Construction
slowdown key risk
for steel demand

Oversupply in the Chinese steel industry can
clearly be seen from the export statistics.
Over 2008–2012, when domestic demand was
rising, fueled by the stimulus package, China’s
exports were under 60 million mt/year.
However, as consumption peaked in 2013 and started
to fall thereafter, exports rose, spiking at 112 million mt
in 2015, dragging down steel prices across the globe
and causing trade friction with major trading partners.

September 2018

September 2018

Insight 65

Supply-side reform: less is more

FLOOR SPACE STARTED, COMPLETED AND SOLD
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China targeted the removal of 100-150 million mt/year
of crude steel capacity during the 13th Five-Year Plan,
equivalent to roughly one-tenth of overall capacity.
However, it was the closure of a huge number of
unlicensed induction furnaces (IF) in 2016-2017
that really changed the fortunes of the industry.
It is hard to pin down with accuracy how much steel
China’s IFs produced; small in scale, relying on scrap
to produce low grade construction products, they
were very inefficient, and operated in the shadows.
Usually unlicensed, and often avoiding taxes, at
their height they might have produced anywhere
between 40 million and 80 million mt/year.
Over an eight-month period the government
shuttered an estimated 140 million mt/year of
IF capacity. This saw steel prices rise, especially
for commodity construction products.
The beneficiaries were conventional steelmakers
which saw utilization and margins increase, as well as
mining companies who saw rising demand for iron ore
and coal as the scrap-based IFs exited the market.
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… and in with the new
Perversely, the improved profitability and stronger
balance sheets resulting from the capacity
eliminations have incentivized mills to embark
on a new round of capacity expansions. Around
50 million mt of new electric arc furnace (EAF)
capacity was approved in 2017 and another 20
million mt is likely to be approved this year.
Like IFs, EAFs use electricity and scrap rather
than coal and iron ore to make steel. But they are
much more efficient, using less electricity per
ton, and can produce higher quality products.
Although there may be a reduction in overall
net capacity, the true legacy of China’s supplyside reforms is likely to be a more efficient,
competitive and productive steel industry,
capable of making higher quality products.

Coal rationalization
The problems affecting the coal industry are
if anything more acute than the steel sector.
Seaborne coal prices are formed largely off the
back of southeast coast Chinese coal trade,
affecting markets worldwide, but because there is
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little negative spillover in terms of trade frictions,
the sector makes fewer waves outside China.
In 2017, China had around 4,000 coal mines, with
total capacity of 3.41 billion mt. With only a few
large state-owned players, this led to structural
oversupply and declining corporate profits. With coal
providing around 60% of China’s total energy needs,
the sector is a systemic risk to the whole economy.
Similar to the steel sector, the government
embarked on a program of capacity reductions
and state-sponsored vertical integration.
Around a year and a half after a policy document
outlined plans to integrate coal miners and electricity
generation companies to better match supply with
demand, the government approved the merger of
state-owned Shenhua Group Corp., the country’s
largest coal miner, with China Guodian Corp., one
of its largest power companies. The combined
entity will likely be the world’s largest utility.
Meanwhile, as of this year the government claims
to have cut 800 million mt/year of production
capacity, achieved by closing smaller, privatelyowned mines, especially those with poor safety
records and environmental standards.

This policy saw China increasingly short of coal,
driving up prices and imports by as much as
50%. The effects rippled across the global coal
market, giving a boost to the fortunes of an
industry many had thought in terminal decline.
By the middle of winter, the time of peak coal
demand, prices had risen so much that the
government was forced to relax operating
restrictions, which saw prices ease, but still remain
elevated, compared with the lows of 2014 and
2015, hugely improving the sector’s profitability.
Beijing’s
plans
envisage
adding around

The government will probably exceed its target
of eliminating 800 million mt/year of inefficient
coal mining capacity, and it will stop approving
new mines which produce inferior quality, high
sulfur, high ash coal, but Beijing’s plans also
envisage adding around 500 million mt/year
of advanced coal mining capacity by 2020.

500
million mt/year
of advanced coal
mining capacity
by 2020

The supply-side reforms are just as much
about improving industry structure and the
quality of the coal produced than reducing
coal use — at least in the short term.

China will be hugely reliant on coal for years to
come and its ability to reduce coal use is heavily
dependent on the rate of economic growth. As
in 2017, faster growth means a return to higher
As well as closing mines, the government also
coal use, despite the construction of huge
strictly controlled production, allowing mines to
APPARENT
CONSUMPTION
OF
STEEL AND
FLOOR
SPACE
STARTED
renewables
capacity
and the
restructuring of the
operate for no more
than 276 working days
a year,
economy away from industry to services. n
a huge reduction from their normal 330 days.
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All data used in creating this graphic are from government sources and official published data.
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Construction – China’s
economic bellwether
China’s multi-decade process of
urbanization coupled with housing
market liberalization at the end
of the 1990s precipitated a huge
real estate boom. Rather than
slowing during the 2008-2009
financial crisis, it picked up speed
on the back of Beijing’s massive
stimulus package.
Real estate is in many respects
a bellwether for the Chinese
economy. It is a huge driver of
demand for infrastructure, which
requires cement, plastics and
metals, especially steel – and of
course energy, not to mention the
goods that will fill new apartments
and the services they require.
Moreover, because China’s
banking sector is state controlled,
and the banks are the primary
source of credit, it is a sector over
which the government can exert
influence. However, it is also one
that can sometimes take on a life
of its own in defiance of central
government control.

Taming the beast
China’s real estate investment
grew from under 6% of GDP in
2000 to a peak of 15% in 2014, with
residential housing investment
accounting for two thirds of the
total. The IMF estimates that
around a quarter of China’s GDP
and a quarter of all loans sitting on
bank balance sheets are related
to real estate. Land sales are also
an important source of revenue for
local governments.
The post-financial crisis credit
boom saw a huge increase in real
estate construction starts across
the country, far in excess of sales,
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while completions continued to
grow more or less on trend with
rates seen since the early 2000s.
However, such was demand that
rising prices led to public disquiet in
2011-2012 and again in 2014-2015.
The government tightened credit
and enacted administrative
measures, for example restricting
the purchase of multiple properties,
in an effort to cool the sector. This
resulted in prices falling and sales
volumes slowing, but it didn’t stop
the rise in unsold housing inventory,
especially in smaller third and
fourth-tier cities, which had built up
over 2011-2015.
Since 2015, the government has
made progress in reducing the
excess. In smaller cities, the
government has shifted the focus
of social housing programs from
construction to the purchase
of existing unsold properties
built by developers. Beijing has
taken measures to strengthen
supervision of financial activities,
including non-bank lending,
which is likely to constrain
credit to the sector.
However, if real estate sales
fall significantly, the level
of outstanding debt and the
collapse in demand in associated
sectors poses a significant risk
to the economy.
Urbanization will continue, but with
nearly 60% of China’s population
now classified as urban, and the
number of people living in rural
poverty down from nearly 300
million in 2005 to 30 million by the
end of last year, it is not a process
that can sustain indefinitely the
vigor of the past.
Outside China, the fear for
steelmakers is that the Chinese

property market will collapse,
forcing Chinese mills and traders
to export excess steel, bringing
down international steel and raw
materials prices. A collapse may
not be on the cards, but a return to
the growth levels seen over the last
two decades is very unlikely. n
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China’s EV push fuels
lithium demand
The Asian giant’s move towards electric vehicles, particularly for
buses and commercial vehicles, will ensure that lithium remains
a cornerstone of battery technology. By Sebastian Lewis

Demand for lithium, one of the key materials used
in making lithium ion batteries, is rising rapidly. The
metal is used in a wide variety of industrial applications
including glass, ceramics and greases. But it’s the
use of lithium as a key component in the batteries
powering electric and hybrid electric vehicles that has
so excited markets.
Lithium does not occur naturally in nature. Instead, it
is found in a variety of mineral salts, which need to be
chemically processed to form the lithium compounds
and chemicals required by industry. A number of
lithium compounds are used by industry, but lithium
carbonate is the most commonly used form of the
metal, accounting for more than half of total demand.
The lithium industry often expresses lithium production
and trade in lithium carbonate equivalent (LCE) units.
If EVs, which rely wholly or partly on electricity stored
in batteries as their source of energy, revolutionize
road transport in the way many expect, demand for
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lithium will rise exponentially. China will be at the
forefront of this.
China is already the world’s largest market for EVs,
accounting for nearly half of global sales last year.
This trend is expected to continue, supported by
government policies driving the development and
adoption of electric vehicles. This will require a
significant increase in both lithium carbonate and
increasingly lithium hydroxide, another lithium
compound, which is preferred for making the next
generation of lithium battery technologies.
China accounted for slightly more than half of total
global production last year, producing 123,000 mt LCE,
according to statistics from the China Nonferrous
Metals Industry Association (CNMIA). Of this, 83,000 mt
was lithium carbonate, with the remainder comprising
other compounds, such as lithium hydroxide, lithium
chloride and lithium metal.
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CHINESE LITHIUM CARBONATE IMPORTS AND PRICE
Chinese lithium carbonate imports and price
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Reliance on imports
China is very reliant on imported raw materials,
with many Chinese producers using concentrated
spodumene, a mineral form of lithium mainly imported
from Australia. Producing lithium from spodumene is
expensive, with costs at some Chinese producers
using imported material reported to be more than
$10,000/mt of lithium carbonate. In contrast,
producers making lithium carbonate from
mineral brine, like those in Chile, may have costs
under $2,500/mt.
Strong lithium demand over the last few years has
seen high-cost Chinese producers using imported
spodumene set the marginal price. This has been
reflected in the average price of imported lithium
carbonate, which has more than doubled over the past
year and a half, according to customs data.The price of
battery-grade material is even higher, with S&P Global
Platts assessing battery-grade lithium carbonate CIF
North Asia at $16,000/mt in early August.
With demand continuing to outstrip supply and prices
holding at elevated levels, lithium carbonate imports
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remained strong in the first quarter of this year, up 13%
against the same period of 2017.
In a bid to secure future supplies, Chinese companies
have therefore been looking overseas. China’s Tianqi
Lithium controls 51% of Talison Lithium, the world’s
largest producer of spodumene, most of which is
shipped to China. And in May, Tianqi Lithium bought
24% of Chile’s SQM, the world’s lowest-cost lithium
producer. This should support continuing imports of
lithium carbonate into China even while a number of
new Australian spodumene projects come on line.

Electric buses
One unique feature of the Chinese EV market is the
popularity of battery (BEV) and plug-in hybrid (PHEV)
buses. Due to city governments favoring cleaner
battery technologies over diesel engines, EV buses last
year accounted for over 20% of total sales of buses
in China. This contrasts markedly with passenger
car BEV and PHEV volumes, which although much
higher in absolute terms, accounted for under 2.5% of
total car sales.

EV buses last year
accounted for over

20%

of total sales
of buses in China
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CHINESE SALES OF BEV AND PHEV PASSENGER CARS
AND BUSES

China’s EV push fuels lithium demand
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A new policy introduced this year to promote
development and production of EVs is expected
to change the landscape for EVs in China. Though
ambitious, it could see annual EV sales reach 7
million units by 2025, accounting for 20% of new
passenger car sales.
The scale at which Chinese EV battery production
capacity is expected to rise to meet this demand
can be seen in the recent IPO prospectus by battery
maker CATL, which shows EV battery capacity
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forecast to increase by nearly five times by 2022 to
meet the demands of both local and foreign vehicle
manufacturers in China.
This increase in battery production will see a significant
rise in demand for metals like cobalt, nickel and
lithium. Lithium carbonate is currently the predominant
form of the metal used by battery makers in China, with
lithium-iron-phosphate (LFP) batteries commonly used
by Chinese vehicle manufacturers including BYD, FAWVolkswagen, Geely and Great Wall Motors.
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China’s EV push fuels lithium demand

ESTIMATED LITHIUM CARBONATE DEMAND FROM CHINESE EVS
Estimated lithium carbonate demand from Chinese EVs
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Newer battery technologies, like nickel-cobaltaluminum (NCA) and nickel-manganese-cobalt
(NMC), produce more energy for their size than LFP
technology, but are more expensive owing to the
use of nickel and cobalt. Regardless of the battery
technology and the amount and proportions of other
metals, the amount of lithium required remains more
or less the same. Because newer battery technologies
will produce more energy for their size the, lithium
intensity — the amount of lithium used per unit of
energy the battery produces — is expected to decline
slightly over the next decade. But this will be offset by a
shift to larger battery packs to give EVs the range that
consumers demand.
The next generation of NCA and NMC 8:1:1 batteries,
which use eight parts nickel to one part manganese
and one part cobalt, will favor the use of lithium
hydroxide. However, it is likely that LFP batteries will
continue to be used in China. LFP batteries do not
provide as much energy as an NCA or NMC battery of
the same weight, but in addition to being cheaper to
produce they have a higher thermal stability, making
them safer. NCA batteries in particular can be unstable
and prone to overheating, causing fires. LFP batteries
are therefore likely to continue to be used in China,
especially in vehicles like electric buses where safety is
of paramount importance.

72 Insight

The battery packs used in BEV and PHEV buses are on
average much larger than those found in passenger
cars, which means that they have been a significant
driver of lithium demand. Indeed, S&P Global Platts
estimates that in 2017 buses accounted for around
45% of all lithium demand from the Chinese EV sector.
Given the government’s desire to reduce air pollution
and develop China as a leader in EV technology, it looks
like commercial vehicles, and buses in particular, will
continue to be significant drivers of EV penetration and
lithium demand in the years ahead. n

S&P Global Platts battery-grade
lithium carbonate assessments
The new S&P Global Platts battery-grade
lithium carbonate price assessments are
available to view in our Metals Daily newsletter
or on Platts Metals Alert Page 8888. For more
information, or to share any feedback with us,
please email battery_metals@spglobal.com.
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By Brian Scheid

Just more than a year ago, it was not a question of
‘if’, but ‘when.’
As Venezuela’s leftist leader Nicolas Maduro
consolidated power in an election derided as a fraud by
the international community, the Trump administration
readied exacting sanctions on the South American
nation’s oil sector.
“All options are on the table,” said a senior
administration official during a July 2017 briefing
with reporters, adding that sanctions could be
imposed in a matter of days. “All options are being
discussed and debated.”
Analysts widely expected sanctions on diluent the US
was exporting to Venezuelan refineries first, followed
by a prohibition, perhaps phased in over a matter of
months, on imports of Venezuelan crude into the US.
It was unclear if US refiners, who had long imported
Venezuelan crude, would be allowed to continue under
an interim “grandfathered” arrangement, but analysts
mostly agreed that sanctions were coming.

“We’re going to undertake a very quick study to see: Are
there some things that the US could easily do with our
rich energy endowment, with the infrastructure that we
already have available – what could we do to perhaps
soften any impact of that?” Tillerson, the former CEO of
ExxonMobil, said.
A year later, the US is importing less crude from
Venezuela (about 530,300 b/d in July, according to
preliminary US Customs data), but Gulf Coast refiners,
particularly Valero, continue to rely on these imports.
In fact, US refiners may be importing even more, if
Venezuela’s oil sector was not seemingly in a death
spiral. Roughly one of every five barrels of oil imported
by US Gulf Coast refiners comes from Venezuela.

At the time, the US was importing about 800,000 b/d of
Venezuelan crude and the administration was mostly
concerned about the impact an import embargo would
have on US Gulf Coast refineries, which would need to
look for new sources of heavy crude.

The EIA forecasts Venezuelan
oil production to fall below
1 million b/d by the end of this
year, down from 2.3 million b/d
in January 2016

Oil sector sanctions from the US seemed so likely that
then-US Secretary of State Rex Tillerson told reporters
that the administration was looking at ways to soften
the impact of the sanctions once they were imposed.

The EIA forecasts Venezuelan oil production to fall
below 1 million b/d by the end of this year, down from
2.3 million b/d in January 2016 as joint ventures fall
apart and PDVSA, the state-owned oil company,
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struggles to feed, let alone pay, its workers. PDVSA has
notified international customers than it cannot fully
meet crude supply commitments and the country’s
active rig count has fallen below 30, according to Baker
Hughes International Rig Counts.
By the end of 2019, Venezuelan crude oil output
is expected to plummet to 700,000 b/d, making
it likely that it will produce less than the US
state of New Mexico.
“We’ve never seen an industry or a country collapse
this fast and this hard,” said EIA analyst Lejla Villar in
a recent interview with the S&P Global Platts Capitol
Crude podcast. “We’ve never seen anything like this.”

Industry collapse
The downfall of Venezuela’s chief industry, coupled with
International Monetary Fund predictions that inflation
in the country will skyrocket to 1 million percent by
the end of this year, have created an unusual scenario,
in which Maduro may even welcome US sanctions on
its oil sector. As Venezuela’s economy continues to
unravel, leading to surging prices and rampant hunger,
Maduro could try to pin the blame on sanctions.
“If you break it, you buy it,” said George David Banks, a
former international energy and environment adviser
to President Trump. “The White House doesn’t want to
own this crisis.”
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The US has sanctioned individuals in Venezuela,
including Maduro; prohibited the purchase and sale
of any Venezuelan government debt, including any
bonds issued by PDVSA; and banned the use of the
Venezuela-issued digital currency known as the
petro. But oil sector sanctions are viewed as the
most powerful penalty remaining and one the Trump
administration is more hesitant than ever to use.
“There’s already a humanitarian crisis, but we don’t own
that, the Maduro government owns that,” Banks said.
“We don’t want to lose the people of Venezuela and you
don’t want to pursue a policy that jeopardizes that.”
David Goldwyn, president of Goldwyn Global
Strategies and a former special envoy and coordinator
for international energy affairs at the US State
Department, speculated that it would take extreme
action, such as a military assault on a civilian rebellion,
for the US to now impose oil sector sanctions. “The
system is collapsing and this administration does not
want to own the collapse,” Goldwyn said.
The path ahead for Venezuela’s oil sector has, likely,
never been less certain. And it remains to be seen
what a full collapse of an economy looks like. It is
clear, however, that the US wants to avoid blame for
accelerating that collapse and has abandoned, at least
for now, consideration of oil sanctions.
When Venezuela’s oil sector hits rock bottom, the US
does not want to be accused of dragging it there. n
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Insight from Brussels
By Siobhan Hall

US President Donald Trump may not like it, but
Russia still plans to bring its Nord Stream 2 natural
gas pipeline to Germany online by the end of 2019.

Russian gas
transit
via Ukrain
up to six-year
RUSSIAN
GAS
TRANSIT
VIAback
UKRAINE
BACKhigh
UP TO SIX-YEAR HIGH
120

Neither the threat of US sanctions nor legal efforts
by the European Commission have succeeded so
far in derailing the 55 Bcm/year project. At this
stage it looks like only Russian President Vladimir
Putin has the power to stop it being built, and it’s
difficult to see what would persuade him to do that.

100

The EC’s complaints are that Nord Stream 2 will
concentrate too much Russian gas into one import
route to Europe, and significantly reduce Russian
gas transit through Ukraine. Russia disagrees on
the supply security point and is very clear that
it wants to reduce transit through Ukraine.

20

Its state-owned gas company Gazprom plans to build
Nord Stream 2 across the Baltic Sea along a similar
route to its 55 Bcm/year Nord Stream pipeline, which
came online in 2011. Adding Nord Stream 2 would allow
Russia to send up to 110 Bcm/year to Europe through
the Baltic Sea route – around the same volume that
it was sending through Ukraine in the early 2000s.
Volumes via Ukraine dropped in 2009, partly
because of the global recession that cut overall
European gas demand, and also because of a
local contractual dispute with Russia that halted
flows to Europe for around two weeks. This was
the most serious gas supply crisis Europe has ever
experienced, particularly for several Central and
Eastern European countries, which at that time
were mostly or entirely reliant on Russian gas.
76 Insight
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Ukraine and Russia both blamed each other, while
the EU tried to mediate and also started work
on boosting its resilience to supply shocks. That
included supporting Russia’s first Nord Stream
pipeline, as it diversified import routes and reduced
the EU’s dependence on transit through Ukraine.
Nord Stream 2 will bring Europe back nearly to where
it was 10 years ago – potentially taking 80% of its
Russian gas through one route. It’s no wonder the
EC is frustrated at how things are turning out.

EU gas market more resilient
But the European gas market at the end of 2019
will not be anything like the market in 2009. It will
be vastly more resilient to gas supply shocks from
September 2018
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any direction, thanks to the EU’s efforts to tackle
the vulnerabilities exposed by the 2009 crisis.
These include binding EU gas supply security rules
– something EU governments had rejected before
2009 as being unnecessary. The fallout from the 2009
crisis means that all EU governments now know where
the vulnerabilities are, and have to work together
on preventing or mitigating future supply shocks.
The security rules also promoted more two-way gas
links in Central and Eastern Europe, allowing more gas
to flow from other directions if there is a problem with
Russian supplies – or indeed any supplies. Meanwhile,
new LNG import terminals in Lithuania and Poland
give these countries and their neighbors access to new
supply sources, including – since early 2016 – the US.
Trump’s criticisms of Nord Stream 2 should not
be written off simply as pushing US commercial
interests as an LNG exporter, however. The US
has urged the EU for years to diversify its gas
supplies, long before US LNG was an option.
It was and remains a strong advocate for the
Southern Gas Corridor, which is to bring first gas
from the Caspian region to the EU in 2020.
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Russia needs Ukraine after 2019
The other big difference compared with 2009 is that
the Ukrainian route remains an option after 2019,
if Ukraine and Russia can agree transit terms that
make it viable. The EU knows it will have to import
more gas in future as its own domestic output
declines. Russian transit via Ukraine hit a six-year
high in 2017, driven by strong European demand.
Gazprom has estimated that it will still need to send
some gas – at least 10-15 Bcm/year – via Ukraine
after 2019 to meet supply obligations to European
customers, even with Nord Stream 2 online.
Ukraine is looking for a long-term transit
commitment so that it can attract European
partners to buy into and help manage its gas grid.
It plans to follow EU transmission tariff rules,
and hopes to offer tariffs that would make the
Ukrainian route competitive with Nord Stream 2.
Opponents still hope that Nord Stream 2 will be
blocked or at least delayed, but a ‘plan B’ focused on
maintaining enough transit volumes via Ukraine to keep
the route open is becoming the EC’s political priority. n
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Middle East Executive Petroleum
Conference (MEEPEC 2018)
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Where supply meets demand to learn,
gain insight and do business

Unique market insights with our
world-class conference

S&P Global Platts is pleased announce a new
moment in energy industry calendar – MEEPEC. Our
Middle East Executive Petroleum conference builds
upon the success of APPEC in Singapore and aim’s to
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from the international oil industry will evaluate
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Port of Fujairah tour.
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market perspective needed to help you analyse data
and interpret news events and understand their
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Special rate expires November 1st.

Contact:

conf_registrations@spglobal.com
or +44 207 1766300

Find out more:

www.spglobal.com/platts/en/events/emea/MEEPEC

UPDATE ME

Big Oil bounces back
ExxonMobil reclaims the top spot in this year’s S&P Global Platts
Top 250 Global Energy Company Rankings, amid a rebound in oil prices
and hopes of a US LNG export boom. Article by Harry Weber, with editing
by Jennifer Pedrick
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S&P Global Platts Top 250

Top 50 Companies 2018 vs. 2017
Platts
Rank
2018
1

Platts
Rank
2017
9

Company Name
Exxon Mobil Corp

State
or Country
Texas

The fear of cheap crude for a
long time is quickly becoming
a distant memory.
Region

Industry

Americas

IOG

2

6

PJSC LUKOIL

Russia

EMEA

IOG

3

20

Phillips 66

Texas

Americas

R&M

4

2

E.ON SE

Germany

EMEA

DU

5

13

China Shenhua Energy Co Ltd

China

Asia/Pacific Rim

C&CF

6

8

Valero Energy Corp

Texas

Americas

R&M

7

3

Reliance Industries Ltd

India

Asia/Pacific Rim

R&M

8

10

TOTAL SA

France

EMEA

IOG

9

5

China Petroleum & Chemical Corp

China

Asia/Pacific Rim

IOG

10

12

PTT Plc

Thailand

Asia/Pacific Rim

IOG

11

34

Marathon Petroleum Corp

Ohio

Americas

R&M

12

7

Indian Oil Corp Ltd

India

Asia/Pacific Rim

R&M

13

121

Chevron Corp

California

Americas

IOG

14

155

Equinor ASA

Norway

EMEA

IOG

15

26

JXTG Holdings, Inc

Japan

Asia/Pacific Rim

R&M

16

23

Royal Dutch Shell plc

Netherlands

EMEA

IOG

17

1

OJSC Gazprom

Russia

EMEA

IOG

18

18

NextEra Energy, Inc

Florida

Americas

EU

19

30

National Grid plc

United Kingdom

EMEA

DU

20

200

EnBW Energie Baden-Württemberg AG

Germany

EMEA

EU

21

11

Oil & Natural Gas Corp Ltd

India

Asia/Pacific Rim

E&P

22

101

Suncor Energy Inc

Canada

Americas

IOG

23

55

Exelon Corp

Illinois

Americas

EU

24

179

RWE Aktiengesellschaft

Germany

EMEA

DU

25

138

Eni S.p.A.

Italy

EMEA

IOG

26

116

CNOOC Ltd

Hong Kong

Asia/Pacific Rim

E&P

27

21

SK Innovation Co, Ltd

South Korea

Asia/Pacific Rim

R&M

28

49

Tokyo Electric Power Co Holdings,
Incorporated

Japan

Asia/Pacific Rim

EU

29

24

Enel SpA

Italy

EMEA

EU

30

14

OJSC Transneft

Russia

EMEA

S&T

31

87

Ecopetrol SA

Colombia

Americas

IOG

32

35

Repsol, SA

Spain

EMEA

IOG

33

19

Iberdrola, SA

Spain

EMEA

EU

34

50

Idemitsu Kosan Co,Ltd

Japan

Asia/Pacific Rim

R&M

35

165

Surgutneftegas OJSC

Russia

EMEA

IOG

36

22

OJSC Rosneft Oil Co

Russia

EMEA

IOG

37

28

China Yangtze Power Co,Ltd

China

Asia/Pacific Rim

IPP

38

36

Dominion Energy, Inc

Virginia

Americas

DU

39

235

EOG Resources, Inc

Texas

Americas

E&P

40

99

BP p.l.c.

United Kingdom

EMEA

IOG

41

27

Bharat Petroleum Corp Ltd

India

Asia/Pacific Rim

R&M

42

33

Formosa Petrochemical Corp

Taiwan

Asia/Pacific Rim

R&M

43

25

Electricité de France SA

France

EMEA

EU

44

64

Andeavor

Texas

Americas

R&M

45

43

Polski Koncern Naftowy ORLEN Spólka
Akcyjna

Poland

EMEA

R&M

46

32

Tenaga Nasional Berhad

Malaysia

Asia/Pacific Rim

EU

47

57

PetroChina Co Ltd

China

Asia/Pacific Rim

IOG

48

226

Cenovus Energy Inc

Canada

Americas

IOG

49

31

Duke Energy Corp

North Carolina

Americas

EU

50

16

SSE plc

United Kingdom

EMEA

EU
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A 20% jump in global prices in
2017 pushed benchmark Brent
futures to the highest level in 31
months at the end of December,
boosting revenues and profits
of the world’s biggest integrated
oil and gas companies. That
was quite a change from early
2016, when prices cratered
and there were concerns they
could get even cheaper.
With the rebound, drilling
activity rose, billions of dollars
in new investment were made
from scooping up acreage in
unconventional plays, new
pipelines were announced to carry
more of the resources to market,
and merger and acquisition (M&A)
activity in the industry was robust.
The result: ExxonMobil, based in
Irving, Texas, regained the No. 1
spot on the 2018 S&P Global Platts
Top 250 Global Energy Company
Rankings, after leading the way for
12 consecutive years before falling
to No. 9 in 2017. The 2018 list is
based on data from 2017, including
assets, revenue, profits and return
on invested capital. IOGs held
five of the top 10 spots this year,
with companies that focus on
refining and marketing oil taking
three of the other top 10 spots.
From Asia and the Middle East
to Europe to the US, Big Oil
and its benefactors are talking
with enthusiasm again about
the industry’s outlook.
In its annual report to shareholders
for 2017, Russia’s PJSC Lukoil,
which rose four spots to rank
No. 2 on the 2018 list, spoke of
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Biggest Movers – Up
Platts
Rank
2018

Platts
Rank
2017

Up

Company Name

Region

Industry

13

121

108

Chevron Corp

Americas

IOG

14

155

141

Equinor ASA

EMEA

IOG

20

200

180

EnBW Energie Baden-Württemberg AG

EMEA

EU

22

101

79

Suncor Energy Inc

Americas

IOG

24

179

155

RWE Aktiengesellschaft

EMEA

DU

25

138

113

Eni S.p.A.

EMEA

IOG

26

116

90

CNOOC Ltd

Asia/Pacific Rim

E&P

31

87

56

Ecopetrol SA

Americas

IOG

35

165

130

Surgutneftegas OJSC

EMEA

IOG

39

235

196

EOG Resources, Inc

Americas

E&P

40

99

59

BP p.l.c.

EMEA

IOG

48

226

178

Cenovus Energy Inc

Americas

IOG

61

197

136

The Williams Companies, Inc

Americas

S&T

62

188

126

Canadian Natural Resources Ltd

Americas

E&P

66

147

81

TransCanada Corp

Americas

S&T

70

132

62

ENGIE SA

EMEA

DU

75

130

55

Shaanxi Coal Industry Co Ltd

Asia/Pacific Rim

C&CF

79

203

124

Occidental Petroleum Corp

Americas

IOG

86

NA

165

Apache Corp

Americas

E&P

88

NA

163

HollyFrontier Corp

Americas

R&M

89

145

56

Galp Energia, SGPS, SA

EMEA

IOG

91

NA

160

Chesapeake Energy Corp

Americas

E&P

94

241

147

Devon Energy Corp

Americas

E&P

98

186

88

Kunlun Energy Co Ltd

Asia/Pacific Rim

S&T

100

NA

151

EQT Corp

Americas

E&P

110

171

61

OMV Aktiengesellschaft

EMEA

IOG

114

NA

137

Pioneer Natural Resources Co

Americas

E&P

118

NA

133

Encana Corp

Americas

E&P

121

182

61

Inner Mongolia Yitai Coal Co,Ltd

Asia/Pacific Rim

C&CF

125

NA

126

Concho Resources Inc

Americas

E&P

129

228

99

YPF Sociedad Anonima

Americas

IOG

130

189

59

Entergy Corp

Americas

EU

134

NA

117

Continental Resources, Inc

Americas

E&P

143

NA

108

Southwestern Energy Co

Americas

E&P

144

NA

107

AGL Energy Ltd

Asia/Pacific Rim

DU

153

NA

98

Peabody Energy Corp

Americas

C&CF

158

NA

93

Shanxi Lu'an Environmental Energy
Development Co, Ltd

Asia/Pacific Rim

C&CF

164

NA

87

Antero Resources Corp

Americas

E&P

169

222

53

Rabigh Refining & Petrochemical Co

EMEA

R&M

176

236

60

TAURON Polska Energia SA

EMEA

EU

197

NA

54

Aker BP ASA

EMEA

E&P

199

NA

52

Yangquan Coal Industry (Group) Co, Ltd

Asia/Pacific Rim

C&CF

215

NA

36

Shanxi Xishan Coal & Electricity Power
Co,Ltd

Asia/Pacific Rim

C&CF

220

NA

31

Italgas S.p.A.

EMEA

GU

222

NA

29

Range Resources Corp

Americas

E&P

223

NA

28

EnLink Midstream, LLC

Americas

S&T

235

NA

16

National Fuel Gas Co

Americas

GU

Biggest movers have ascended or descended more than 50 ranks year on year.
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spending money on new technology
that unlocked opportunities
to pad output volumes and
reserves. CEO Vagit Alekperov
described success in each of the
company’s business segments,
with consolidated financial results
reaching a “historical peak.”
France’s Total, which placed No. 8
on this year’s list, took advantage
of the favorable environment by
pursuing efforts to cut costs and
maintain investment discipline.
The company declared in June that
based on its 2017 performance,
it is now “better equipped to
capture the benefits of higher
oil prices and well prepared
in case prices drop again.”
And Thailand’s PTT, No. 10 on
this year’s list, said in March
that its “do now” strategy
would continue to leverage the
pricing trends to enhance its
competiveness and leverage
worldwide economic expansion
and strong demand for petroleum
and petrochemical products.
But underneath the surface, oil’s
real power was its trickle-down
effect on the natural gas market.
In the US, all the drilling in 2017
meant more and more associated
gas was lifted with the oil. That
prompted more additions of
gas-gathering systems, takeaway
capacity and processing facilities.
The supply growth increasingly
found ways to reach new Gulf
Coast demand from LNG exports.
A longtime importer of LNG, the
US has become a major player
in the export scene as Cheniere
Energy ramped up liquefaction
during its first full calendar year
of shipments from its Sabine Pass
terminal in Louisiana in 2017.
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That helped the Houston-based
company make its debut on the
Top 250 list this year with a ranking
at No. 242. Of all the companies
analyzed, Cheniere was on top in
the category of Fastest Growing.
“We’ve only just begun,” Cheniere
CEO Jack Fusco said in an interview
at the company’s headquarters
in Houston. “We’re four contracts
into 15. Our growth rate is going
to be strong for the foreseeable
future just off those contracts.”

Biggest Movers – Down
Platts
Rank
2018

Platts
Rank
2017

Down

Company Name

Region

Industry

78

4

74

Korea Electric Power Corp

Asia/Pacific Rim

EU

90

29

61

The Southern Co

Americas

EU

102

15

87

Centrica plc

EMEA

DU

104

51

53

PPL Corp

Americas

EU

113

40

73

Edison International

Americas

EU

131

71

60

China Resources Power Holdings Co Ltd

Asia/Pacific Rim

IPP

135

59

76

Huaneng Power International, Inc

Asia/Pacific Rim

IPP

160

88

72

Osaka Gas Co, Ltd

Asia/Pacific Rim

GU

162

58

104

Sempra Energy

Americas

DU

163

112

51

Hydro One Ltd

Americas

EU

167

113

54

Inpex Corp

Asia/Pacific Rim

E&P

172

93

79

Kinder Morgan, Inc

Americas

S&T

Top 10

175

91

84

OJSC Federal Hydro-Generating Co RusHydro

EMEA

EU

178

102

76

Interconexión Eléctrica SA E.S.P.

Americas

EU

This year’s top 10 was dominated
by familiar names.

180

122

58

Acciona, SA

EMEA

EU

Since the rankings were first
released in 2002, IOGs have led
the list every year, and that is
true once again for 2018. But this
time, ExxonMobil is back on top.
Strength in the global oil markets
and the company’s decision
last year to invest up to $6.6
billion to more than double
its production capacity in the
Permian Basin, which spans
West Texas and southeastern
New Mexico, have contributed
to ExxonMobil’s resurgence.
The majors have shown significant
interest in the Permian in
particular, not just for oil, but
also for the associated gas
being lifted with the oil.
The demand helped push Texas oil
and gas activity, measured by the
Texas Alliance of Energy Producers,
higher for the nineteenth
consecutive month as of June 2018.
New midstream infrastructure
last year and in 2018 to date
boosted upstream production and
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187

107

80

Huadian Power International Corp Ltd

Asia/Pacific Rim

IPP

189

129

60

VERBUND AG

EMEA

EU

201

150

51

BKW AG

EMEA

EU

210

152

58

Shenergy Co Ltd

Asia/Pacific Rim

IPP

214

162

52

Reliance Infrastructure Ltd

Asia/Pacific Rim

EU

216

47

169

Centrais Elétricas Brasileiras SA Eletrobras

Americas

EU

219

161

58

The AES Corp

Americas

IPP

224

153

71

Hawaiian Electric Industries, Inc

Americas

EU

226

168

58

NHPC Ltd

Asia/Pacific Rim

IPP

229

143

86

NiSource Inc

Americas

DU

233

157

76

Public Power Corp SA

EMEA

EU

237

164

73

ACEA S.p.A.

EMEA

DU

Biggest movers have ascended or descended more than 50 ranks year on year.

exploration companies’ ability to
deliver more oil and gas from West
Texas to the Gulf Coast, giving
them an incentive to raise output.

synchronized and avoid value
leakage along the supply chain.
The whole of ExxonMobil is worth
more than the sum of our parts.”

“We’re connecting our oil and
natural gas production in the US
Permian Basin with our Gulf Coast
refineries and chemical plants,
which are producing higher-value
fuels and chemicals at a cost below
our competition,” ExxonMobil
CEO Darren Woods said in the
company’s annual report for 2017.
“Our midstream facilities, including
a strategic terminal we acquired,
ensure our operations remain

ExxonMobil said its growth is also
due to LNG operations in Papua
New Guinea and Mozambique,
and investments in capacity and
manufacturing new products
in its chemical business.
Some of the same dynamics also
gave a boost to US oil refiners, with
Houston-based Phillips 66 jumping
to No. 3 on the 2018 list from No.
20 in 2017, and San Antonio-based
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Valero Energy inching up to No.
6 this year from No. 8 last year.
Phillips 66 benefited from
completion of several major
infrastructure projects along
the Gulf Coast, including two
polyethylene units that became
operational in fall 2017 and
the ramp-up of a new ethane
cracker. Investments in several
pipeline projects that move
crude to the market have also
helped the company grow.
Valero, meanwhile, saw higher
refinery throughput capacity
utilization, strong volumes and
robust exports of gasoline and
distillate. A pipeline started up
that increased the company’s
crude blend quality and supply
flexibility, and a cogeneration
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plant went online that Valero said
was expected to improve supply
reliability for power and steam.
Not all oil majors and refiners
followed the same trajectory,
however. China Petroleum and
Chemical slipped to No. 9 in 2018
from No. 5 last year, while India’s
Reliance Industries fell to No. 7 this
year from No. 3 on the 2017 list.
In the diversified utility sector,
Germany’s E.ON was among the
most notable upward movers
on 2017’s list, shooting up 112
places to No. 2 from No. 114 in
2016. In 2018, though, it slid to
No. 4. State-owned coal mining
company China Shenhua Energy
advanced eight spots to No. 5 this
year from No. 13 on the 2017 list.

Liability for nuclear waste weighed
on E.ON, with the company paying
about €10 billion ($11.7 billion) after
reaching an agreement with the
German federal government. It also
saw a negative trend in customer
numbers at its sales business
during the first half of 2017, and it
embarked on a cost reduction and
management simplification plan.

Fastest growing
Compound growth rates analyzed
in the latest rankings showed
the strength of a newcomer
to the rankings – Cheniere.
Only two years ago, it became the
first US exporter of LNG produced
from shale gas when it launched
its initial cargo from Sabine Pass to
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Fastest Growing
Industry

3 Year
CGR %

Platts
Top 250
Rank

S&T

175.8

242

E&P

84.2

197

Canada

E&P

64.3

205

Lundin Petroleum AB (publ)

Sweden

E&P

36.5

194

5

Diamondback Energy, Inc

Texas

E&P

34

200

6

Yanzhou Coal Mining Co Ltd

China

C&CF

32.3

74

7

Oil & Natural Gas Corp Ltd

India

E&P

31

21

8

Kunlun Energy Co Ltd

Hong Kong

S&T

30.4

98

9

CGN Power Co, Ltd

China

IPP

30.1

97

10

Emera Incorporated

Canada

EU

28.4

206

11

Gulfport Energy Corp

Oklahoma

E&P

26.4

221

12

Interconexión Eléctrica SA E.S.P.

Colombia

EU

23.5

178

13

NLC India Ltd

India

IPP

22.9

230

14

China Yangtze Power Co,Ltd

China

IPP

22.3

37

15

China National Nuclear Power Co, Ltd

China

IPP

21.3

142

16

YPF Sociedad Anonima

Argentina

IOG

21.2

129

17

Electricity Generating Public Co Ltd

Thailand

IPP

21.1

243

18

Huaneng Renewables Corp Ltd

China

IPP

19.7

191

19

Power Grid Corp of India Ltd

India

EU

19.2

106

20

Antero Resources Corp

Colorado

E&P

18.5

164

21

ENN Energy Holdings Ltd

China

GU

18.4

137

22

EnLink Midstream, LLC

Texas

S&T

18.1

223

23

Beijing Jingneng Clean Energy Co, Ltd

China

IPP

17.7

239

24

Hubei Energy Group Co, Ltd

China

IPP

16.7

225

25

CPFL Energia SA

Brazil

EU

15.6

183

26

Fortis Inc

Canada

EU

15.4

128

27

WEC Energy Group, Inc

Wisconsin

DU

15.2

80

28

Cosan Ltd

Brazil

R&M

15.1

245

29

PAO NOVATEK

Russia

E&P

14.6

60

30

GS Holdings Corp

South Korea

R&M

14.3

83

31

Shanxi Lu'an Environmental Energy
Development Co, Ltd

China

C&CF

13.7

158

32

Inner Mongolia Yitai Coal Co,Ltd

China

C&CF

13.4

121

33

Inter Pipeline Ltd

Canada

S&T

13.3

193

34

PJSC Tatneft

Russia

E&P

12.7

54

35

Reliance Infrastructure Ltd

India

EU

11.5

214

36

China Resources Gas Group Ltd

Hong Kong

GU

11.5

138

37

Aboitiz Power Corp

Philippines

IPP

11.2

196

38

Türkiye Petrol Rafinerileri A.S.

Turkey

R&M

10.7

93

39

China Longyuan Power Group Corp Ltd

China

IPP

10.5

166

40

Yangquan Coal Industry (Group) Co, Ltd

China

C&CF

10.3

199

41

Hera S.p.A.

Italy

DU

10.2

181

42

Iren SpA

Italy

DU

9.9

195

43

Surgutneftegas OJSC

Russia

IOG

9.8

35

44

Saudi Electricity Co

Saudi Arabia

EU

9.7

71

45

TransCanada Corp

Canada

S&T

9.7

66

46

Pingdingshan Tianan Coal. Mining Co, Ltd China

C&CF

8.8

231

47

Coal India Ltd

India

C&CF

8.5

57

48

Grupo Energía Bogotá SA E.S.P.

Colombia

GU

8.5

188

49

Shenergy Co Ltd

China

IPP

8.2

210

50

Rosseti, OJSC

Russia

EU

7.7

56

Fastest
Growing
Rank
1

Company Name

State
or Country

Cheniere Energy, Inc

Texas

2

Aker BP ASA

Norway

3

Seven Generations Energy Ltd

4
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Brazil in February 2016. Currently,
it has four liquefaction units,
or trains, operating, with a fifth
expected to begin production
by the end of 2018. At its export
terminal in Corpus Christi, Texas,
the first train is expected to
begin production by the year’s
end, with another train under
construction and a third planned.
The increase in liquefaction and
volume of exports, backed by
20-year take-or-pay contracts
with buyers around the world
including in Asia and Europe,
contributed to a three-year
compound growth rate (CGR) of
175.8%, more than double the rate
of 2018’s second-fastest-growing
company, Norway’s Aker BP ASA,
an exploration and production firm.
Fusco, Cheniere’s CEO, attributed
the success to a shift in strategy
to being a one-stop shop for
LNG in the global market.
“We pivoted to where we started
delivering cargoes to end-use
customers – basically utilities
around the world,” Fusco said.
“So, we’ve now delivered 400
cargoes to 28 different countries,
and we’ve targeted those utilities
that use it the way we use it –
power generation, industrial
use (mainly fertilizers), home
heating and home cooking.”
“They don’t want to worry about
buying gas in America and
shipping through the Panama
Canal around the world,” he
added. “So, they like us being a
full-service provider, and we’re
frankly the only ones. We feel very
good about making that pivot.
We’re going to continue to do that,
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and we think that’s a competitive
advantage for us going forward.”

US Gulf Coast, in part because of
the shorter shipping time to Asia.

For the foreseeable future,
Cheniere plans to stick to
the fundamentals.

Another E&P company, Oklahoma
City-based Gulfport Energy, was
eleventh among the fastestgrowing energy companies,
posting a three-year CGR of 26.4%.
Gulfport has been racking up gas
production gains in its two core
operating areas – the Utica shale
and the Midcontinent’s SCOOP
play. Its position in both places
bodes well for future rankings,
as internal rates of return in the
SCOOP and Utica Wet gas plays,
while not as strong as in the
Bakken and Permian, have been
healthy year to date, S&P Global
Platts Analytics data shows.

“I’m a simple guy,” Fusco said.
“I’m going to run the place very
straightforward. We’re either
going to invest the cash we’re
going to generate back into
our core business, which is
LNG, or we’re going to give it
back to our shareholders.”
Five of the top 10 fastest-growing
companies on the 2018 list are in
the E&P sector. Independent power
producers also had a good showing
in the category, holding six of the
top 20 spots for Fastest Growing.
Canada’s Seven Generations
Energy recorded a three-year CGR
of 64.3%, bringing it to third in the
Fastest Growing segment. The
natural gas producer is heavily
tied to the prolific Montney play
in Western Canada, where there
has been increased interest
among industry players.
While the resource play has
produced gas since 1998,
producers and pipeline operators
have been bullish over the last few
years on the potential for growth
in the area, in part because of the
demand that would be created
from further LNG exports. Canada’s
minister of natural resources,
Jim Carr, told LNG buyers from
around the world gathered at
the World Gas Conference in
Washington in June that his
country believes exports from
Western Canada could compete
favorably with exports from the
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M&A activity has also fueled
some of the growth, especially
in the US. While 2016 recorded
several transformational deals,
predominantly in midstream and
oilfield services, megadeals in
2017 were mostly restructuring or
drop-down-related transactions
in the upstream or midstream
segments, according to a report
by PricewaterhouseCoopers in
January. In terms of regions of
interest, the Gulf of Mexico saw a
surge of deals activity tied to it in
the fourth quarter, the report said.
China Yangtze Power Co., which
owns, operates and manages
hydropower generation assets,
was fourteenth in the FastestGrowing segment, with a threeyear CGR of 22.3%, while China
National Nuclear Power Co., which
runs nuclear power plants and
has operations in fuel assembly
fabrication and nuclear waste
disposal, was fifteenth, with
a three-year CGR of 21.3%.

Denver-based Antero Resources,
a major gas producer in the
Appalachian Basin in the US
Northeast, rounded out the top
20 fastest-growing companies,
with a three-year CGR of 18.5%.
Antero has been focusing on
its Marcellus shale inventory
and, on the NGLs side, trying to
deliver more supply to market
via Energy Transfer Partners’
Mariner East pipeline project.

Regional breakdown
IOGs dominated in Europe, the
Middle East and Africa in this
year’s rankings, while refining
and marketing companies
were the primary leaders in
Asia and the Pacific Rim.
Norway’s Equinor, an IOG
known as Statoil until it
changed its name earlier in
2018, ranked fourth in EMEA
and No. 14 overall, benefitting
from record-high international
production and several new
growth-focused projects.
UK utility National Grid, which has
significant operations in New York
and New England, came in seventh
in the region and No. 19 among
the Top 250. Italy’s Eni, which is
seeing new oil discoveries and a
growing LNG business, registered
tenth in EMEA and No. 25 overall.
In Asia and the Pacific Rim, stateowned Indian Oil Corporation,
which has recorded strong sales
volumes and refining and pipelines
throughput, ranked fifth in the
region and No. 12 overall, while
Tokyo Electric Power Co. Holdings
(TEPCO) registered tenth in the
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Regional Leaders
The Americas
Rank

Company Name

State or Country

1

Exxon Mobil Corp

Texas

IOG

Industry

1

Platts Top 250 Rank

2

Phillips 66

Texas

R&M

3

3

Valero Energy Corp

Texas

R&M

6

4

Marathon Petroleum Corp

Ohio

R&M

11

5

Chevron Corp

California

IOG

13

6

NextEra Energy, Inc

Florida

EU

18

7

Suncor Energy Inc

Canada

IOG

22

8

Exelon Corp

Illinois

EU

23

9

Ecopetrol SA

Colombia

IOG

31

10

Dominion Energy, Inc

Virginia

DU

38

Asia/Pacific Rim
Rank

Company Name

State or Country

1

China Shenhua Energy Co Ltd

China

C&CF

Industry

5

Platts Top 250 Rank

2

Reliance Industries Ltd

India

R&M

7

3

China Petroleum & Chemical Corp

China

IOG

9

4

PTT Plc

Thailand

IOG

10

5

Indian Oil Corp Ltd

India

R&M

12

6

JXTG Holdings, Inc

Japan

R&M

15

7

Oil & Natural Gas Corp Ltd

India

E&P

21

8

CNOOC Ltd

Hong Kong

E&P

26

9

SK Innovation Co, Ltd

South Korea

R&M

27

10

Tokyo Electric Power Co Holdings,
Incorporated

Japan

EU

28

Rank

Company Name

State or Country

Industry

Platts Top 250 Rank

1

PJSC LUKOIL

Russia

IOG

2

2

E.ON SE

Germany

DU

4

3

TOTAL SA

France

IOG

8

4

Equinor ASA

Norway

IOG

14

5

Royal Dutch Shell plc

Netherlands

IOG

16

6

OJSC Gazprom

Russia

IOG

17

7

National Grid plc

United Kingdom

DU

19

8

EnBW Energie Baden-Württemberg AG

Germany

EU

20

9

RWE Aktiengesellschaft

Germany

DU

24

10

Eni S.p.A.

Italy

IOG

25

EMEA
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region and No. 28 overall. TEPCO
has been focused on improving
profits despite periods of increases
in fuel costs and purchased
electricity, and it has been working
to put the 2011 Fukushima
disaster behind it as it brings
nuclear reactors back online.
In the Americas, the leaders
represented a fairly even
distribution of IOGs, refiners,
marketers and utilities.
Canada’s Suncor Energy, a
leading oil sands producer, came
in seventh in the Americas and
No. 22 overall. Colombia’s statecontrolled Ecopetrol ranked ninth
in the region and No. 31 overall.
It saw gains in efficiency and
refining in 2017 even as exports
fell during rebel attacks on a key
oil pipeline and amid demand for
increased crude feedstock at its
Reficar refinery near Cartagena.
Dominion Energy, a power
producer, gas pipeline operator
and LNG exporter based in
Richmond, Virginia, was tenth
in the Americas region in 2018
and No. 38 overall in the Top
250. The startup of Dominion’s
Cove Point LNG export terminal
in Maryland earlier in the year is
expected to drive future growth.
“Cove Point is the first export
facility to operate on the East
Coast of the United States and only
the second new LNG facility to be
constructed nationwide,” Dominion
Energy CEO Thomas Farrell said
in an investor call in April. “At a
cost of $4 billion, it is the largest
construction project to date for
Dominion Energy and is actually
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the largest project ever constructed
in the state of Maryland.”
Also on the horizon, the 600mile Atlantic Coast Pipeline — a
joint venture of Dominion, Duke
Energy (No. 49 overall), Southern
Company (No. 90 overall) and
Duke’s Piedmont Natural Gas, and
to be operated by Dominion — is
part of a wave of new infrastructure
meant to boost demand markets’
access to constrained gas in the
US Northeast producing region.
Startup is currently scheduled
for late 2019, though Dominion
has been fighting strong
opposition from environmental
and conservation groups.

Coal’s climb
While oil and gas interests
saw strength in the latest Top
250 rankings, coal companies
also rebounded as a result
of rising energy demand.
According to British oil giant
BP’s Statistical Review of
World Energy released in June,
before 2017 there were three
consecutive years of little or no
growth in carbon emissions from
energy consumption, as global
energy companies committed
to using cleaner-burning fuels
and working to counter the
impacts of global warming.
That trend partially reversed in
2017, the report said, with coal
consumption increasing by 25
million tons of oil equivalent
(mtoe), or 1%, the first growth
since 2013. India and China led
the growth. World coal production
grew by 105 mtoe, or 3.2%, the
fastest rate of growth since
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2011, BP said. US output also
rose, with domestic producers
increasing exports to Asia.
The developments help explain
why China’s Yanzhou Coal Mining
Company was the fastest-growing
energy company in Asia by industry
segment. It recorded a three-year
CGR of 32.3% and registered at
No. 74 in the overall Top 250.
Elsewhere, China’s Inner Mongolia
Yitai Coal Co. rose 61 spots to
No. 121 in 2018 from No. 182 last
year, and Yangquan Coal Industry
Group advanced 52 spots to No.
199 on this year’s Top 250.
St. Louis-based Peabody Energy
placed seventh among global
leaders in the coal sector and
No. 153 in the overall rankings.

since 2013. The 10-year average
is 1.7% per year, BP’s report
said. In terms of fuel, natural
gas accounted for the largest
increment in energy consumption,
followed by renewables, then oil.
In turn, energy companies that
have significant operations
in the gas sector were among
the biggest upward movers in
this year’s overall rankings.
Tulsa, Oklahoma-based gas
pipeline operator Williams
advanced 136 spots to No.
61 this year from No. 197 last
year, while shale gas producer
Chesapeake Energy moved up 160
spots to No. 91. Other major US
gas producers, including Devon
Energy, EQT and Southwestern
Energy, also recorded significant
jumps in the rankings.

“Global energy markets in 2017
took a backward step in terms of
the transition to a lower carbon
energy system: growth in energy
demand, coal consumption and
carbon emissions all increased,”
BP said in the report. “But that
should be seen in the context of
the exceptional outcomes recorded
in the previous three years. Some
backsliding was almost inevitable.”

In Europe, Portugal’s Galp Energia,
which has operations in natural
gas supply, transportation and
storage, came in at No. 89 in
this year’s Top 250, up from No.
145 on the 2017 list. France’s
Engie, which has operations in
electricity, natural gas and energy
services, moved up to No. 70 in
2018 from No. 132 last year.

With China’s Blue Sky initiative
to reduce carbon emissions
ramping up in 2018, coal’s
resurgence could be short-lived.
US exporters expect to ship more
gas to China in the future.

Beyond Europe, economic growth
last year was especially robust in
the developing world, accounting
for nearly 80% of the expansion
in global energy consumption,
according to BP’s statistical review.

Economic growth
Beyond coal, economic growth
around the world led to gains
in energy use. Primary energy
consumption growth averaged
2.2% in 2017, the fastest growth

Argentina’s YPF Sociedad Anonima,
an IOG, posted a three-year CGR
of 21.2%, helping it land at No.
129 on this year’s Top 250, while
Brazil’s CPFL Energia, an electric
utility, recorded a three-year
CGR of 15.6% and came in at No.
183 in the overall rankings.
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Elsewhere in the developing world,
the Philippines’ Aboitiz Power, an
independent power producer, had
a three-year CGR of 11.2% and
came in at No. 196 in the rankings,
while Turkey’s Turkiye Petrol
Rafinerileri, a crude oil refiner,
posted a three-year CGR of 10.7%
and a Top 250 ranking of No. 93.

The future
As 2018 has moved along, oil
prices have continued to move
up for producers, midstream
operators and exporters.
In its latest M&A deals report in
July, PwC said it believes there
is a foundation for oil prices to
rise over the next three years and
potentially hit new record highs
of $140/b. It said the reduction
in M&A investment – which
began in 2015 and continues to
some extent currently – resulted
in a pause in exploration and
development activity, creating a
lag in the addition of volumes.
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“Looking ahead at the next five
years, the shortage of supply is
clear, yet the prevailing narrative is
balanced fundamentals,” PwC said.
Meanwhile, demand for US oil,
gas and petrochemicals is strong.
In the coming years, China is
expected to overtake Japan as
the world’s biggest importer of
LNG. New pipelines are being built
or proposed to move resources
to end-users. Gazprom’s Nord
Stream 2 gas pipeline would
run across the Baltic Sea to
connect Russia and Germany.
Market participants fear
momentum could be stalled or
reversed because of geopolitical
concerns and escalating trade
tensions between the US and its
allies and adversaries alike.
The Trump administration’s move
to impose a 25% tariff on imports
of steel and tariffs on large
swaths of goods and services
from several countries, including

China, has caused consternation
in global energy markets.
BP, which ranked No. 40 on this
year’s Top 250, worries the tariffs
could impact costs associated
with its 140,000 b/d Mad Dog
2 project in the Gulf of Mexico.
TransCanada, No. 66 on the
2018 list, could face hundreds of
millions of dollars in extra costs
on its Keystone XL expansion.
And Houston-based Kinder Morgan,
which transports more than a third
of the gas consumed in the US and
ranked No. 172 on this year’s Top
250, said July 18 in a conference
call with investors that the tariffs
have raised questions about costs
for the company as it works on
several major new pipeline projects,
including its 1.98 Bcf/d Gulf Coast
Express that would boost takeaway
capacity from the Permian Basin.
“It’s created uncertainty, there
is no question about it,” Kinder
Morgan CEO Steve Kean said
on the call. “And so it’s an

September 2018

uncertainty that we are actively
managing and working on.”
As September neared, the steel
tariffs were challenged in court,
and dozens of energy companies
that do business in the US
filed hundreds of requests for
exemptions from the tariffs.
Among the requests for exclusions
were a half dozen filed by Cheniere
for carbon and alloy pipe and tube,
related to its Midcontinent Supply
Header Interstate Pipeline project,
which would boost takeaway
capacity from Oklahoma’s
Anadarko Basin to support growing
Gulf Coast demand for LNG exports.
Because of the quality of the pipe
needed and when the pipe was
needed, the company procured
steel for Midship from a Canadian
supplier. Without the steel tariff
exemption, Cheniere still expects
to build the pipeline, but the
costs would go up significantly.
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As it looks to continue its growth
trajectory, Cheniere is hoping
Washington does not create
obstacles. That may be a problem,
as China said on August 3 that
it may impose 25% tariffs on
American LNG cargoes if President
Trump follows through on his
threat to escalate the trade war
between the US and Beijing.
China’s announcement rattled
investors in the US LNG sector.
Cheniere would see the greatest
immediate impact from Chinese
tariffs on US LNG. The company
has shipped dozens of cargoes
from its Sabine Pass terminal to
China on a spot basis, and it has
two long-term sales agreements
with state-owned China National
Petroleum Corporation that
supported its decision to build
a third liquefaction unit at its
Corpus Christi, Texas, facility.
Competition, too, is something this
year’s fastest-growing company is
thinking about as it moves forward.

“It’s a world market, so it’s not
just Cheniere competing against
Freeport or Cameron or Cove Point.
It’s Cheniere against the Qataris,
the Russians, Mozambique, LNG
Canada,” CEO Fusco said. “So
the US entities, including us,
we spend a lot of time trying to
drive out our efficiencies and
effectiveness and drive our costs
down. We’re going to have to learn
how to be competitive on the
world market or we’re not going to
be around. It doesn’t matter how
much gas is available in the US.”
Overcoming logistical challenges
will also be important to
the future, Fusco said.
“We’re a long ways away from Asia,”
he said. “That’s why it helps for us
to get an early start, to get all of
our processes stood up and to be
able to deliver and understand how
hard it is, how easy it is, and what it
takes to be successful long term.” n
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CGR%

Industry

348691

3

238883

4

19710

1

8

44

-13.2

IOG
IOG

1

Exxon Mobil Corp

Texas

Americas

2

PJSC LUKOIL

Russia

EMEA

84268

28

95724

9

6753

8

10

30

2.5

3

Phillips 66

Texas

Americas

54371

49

89340

12

5100

11

14

13

-15.2

R&M

4

E.ON SE

Germany

EMEA

65400

42

44990

29

4588

14

20

4

-30.3

DU

5

China Shenhua Energy Co Ltd

China

Asia/Pacific Rim

89235

27

38833

33

7461

7

10

31

-0.6

C&CF

6

Valero Energy Corp

Texas

Americas

50158

54

88407

13

4061

17

13

16

-10.9

R&M

7

Reliance Industries Ltd

India

Asia/Pacific Rim

121743

19

60885

24

5380

9

8

60

2.8

R&M

8

TOTAL SA

France

EMEA

242631

9

149099

6

8631

5

5

106

-11.1

IOG

9

China Petroleum & Chemical Corp

China

Asia/Pacific Rim

249080

8

368334

1

8000

6

5

115

-5.8

IOG

10

PTT Plc

Thailand

Asia/Pacific Rim

69749

36

62357

22

4172

16

8

60

-8.5

IOG

11

Marathon Petroleum Corp

Ohio

Americas

49047

56

67294

20

3430

26

10

32

-9.7

R&M

12

Indian Oil Corp Ltd

India

Asia/Pacific Rim

44094

66

62858

21

3374

28

13

19

-2.1

R&M

13

Chevron Corp

California

Americas

253806

7

127485

7

9195

4

5

118

-12.8

IOG

14

Equinor ASA

Norway

EMEA

111100

23

60972

23

4590

13

7

80

-14.3

IOG

15

JXTG Holdings, Inc

Japan

Asia/Pacific Rim

77118

32

93928

10

3300

29

7

69

2.5

16

Royal Dutch Shell plc

Netherlands

EMEA

407097

1

305179

3

12977

2

5

136

-10.2

IOG

17

OJSC Gazprom

Russia

EMEA

294082

5

105550

8

11517

3

5

131

5.4

IOG

18

NextEra Energy, Inc

Florida

Americas

97827

25

17195

72

5378

10

8

44

0.3

EU

19

National Grid plc

United Kingdom EMEA

78243

31

20297

63

4779

12

8

53

4.5

DU

20

EnBW Energie Baden-Württemberg AG

Germany

EMEA

45336

64

25843

50

2401

42

16

9

1.6

EU

21

Oil & Natural Gas Corp Ltd

India

Asia/Pacific Rim

68635

38

54022

26

3297

30

7

72

31

E&P

22

Suncor Energy Inc

Canada

Americas

69172

37

24773

51

3446

25

7

64

-7

IOG

23

Exelon Corp

Illinois

Americas

116700

21

33531

41

3770

20

6

99

6.9

EU

24

RWE Aktiengesellschaft

Germany

EMEA

80724

29

49966

28

2221

45

6

84

-2.7

DU

25

Eni S.p.A.

Italy

EMEA

134340

16

78222

17

3944

18

5

136

-12

IOG

26

CNOOC Ltd

Hong Kong

Asia/Pacific Rim

96356

26

29099

45

3852

19

5

124

-12

E&P

27

SK Innovation Co, Ltd

South Korea

Asia/Pacific Rim

31971

92

43191

30

1948

51

8

43

-11.1

R&M

28

Tokyo Electric Power Co Holdings,
Incorporated

Japan

Asia/Pacific Rim

114816

22

53350

27

2900

36

5

136

-4.9

EU

29

Enel SpA

Italy

EMEA

181930

12

85413

14

4417

15

4

184

-0.5

EU

30

OJSC Transneft

Russia

EMEA

46561

61

14259

81

3095

31

8

58

4.5

S&T

31

Ecopetrol SA

Colombia

Americas

41063

75

19497

65

2501

40

8

55

-5.3

IOG

32

Repsol, SA

Spain

EMEA

69967

35

41330

32

2445

41

5

136

-3.8

IOG

33

Iberdrola, SA

Spain

EMEA

129385

17

36544

35

3573

22

4

172

1.3

EU

34

Idemitsu Kosan Co,Ltd

Japan

Asia/Pacific Rim

26628

109

34017

39

1480

68

9

35

-6.9

R&M

35

Surgutneftegas OJSC

Russia

EMEA

68361

39

18644

68

2967

35

5

111

9.8

IOG

36

OJSC Rosneft Oil Co

Russia

EMEA

197148

11

90746

11

3580

21

3

215

1.5

IOG

37

China Yangtze Power Co,Ltd

China

Asia/Pacific Rim

46740

59

7687

143

3467

24

10

33

22.3

IPP

38

Dominion Energy, Inc

Virginia

Americas

76585

33

12586

95

2999

34

5

103

0.4

DU

39

EOG Resources, Inc

Texas

Americas

29833

99

11288

107

2583

38

11

22

-12.2

E&P

40

BP p.l.c.

United Kingdom EMEA

276515

6

238802

5

3388

27

2

229

-12.1

IOG

41

Bharat Petroleum Corp Ltd

India

Asia/Pacific Rim

17958

144

35161

36

1343

70

12

21

-0.9

R&M

42

Formosa Petrochemical Corp

Taiwan

Asia/Pacific Rim

14489

171

20954

60

2692

37

21

3

-11.9

R&M

43

Electricité de France SA

France

EMEA

328173

4

81393

16

3049

33

2

220

-1.7

EU

44

Andeavor

Texas

Americas

28573

103

34204

38

1520

65

7

67

-5.1

R&M

45

Polski Koncern Naftowy ORLEN Spólka
Akcyjna

Poland

EMEA

16548

159

26013

49

1815

56

16

9

-3.7

R&M

R&M

46

Tenaga Nasional Berhad

Malaysia

Asia/Pacific Rim

36269

85

11936

102

2078

47

8

53

47

PetroChina Co Ltd

China

Asia/Pacific Rim

375392

2

314707

2

3559

23

1

262

-4.1

IOG

48

Cenovus Energy Inc

Canada

Americas

31638

94

13173

89

1753

58

8

57

-4.6

IOG

49

Duke Energy Corp

North Carolina

Americas

137914

15

23189

55

3059

32

3

198

1.8

EU

50

SSE plc

United Kingdom EMEA

30898

96

41561

31

1094

84

6

89

-0.5

EU
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51

American Electric Power Co, Inc

Ohio

Americas

64729

43

15425

75

1913

52

52

CLP Holdings Ltd

Hong Kong

Asia/Pacific Rim

29080

101

11735

105

1816

53

Ørsted A/S

Denmark

EMEA

23014

120

9379

123

1981

54

PJSC Tatneft

Russia

EMEA

17857

146

10983

110

55

CenterPoint Energy, Inc

Texas

Americas

22736

121

9614

56

Rosseti, OJSC

Russia

EMEA

38849

78

57

Coal India Ltd

India

Asia/Pacific Rim

19013

58

Hindustan Petroleum Corp Ltd

India

Asia/Pacific Rim

59

PG&E Corp

California

60

PAO NOVATEK

61

ROIC% rank

3-Year
CGR%

Industry

5

136

-2

EU

55

8

49

-0.1

EU

49

12

20

-6

EU

1986

48

16

8

12.7

E&P

121

1792

57

13

15

1.4

DU

15291

76

1650

59

5

106

7.7

EU

141

13709

85

1047

92

32

1

8.5

C&CF

13373

183

32607

42

1076

85

16

9

0.3

R&M

Americas

68012

40

17135

73

1646

60

4

149

0.1

EU

Russia

EMEA

16836

153

8670

134

2522

39

17

6

14.6

E&P

The Williams Companies, Inc

Oklahoma

Americas

46352

62

8031

138

2174

46

6

89

1.7

S&T

62

Canadian Natural Resources Ltd

Canada

Americas

57094

46

12870

91

1853

53

4

148

-4.1

E&P

63

Enbridge Inc

Canada

Americas

125286

18

34301

37

1955

50

2

237

5.6

S&T

64

MOL Hungarian Oil & Gas Co

Hungary

EMEA

15524

162

15152

77

1126

81

11

23

-5.3

IOG

65

Consolidated Edison, Inc

New York

Americas

48111

57

12033

100

1525

64

5

124

-2.3

DU

66

TransCanada Corp

Canada

Americas

66550

41

10395

115

2316

43

4

149

9.7

S&T

67

The Kansai Electric Power Co,
Incorporated

Japan

Asia/Pacific Rim

63692

44

28573

46

1385

69

3

194

-2.7

EU

68

S-Oil Corp

South Korea

Asia/Pacific Rim

14086

177

19505

64

1125

83

10

29

-9.9

R&M

69

Public Service Enterprise Group
Incorporated

New Jersey

Americas

42716

70

9084

129

1574

62

6

97

-5.9

DU

70

ENGIE SA

France

EMEA

175724

13

76013

18

1265

75

1

254

-4.5

DU

71

Saudi Electricity Co

Saudi Arabia

EMEA

118869

20

13497

88

1842

54

3

198

9.7

EU

72

JSOC Bashneft

Russia

EMEA

11776

197

10034

118

2306

44

28

2

1.3

E&P

73

NTPC Ltd

India

Asia/Pacific Rim

40917

76

13136

90

1572

63

5

136

3

IPP

74

Yanzhou Coal Mining Co Ltd

China

Asia/Pacific Rim

30425

97

23609

53

1057

88

5

136

32.3

C&CF

75

Shaanxi Coal Industry Co Ltd

China

Asia/Pacific Rim

16455

160

7950

140

1631

61

14

13

7.4

C&CF

76

DTE Energy Co

Michigan

Americas

33767

88

12607

94

1132

80

5

118

0.8

DU

77

EDP - Energias de Portugal, SA

Portugal

EMEA

49182

55

18406

69

1301

74

4

184

-1.1

EU

78

Korea Electric Power Corp

South Korea

Asia/Pacific Rim

169726

14

55399

25

1213

77

1

272

1.3

EU

79

Occidental Petroleum Corp

Texas

Americas

42026

73

12508

96

1305

72

4

149

-13.5

IOG

80

WEC Energy Group, Inc

Wisconsin

Americas

31590

95

7648

144

1204

78

6

89

15.2

DU

81

Gas Natural SDG, SA

Spain

EMEA

55315

48

27243

47

1052

89

2

223

-1.9

GU

82

Xcel Energy Inc

Minnesota

Americas

43030

67

11404

106

1148

79

4

156

-0.8

EU

83

GS Holdings Corp

South Korea

Asia/Pacific Rim

20544

131

15134

78

903

97

5

106

14.3

R&M

84

Cosmo Energy Holdings Co, Ltd

Japan

Asia/Pacific Rim

15418

163

23006

57

664

125

7

72

-6

R&M

85

Neste Oyj

Finland

EMEA

9109

233

12691

92

1065

86

16

7

-6

R&M

86

Apache Corp

Texas

Americas

21922

127

5792

163

1304

73

8

60

-22.1

E&P

87

OJSC Inter RAO UES

Russia

EMEA

10078

221

14787

79

868

100

11

23

7.4

88

HollyFrontier Corp

Texas

Americas

10692

212

14251

82

800

109

10

34

-10.3

R&M

89

Galp Energia, SGPS, SA

Portugal

EMEA

14445

173

17870

71

718

119

7

82

-5.4

IOG

90

The Southern Co

Georgia

Americas

111005

24

23031

56

842

102

1

271

7.6

EU

91

Chesapeake Energy Corp

Oklahoma

Americas

12425

191

9407

122

813

107

8

41

-25.7

E&P

92

Chubu Electric Power Co, Incorporated

Japan

Asia/Pacific Rim

50426

53

26017

48

678

123

2

239

-2.8

EU

93

Türkiye Petrol Rafinerileri A.S.

Turkey

EMEA

8318

244

11759

104

831

103

15

12

10.7

R&M

94

Devon Energy Corp

Oklahoma

Americas

30241

98

13755

84

888

98

4

184

-7.2

E&P

95

Polskie Górnictwo Naftowe i
Gazownictwo SA

Poland

EMEA

13149

186

9781

119

797

110

8

49

1.5

IOG

96

CEZ, a. s.

Czech Republic

EMEA

28455

104

9025

130

853

101

5

136

0.5

EU

97

CGN Power Co, Ltd

China

Asia/Pacific Rim

56127

47

7023

150

1483

67

3

209

30.1

IPP

98

Kunlun Energy Co Ltd

Hong Kong

Asia/Pacific Rim

21943

126

13848

83

743

117

4

149

30.4

S&T

99

Kyushu Electric Power Co, Incorporated

Japan

Asia/Pacific Rim

42948

68

17875

70

758

115

2

223

1.5

EU

100

EQT Corp

Pennsylvania

Americas

29523

100

2988

224

1509

66

6

89

7.7

E&P
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101

Tokyo Gas Co, Ltd

Japan

102

Centrica plc

103

Eversource Energy

104

Return on
invested
capital

Profits

$million rank $million rank $million rank ROIC%

21289

130

16206

United Kingdom EMEA

27508

108

Massachusetts

Americas

36220

86

PPL Corp

Pennsylvania

Americas

41479

105

Showa Shell Sekiyu KK

Japan

Asia/Pacific Rim

9473

106

Power Grid Corp of India Ltd

India

Asia/Pacific Rim

31963

107

Empresas Copec SA

Chile

Americas

22174

108

Beijing Enterprises Holdings Ltd

Hong Kong

Asia/Pacific Rim

21865

109

The Hong Kong & China Gas Co Ltd

Hong Kong

Asia/Pacific Rim

110

OMV Aktiengesellschaft

Austria

111

Fortum Oyj

112

3-Year

rank CGR%

Industry

74

684

122

4

160

-8.1

GU

37297

34

443

153

3

193

-1.6

DU

7752

142

988

95

4

166

0

EU

74

7447

146

1126

82

4

188

-1.7

EU

226

18655

67

390

170

11

28

-12

R&M

93

4465

187

1223

76

5

136

19.2

EU

124

20353

62

639

126

4

180

-5.2

R&M

128

7330

147

877

99

5

118

6.3

GU

16705

157

4139

195

1048

91

8

60

0.9

GU

EMEA

36909

83

23274

54

508

140

2

229

-17.8

IOG

Finland

EMEA

25427

114

5338

174

1012

94

5

131

3.4

EU

GAIL (India) Ltd

India

Asia/Pacific Rim

9147

232

8127

137

715

120

11

26

-3.5

GU

113

Edison International

California

Americas

52580

50

12320

98

565

135

2

233

-2.8

EU

114

Pioneer Natural Resources Co

Texas

Americas

17003

151

5294

175

827

104

6

89

7

E&P

115

PBF Energy Inc

New Jersey

Americas

8118

252

21787

58

414

163

8

46

3.2

R&M

116

Husky Energy Inc

Canada

Americas

25450

113

14363

80

581

132

3

200

-8.3

IOG

117

Woodside Petroleum Ltd

Australia

Asia/Pacific Rim

25401

115

3908

200

1024

93

5

118

-19.3

E&P

118

Encana Corp

Canada

Americas

15267

165

3961

199

827

104

7

64

-19.7

E&P

119

Thai Oil Pcl

Thailand

Asia/Pacific Rim

7127

276

8763

133

777

113

13

16

-9.2

R&M

120

Veolia Environnement SA

France

EMEA

44780

65

29368

44

375

181

1

254

1.7

DU

121

Inner Mongolia Yitai Coal Co,Ltd

China

Asia/Pacific Rim

13201

184

5778

165

769

114

7

82

13.4

C&CF

122

Polska Grupa Energetyczna SA

Poland

EMEA

19669

139

6301

158

726

118

5

131

-6.4

EU

123

Tohoku Electric Power Co, Incorporated

Japan

Asia/Pacific Rim

38499

81

18887

66

431

160

2

244

-1.7

EU

124

Snam S.p.A.

Italy

EMEA

25501

112

2960

226

1049

90

5

124

-12.9

S&T

125

Concho Resources Inc

Texas

Americas

13732

179

2586

235

949

96

8

46

-0.9

E&P

126

Zhejiang Zheneng Electric Power Co, Ltd

China

Asia/Pacific Rim

17623

147

7992

139

677

124

4

149

5

IPP

127

Ultrapar Participações SA

Brazil

Americas

7565

265

21356

59

420

162

7

78

5.7

S&T

128

Fortis Inc

Canada

Americas

36963

82

6416

157

744

116

2

220

15.4

EU

129

YPF Sociedad Anonima

Argentina

Americas

20257

133

10127

116

494

143

4

184

21.2

IOG

130

Entergy Corp

Louisiana

Americas

46707

60

11074

109

412

165

2

244

-3.9

EU

131

China Resources Power Holdings Co Ltd

Hong Kong

Asia/Pacific Rim

28165

105

9344

125

589

131

2

220

1.2

IPP

132

Hellenic Petroleum SA

Greece

EMEA

8369

243

9345

124

446

152

7

64

-5.5

R&M

133

Electric Power Development Co, Ltd

Japan

Asia/Pacific Rim

24138

116

7808

141

624

127

3

204

4.5

IPP

134

Continental Resources, Inc

Oklahoma

Americas

14200

175

2821

230

789

111

7

72

-12.7

E&P

135

Huaneng Power International, Inc

China

Asia/Pacific Rim

59119

45

23801

52

269

212

0

285

2.9

IPP

136

Terna SpA

Italy

EMEA

19774

137

2570

238

805

108

5

111

4.5

EU

137

ENN Energy Holdings Ltd

China

Asia/Pacific Rim

9244

229

7535

145

437

155

7

69

18.4

GU

138

China Resources Gas Group Ltd

Hong Kong

Asia/Pacific Rim

8764

238

5078

177

466

148

9

36

11.5

GU

139

Ameren Corp

Missouri

Americas

25945

111

5967

161

523

137

3

194

0.7

DU

140

Red Eléctrica Corporación, SA

Spain

EMEA

12762

188

2347

248

783

112

8

55

2.5

EU

141

CK Infrastructure Holdings Ltd

Hong Kong

Asia/Pacific Rim

20369

132

866

322

1307

71

7

80

2.1

EU

142

China National Nuclear Power Co, Ltd

China

Asia/Pacific Rim

47332

58

5244

176

702

121

2

251

21.3

IPP

143

Southwestern Energy Co

Texas

Americas

7521

268

3203

216

815

106

13

16

-7.4

E&P

144

AGL Energy Ltd

Australia

Asia/Pacific Rim

11052

207

9619

120

412

164

5

118

6.4

DU

145

A2A S.p.A.

Italy

EMEA

11629

199

6561

156

442

154

5

102

5.6

DU

146

China Coal Energy Co Ltd

China

Asia/Pacific Rim

38847

79

12664

93

377

179

1

262

4.7

C&CF

147

Petróleo Brasileiro SA - Petrobras

Brazil

Americas

221950

10

75725

19

-119

298

0

291

-5.6

IOG

148

UGI Corp

Pennsylvania

Americas

11582

201

6121

160

437

156

5

103

-9.6

GU

149

CMS Energy Corp

Michigan

Americas

23050

119

6583

155

460

149

3

200

-2.8

DU

150

Pinnacle West Capital Corp

Arizona

Americas

17019

150

3565

209

488

144

5

124

0.7

EU
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S&P Global Platts Top 250

Platts
Rank
2018 Company

State or Country Region

Assets
Revenues
Profits
$million rank $million rank $million rank

151

Pembina Pipeline Corp

Canada

Americas

19761

138

4180

193

622

152

OGE Energy Corp

Oklahoma

Americas

153

Peabody Energy Corp

Missouri

Americas

10413

216

2261

250

8181

250

5510

169

154

China Gas Holdings Ltd

Hong Kong

Asia/Pacific Rim

7646

264

4078

155

ONEOK, Inc

Oklahoma

Americas

16846

152

156

Power Assets Holdings Ltd

Hong Kong

Asia/Pacific Rim

13638

157

Grupa LOTOS Spólka Akcyjna

Poland

EMEA

158

Shanxi Lu'an Environmental Energy
Development Co, Ltd

China

Asia/Pacific Rim

159

SDIC Power Holdings Co, Ltd

China

Asia/Pacific Rim

32517

91

4940

179

160

Osaka Gas Co, Ltd

Japan

Asia/Pacific Rim

17372

149

11819

103

161

GD Power Development Co,Ltd

China

Asia/Pacific Rim

42795

69

9341

126

162

Sempra Energy

California

Americas

50454

51

11207

163

Hydro One Ltd

Canada

Americas

19865

136

164

Antero Resources Corp

Colorado

Americas

15261

165

Manila Electric Co

Philippines

Asia/Pacific Rim

166

China Longyuan Power Group Corp Ltd

China

167

Inpex Corp

168

Return on
invested
capital
ROIC% rank

172

3-Year
CGR%

Industry

128

4

-3.8

S&T

619

129

9

410

166

8

37

-2.7

EU

49

-6.5

197

529

136

9

40

7.1

C&CF
GU

12174

99

387

174

3

216

-0.1

S&T

181

181

328

1060

87

8

46

-12.7

EU

5775

316

6597

154

456

150

11

25

-5.3

R&M

10377

217

3675

206

434

159

7

69

13.7

C&CF

505

141

2

244

-1.3

IPP

344

187

3

216

347

186

1

277

-1.1

IPP

108

256

219

1

283

0.5

DU

4630

184

509

139

3

204

-2.9

EU

166

3019

223

615

130

4

145

18.5

E&P

5769

317

5374

172

388

172

18

5

2

EU

Asia/Pacific Rim

22736

122

3839

202

576

133

3

212

10.5

IPP

Japan

Asia/Pacific Rim

38803

80

8514

135

368

184

1

272

-7.3

E&P

Alliant Energy Corp

Wisconsin

Americas

14188

176

3382

213

456

151

5

131

0.3

EU

169

Rabigh Refining & Petrochemical Co

Saudi Arabia

EMEA

16447

161

9123

128

379

178

3

212

-14.2

R&M

170

PT Adaro Energy Tbk

Indonesia

Asia/Pacific Rim

6814

283

3258

214

483

145

9

37

-0.7

C&CF

171

Datang International Power Generation
Co, Ltd

China

Asia/Pacific Rim

36792

84

10086

117

267

215

1

277

-2.7

IPP

172

Kinder Morgan, Inc

Texas

Americas

79055

30

13705

86

22

289

0

289

-5.5

S&T

173

ConocoPhillips

Texas

Americas

73362

34

29878

43

-855

321

-2

301

-18.4

E&P

174

Uniper SE

Germany

EMEA

50451

52

84609

15

-767

319

-4

315

-6.5

IPP

175

OJSC Federal Hydro-Generating Co RusHydro

Russia

EMEA

16580

158

6141

159

387

173

3

212

3.7

EU

GU

176

TAURON Polska Energia SA

Poland

EMEA

9763

223

4751

182

377

180

5

118

-2.1

EU

177

Delek US Holdings, Inc

Tennessee

Americas

5935

312

7267

148

295

197

8

49

1.2

R&M

178

Interconexión Eléctrica SA E.S.P.

Colombia

Americas

15125

167

2423

244

501

142

4

156

23.5

EU

179

The Tata Power Co Ltd

India

Asia/Pacific Rim

12488

190

4374

191

380

177

4

156

-4.5

EU

180

Acciona, SA

Spain

EMEA

20044

134

9196

127

257

218

2

239

4.7

EU

181

Hera S.p.A.

Italy

EMEA

10272

220

6927

151

294

198

4

149

10.2

DU

182

Enagás, SA

Spain

EMEA

11190

205

1590

287

574

134

6

97

4.1

S&T

183

CPFL Energia SA

Brazil

Americas

11019

209

7139

149

315

193

4

172

15.6

EU

184

The Chugoku Electric Power Co,
Incorporated

Japan

Asia/Pacific Rim

28991

102

11990

101

189

240

1

282

0.4

EU

185

Atmos Energy Corp

Texas

Americas

10750

211

2760

231

382

176

5

111

-17.6

GU

186

MDU Resources Group, Inc

North Dakota

Americas

6335

296

4443

188

284

202

7

72

2.6

DU

187

Huadian Power International Corp Ltd

China

Asia/Pacific Rim

33764

89

12334

97

67

286

0

287

1

IPP

188

Grupo Energía Bogotá SA E.S.P.

Colombia

Americas

8289

245

1158

309

523

138

7

67

8.5

GU

189

VERBUND AG

Austria

EMEA

13189

185

3408

212

352

185

4

180

0.5

EU

190

Companhia Energética de Minas Gerais
SA

Brazil

Americas

11275

204

5795

162

267

216

4

188

3.6

EU

191

Huaneng Renewables Corp Ltd

China

Asia/Pacific Rim

13480

182

1648

282

470

147

4

171

19.7

IPP

192

Korea Gas Corp

South Korea

Asia/Pacific Rim

34675

87

20701

61

-1129

323

-4

312

-15.9

GU

193

Inter Pipeline Ltd

Canada

Americas

8009

254

1747

273

407

168

6

89

13.3

S&T

194

Lundin Petroleum AB (publ)

Sweden

EMEA

5529

325

1997

259

385

175

11

26

36.5

E&P

195

Iren SpA

Italy

EMEA

9229

230

4128

196

278

204

4

156

9.9

DU

196

Aboitiz Power Corp

Philippines

Asia/Pacific Rim

6875

281

2271

249

388

171

6

87

11.2

IPP

197

Aker BP ASA

Norway

EMEA

12019

196

2576

236

275

208

4

149

84.2

E&P

198

Westar Energy, Inc

Kansas

Americas

11624

200

2571

237

323

192

4

160

-0.4

EU

199

Yangquan Coal Industry (Group) Co, Ltd

China

Asia/Pacific Rim

6552

290

4389

190

256

220

6

89

10.3

C&CF

200

Diamondback Energy, Inc

Texas

Americas

7771

260

1193

307

482

146

7

78

34
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201

BKW AG

Switzerland

EMEA

9194

231

2516

241

258

217

5

106

-3.7

EU

202

EVN AG

Austria

EMEA

7545

267

2614

234

293

199

6

96

3.9

EU

203

Oil India Ltd

India

Asia/Pacific Rim

7253

272

1595

286

408

167

7

72

2.3

E&P

204

Anadarko Petroleum Corp

Texas

Americas

42086

72

10969

111

-464

316

-2

299

-12.5

E&P

205

Seven Generations Energy Ltd

Canada

Americas

5638

322

1663

281

435

158

9

37

64.3

E&P

206

Emera Incorporated

Canada

Americas

22238

123

4812

181

206

234

1

262

28.4

EU

207

Companhia Paranaense de Energia COPEL

Brazil

Americas

8852

236

3743

204

276

206

4

160

0.1

EU

208

ENEA SA

Poland

EMEA

7723

262

3111

220

292

200

5

124

5

EU

209

FirstEnergy Corp

Ohio

Americas

42257

71

13627

87

-1724

327

-6

323

-2.3

EU

210

Shenergy Co Ltd

China

Asia/Pacific Rim

8437

241

5059

178

271

209

4

180

8.2

IPP

211

Huaneng Lancang River Hydropower Co,
Ltd

China

Asia/Pacific Rim

26224

110

2006

258

342

189

1

254

-6.3

IPP

212

Huadian Fuxin Energy Corp Ltd

China

Asia/Pacific Rim

16742

155

2625

233

310

194

2

229

6.6

IPP

213

HK Electric Investments & HK Electric
Investments Ltd

Hong Kong

Asia/Pacific Rim

13934

178

1490

292

426

161

4

180

3.6

EU

214

Reliance Infrastructure Ltd

India

Asia/Pacific Rim

15021

168

3788

203

208

233

3

209

11.5

EU

215

Shanxi Xishan Coal & Electricity Power
Co,Ltd

China

Asia/Pacific Rim

9032

234

4473

186

245

221

4

172

5.5

C&CF

216

Centrais Elétricas Brasileiras SA Eletrobras

Brazil

Americas

46171

63

8796

132

-471

317

-2

302

3

EU

217

Hokkaido Electric Power Co, Incorporated Japan

Asia/Pacific Rim

17470

148

6684

152

151

252

1

262

1.9

EU

218

Shikoku Electric Power Co, Incorporated

Japan

Asia/Pacific Rim

12129

194

6673

153

179

243

2

227

3.3

EU

219

The AES Corp

Virginia

Americas

33112

90

10530

113

-507

318

-2

302

-13.2

IPP

220

Italgas S.p.A.

Italy

EMEA

6832

282

1873

267

342

188

6

88

6.3

GU

221

Gulfport Energy Corp

Oklahoma

Americas

5808

315

1086

312

435

157

8

41

26.4

E&P

222

Range Resources Corp

Texas

Americas

11729

198

2398

246

329

191

3

194

5.5

E&P

223

EnLink Midstream, LLC

Texas

Americas

10538

213

5744

166

210

232

2

225

18.1

S&T

224

Hawaiian Electric Industries, Inc

Hawaii

Americas

13100

187

2556

239

165

247

4

166

-7.6

EU

225

Hubei Energy Group Co, Ltd

China

Asia/Pacific Rim

7237

274

1806

269

339

190

5

106

16.7

IPP

226

NHPC Ltd

India

Asia/Pacific Rim

9006

235

1156

310

373

182

5

115

-2

IPP

227

YTL Corp Berhad

Malaysia

Asia/Pacific Rim

18774

142

3703

205

204

235

1

262

-8.6

DU

228

Guangxi Guiguan Electric Power Co, Ltd

China

Asia/Pacific Rim

6444

292

1370

299

392

169

6

85

-2

IPP

229

NiSource Inc

Indiana

Americas

19962

135

4875

180

129

261

1

272

-2.6

DU

230

NLC India Ltd

India

Asia/Pacific Rim

5734

320

1683

277

290

201

8

58

22.9

IPP

231

Pingdingshan Tianan Coal. Mining Co, Ltd China

Asia/Pacific Rim

6721

285

3238

215

215

227

5

131

8.8

C&CF

232

Vectren Corp

Indiana

Americas

6239

301

2657

232

216

226

6

100

0.6

DU

233

Public Power Corp SA

Greece

EMEA

17952

145

5779

164

104

274

1

277

-5.5

EU

234

Abu Dhabi National Energy Co PJSC

United Arab
Emirates

EMEA

28051

106

4541

185

44

287

0

287

-15.2

DU

235

National Fuel Gas Co

New York

Americas

6103

306

1580

288

283

203

7

72

-9.2

GU

236

ATCO Ltd

Canada

Americas

16831

154

3510

210

157

249

1

262

-0.1

DU

237

ACEA S.p.A.

Italy

EMEA

8579

240

3152

218

211

230

4

188

-3

DU

238

NRG Energy, Inc

New Jersey

Americas

23318

117

10629

112

-1364

325

-7

324

-12.5

IPP

239

Beijing Jingneng Clean Energy Co, Ltd

China

Asia/Pacific Rim

7955

256

2221

251

277

205

4

172

17.7

IPP

240

WGL Holdings, Inc

District of
Columbia

Americas

6626

288

2355

247

193

238

5

111

-5.4

GU

241

Petron Corp

Philippines

Asia/Pacific Rim

6429

293

8266

136

153

251

3

204

-3.4

R&M

242

Cheniere Energy, Inc

Texas

Americas

27906

107

5646

167

-393

315

-2

299

175.8

S&T

243

Electricity Generating Public Co Ltd

Thailand

Asia/Pacific Rim

6259

300

938

320

369

183

6

85

21.1

IPP

244

Banpu Pcl

Thailand

Asia/Pacific Rim

8224

247

2877

228

234

222

3

194

-2.9

C&CF

245

Cosan Ltd

Brazil

Americas

14847

169

3625

208

147

256

1

259

15.1

R&M

246

Targa Resources Corp

Texas

Americas

14389

174

8815

131

-63

294

0

294

0.8

S&T

247

Oil Search Ltd

Papua New
Guinea

Asia/Pacific Rim

10512

214

1446

296

302

195

4

188

-3.5

E&P

248

Southwest Gas Holdings, Inc

Nevada

Americas

6237

302

2549

240

194

237

5

115

6.3

GU

249

Delek Group Ltd

Israel

EMEA

40471

77

1917

263

81

281

1

277

-4.4

IOG

250

Colbún SA

Chile

Americas

6923

280

1548

289

271

210

5

124

1

IPP
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CenterPoint Energy Services uses our wealth
of experience to find new ways to help more
customers succeed in their business every day.
From comprehensive strategies and competitive
pricing options to strong buying power and
exceptional customer service, we help over 100,000
customers over 30 states maximize their energy
dollar. We know that the right energy partner is vital
to your business. That’s why, no matter the industry,
we’re one of the most trusted energy partners in
America — and why we’re proud to be a winner of
the 2017 Mastio Quality Award.
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