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Monthly Offshore Report -  July 2019 

Market Comments 

The oil market development 
July has seen oil trading within a 10% price range with WTI fluctuating 
between US$ 55-61 bl. In view of the increasing tension in the Middle 
East Gulf following attacks on several tankers in the second half of 
June and “tit for tat” capture of the British flagged Stena Impero by 
the Iranian Revolutionary Guards on July 19 following the capture of 
an Iranian flagged tanker in Gibraltar in early July, the impact on 
crude was modest. Similar tensions 20 years ago would probably 
have tightened the oil price by US$ 20 bl or more. The moderate 
price impact can be explained by an oil market less dependent on 
Middle East supplies as production has been growing rapidly in Non-
OPEC and in OPEC countries outside this region.  
Recently, oil demand is also showing signs of slowing as the outlook 
for world GDP and oil demand, in a time of unresolved world trade 
issues, has been adjusted down by the IMF, OECD, IEA and others. 
OPEC is downbeat on demand for its production, the so called “call 
on OPEC”, expecting a 1.3 mb/d reduction from 30.6 mb/d in 2019 to 
29.3 mb/d in 2020. Non-OPEC crude production is expected to grow 
by 2.1 mb/d in 2020 (IEA), more than addressing the 1.3 mb/d ex-
pected growth. In a final note we have seen a large week by week 
decline in US production, which may signal a slightly firmer market 
going forward.   

Sources: IEA, EIA, Baker & Hughes, Rystad Energy, Lorentzen & Stemoco 
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Offshore investment for 2019 on track  
Offshore project sanctioning has exceeded the US$ 56 billion mark 
in 2019 (vs. Rystad’s US$ 123 billion estimate). The mark was sur-
passed in early July after Saudi Aramco announced that it will 
award 34 EPC contracts linked with the Marjan and Berri expansion 
project, totaling US$ 18 billion. Consequently, oilfield service com-
panies should experience an increased pricing power.  
Global utilization for both drilling floaters and jack ups is seeing an 
uptick in activity and prices. July showed a competitive utilization 
of 71% compared to 65% in July 2018. Bassoe reports global day 
rates in July 2019 for harsh semisubmersibles and drillships respec-
tively averaged US$ 367k/d and in range US$ 170k/d, compared to 
July 2018 whereas rates averaged US$ 221k/d for semisubmersi-
bles and US$ 184k/d for drillships.  
We also see a potential bright spot in West Africa where produc-
tion has been declining since 2010. Capital investments in West 
Africa are projected to grow from 2020 onward, reaching over US$ 
30 billion in 2025. The potential for an upsurge is largely connected 
to major deepwater capex projects (i.e. Bonga Southwest-Aparo, 
Owowo West field, Preowei) yet to be sanctioned, and we will con-
tinue to monitor the development.  
 


