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There has been a significant economic slow down in most of the world and a 

recession is starting in Latin America
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Feb 2020 March 7, 2020 March 30, 2020

2018 2019 2020 2021 2022

World 3.2 2.6 -3.0 3.9 3.6

United States 2.9 2.3 -5.4 6.3 4.0

Canada 2.0 1.6 -5.5 4.9 3.3

Eurozone 1.9 1.2 -4.6 1.2 1.7

Argentina -2.5 -2.2 -6.4 0.5 0.6

China 6.7 6.1 2.0 6.3 5.6

Japan 0.3 0.7 -3.3 1.3 0.6

India* 6.1 4.9 -1.0 5.2 7.1

Brazil 1.3 1.1 -4.5 3.4 3.2

Russia 2.5 1.3 -3.6 0.8 1.9

Real GDP growth 2020 GDP growth forecast

Percentage

Source: IHS Markit

Percentage
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And the oil markets are facing a perfect storm

▪ It begins with consumers drastically curtailing road and air travel. Second, refineries sharply 

reduce the volume of crude oil they process. Third, storage tanks and tankers fill to capacity.

▪ Producers start shutting in production if and when they can no longer find buyers or storage 

for their oil

How will this crisis 

unfold?

▪ World oil supply will exceed demand in the first half of the year by ~ 1.2 billion bbl, which is 

within the available global crude storage capacity after the OPEC+ deal in March.

▪ Most of this previously unimaginable surplus will be concentrated in March, April, and May, 

when 100 MMbbl or more could be added each week to inventories.

How large is the oil 

supply surplus?

▪ The economy will eventually recover, and demand will stop falling. Very low oil prices will lead 

to lower upstream spending and fewer new oil wells drilled, especially in the U.S.

▪ We expect an oil supply deficit in 2021, but a severe stock overhang will keep prices 

depressed. A severe decline in US production will drain some of the inventory overhang in 

2021, and prices will rise, albeit from low levels.

How long will it last?

1 All references to China in this report exclude Hong Kong, Macao, and Taiwan, unless noted otherwise.
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Cooperation among the world’s three largest oil producers helps keep global 

oil excess supply within the limits of available storage capacity
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Global oil supply surplus/deficit – 6 months 

mmbbl

Note: Supply surplus/deficit is calculated by subtracting global oil (liquids) demand from global oil (liquids) supply.

Source: IHS Markit 

Global storage availability without OPEC, Russia and floating

Total global storage availability including OPEC and floating 

Regional and local supply/demand/storage issues will be far more problematic 

If no production cuts are 

made in Q2 2020, global 

surplus cannot be storedGlobal surplus with 

production cuts of 17 

MMb/d in Q2 2020



C
o
n

fi
d

e
n

ti
a

l.
 ©

 2
0

1
9

IH
S

 M
a

rk
it

®
. 
A

ll
 R

ig
h

ts
 R

e
s
e

rv
e

d
.

But oil prices are expected to remain low in the next few months to balance 

the market

5

Note: Prices shown are indicative monthly price averages and not intended to project daily/weekly high and low prices.

Source: IHS Markit, Argus Media Limited (historical prices)

IHS Markit Brent price scenarios (April 15th, 2020)
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Can some of the best-practices of the 2015 oil price downturn still prove 

valuable today?
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Efficiency gains
Operations optimization

• Shorter drilling days

• Optimized use of drilling consumables

• Less engineering / project management hours

• Automation and de-manning

• Remote and condition-based inspection (analytics)

• Improved inventory management (standardization)

Project improvements

Design changes

• Smaller production units

• Switch to subsea tie-backs

• Simplified (standard) design

• Modular concepts

Refinements

• Smaller production units

• Switch to subsea tie-backs

Project high-grading Exogenous forces

Supply chain management

• E&P pressure to reduce supplier margins 

• Active portfolio management 

• Focus on best projects

• Maximizing value from existing resources

• Drilling only the best wells

• Developing only best part of reservoir

Currency devaluation

• Local OFS costs reduced in US dollar terms

Improved fiscal / contractual terms

• Royalty reductions, accelerate 

How the oil industry cut costs to make up for lower prices since 2015

Source: IHS Markit Strategic Report “Making Ends Meet, How the oil industry is cutting costs to make up for lower prices” (May 2017); “Structural cost reductions: The industry savior” (August 2018)

- Potentially structural

- Cyclical

Service sector cost deflation

• Oversupplied sectors leading to lower day rates

2

3
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Background

▪ Mr. Cuenca is a Director in IHS Markit Upstream

Consulting for Latin America. He is an expert in the

regional energy markets, with broad and deep expertise in

quantitative modelling, market fundamentals and

investment evaluation.

▪ Prior to joining IHSM, Horacio worked for Wood Mackenzie

for over 6 years, where he led the Latin America upstream

research group. Prior to that he was part of IHS in London

for 5 years and held various positions in Ecuador’s NOC

and private operators.

▪ Horacio has a Master’s in Economy for the energy industry

from Scoula Superior Enrico Mattei in Milan.

Industry experience

• Corporate Strategy / Business Unit Strategy

• Portfolio Optimization

• Country Entry Strategy

• Energy Policy

• Market Studies / Scenario Analysis

• Performance Improvement / Capital Productivity

Selected experience

▪ Future technology impact on cost and emissions for offshore developments in Brazil – led the 

upstream component of a six-month, multi-industry study looking to reflect the potential for disruptive 

technologies to reduce costs and emissions in the Brazilian offshore industry. 

▪ Argentina unconventional benchmarking dashboard – developed KPIs linked to key drivers of value 

creation & goals for a operational performance dashboard for the largest shale operator in Argentina. 

▪ IPO support for Brazilian Independent Oil Company – To provide an understanding of the economics 

of the potential exploration and development of 22 offshore blocks in order to support the company’s IPO. 

▪ Brazilian bidding round assistance – Valuation of selected blocks offered in the 9th Bidding Round 

2007 to assist an independent oil company prepare a successful bid. 

▪ Expert Witness on Valuation. Arbitration case between a Major and West African State provided an 

independent commercial evaluation of an offshore block, including undeveloped discoveries and 

exploration acreage, for the ICSID tribunal. 

▪ Southern Russia gas supply potential and cost of supply – estimated the potential cost of supply 

from all fields and prospects -and the position of possible competitors- to develop an entry strategy for a 

large player to an area with unknown potential in Southern Russia. 
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Horacio Cuenca

Director, Latin America Consulting

horacio.cuenca@ihsmarkit.com
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Disclaimer

The IHS Markit reports, presentations, individual slides, charts and information included in this presentation and/or referenced herein (the "IHS 

Markit Materials") are the copyrighted property of IHS Markit Ltd. and its subsidiaries (“IHS Markit”) and represent data, research, opinions or 

viewpoints published by IHS Markit, and are not representations of fact. IHS Markit conducted this analysis and prepared the IHS Markit 

Materials utilizing reasonable skill and care in applying methods of analysis consistent with normal industry practice. Forecasts are inherently 

uncertain because of events or combinations of events that cannot reasonably be foreseen including the actions of government, individuals, 

third parties and competitors. The IHS Markit Materials speak as of the original publication date hereof (and not as of the date of this document). 

The information and opinions expressed in the IHS Markit Materials are subject to change without notice and IHS Markit has no duty or 

responsibility to update the IHS Markit Materials. Moreover, while the IHS Markit Materials reproduced herein are from sources considered 

reliable, the accuracy and completeness thereof are not warranted, nor are the opinions and analyses which are based upon it. To the extent 

permitted by law, IHS Markit shall not be liable for any errors or omissions or any loss, damage or expense incurred by reliance on the IHS 

Markit Materials or any statement contained therein, or resulting from any omission. NO IMPLIED WARRANTY OF MERCHANTABILITY OR 

FITNESS FOR A PARTICULAR PURPOSE SHALL APPLY. The IHS Markit Materials are not to be construed as legal or financial advice, are

supplied without obligation and on the understanding that any person who acts upon the IHS Markit Materials or otherwise changes his/her 

position in reliance thereon does so entirely at his/her own risk. The IHS Materials were prepared for the sole benefit of IHS Markit’s client for 

IHS Markit’s client’s internal business use. No portion of the IHS Markit Materials may be reproduced, reused, or otherwise distributed in any 

form without the prior written consent of IHS. IHS Markit Materials reproduced or redistributed with IHS Markit’s permission must display IHS 

Markit’s legal notices and attributions of authorship. IHS Markit and the IHS Markit logo are trademarks of IHS Markit. Other trademarks 

appearing in the IHS Markit Materials are the property of IHS Markit or their respective owners.
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time of writing and do not necessarily reflect the opinions of IHS Markit. Neither IHS Markit nor the author(s) has any obligation to update this presentation in the event that any content, opinion, statement, estimate, or projection (collectively, "information") changes or 

subsequently becomes inaccurate. IHS Markit makes no warranty, expressed or implied, as to the accuracy, completeness, or timeliness of any information in this presentation, and shall not in any way be liable to any recipient for any inaccuracies or omissions. Without 

limiting the foregoing, IHS Markit shall have no liability whatsoever to any recipient, whether in contract, in tort (including negligence), under warranty, under statute or otherwise, in respect of any loss or damage suffered by any recipient as a result of or in connection with 

any information provided, or any course of action determined, by it or any third party, whether or not based on any information provided. The inclusion of a link to an external website by IHS Markit should not be understood to be an endorsement of that website or the site's 

owners (or their products/services). IHS Markit is not responsible for either the content or output of external websites. Copyright © 2019, IHS Markit®. All rights reserved and all intellectual property rights are retained by IHS Markit. 
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