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Investors relieved as Lula prospects dim

Price summary

The business community is celebrating the almost certain barring of populist former president Luiz Inácio Lula da Silva from
running for reelection, following a closely watched federal
appeals court decision to uphold his earlier conviction on corruption charges.
The stock price of state-controlled Petrobras jumped successively as three judges cast their vote condemning Lula,
with the São Paulo stock exchange, Bovespa, soaring to a record high. The Brazilian real, the local currency, also strengthened throughout the day.
Lula, who ran the country in 2003-11, was a central figure
in the sweeping Lava Jato probe centered on systemic corruption at Petrobras.
Foreign oil companies that have begun to return to Brazil´s
rich offshore basins feared that a court decision to overturn
the conviction would presage a return to Lula´s nationalist
policies.
The unanimous decision by the appellate court in the
southern city of Porto Alegre is likely a fatal blow to Lula’s
aspirations to return to the presidency in October elections.
Despite his first conviction, handed down in July 2017, Lula
remained a frontrunner in recent polls to win back the presidency.
Under current law, politicians convicted in the second
instance for specific crimes, including the passive corruption
and money-laundering charges for which Lula was convicted,
are barred from seeking office for eight years.
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$/bl

62.60
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Change

Crude

Products
ULSD fob USGC

¢/USG

207.290

+7.545

87M conv gasoline cargo fob USGC

¢/USG

193.515

+2.790

Ethanol anhydrous fob Brazil

BRL/m³

Paraffinic naphtha cif USGC

$/t

1,777.675

-16.770

618.640

+13.430

LPG
Propane non-LST Mt Belvieu (VWA)

¢/USG

84.774

-8.972

Propane fob US Gulf coast cargo

¢/USG

87.813

-8.781

Freight
Caribbean - USGC

$/t

7.11

-1.73

USGC - Brazil

$/t

21.66

-6.14

Market summary
 Latin American spot crude discounts to Ice Brent
narrowed to match the backwardated structure between April and May Ice Brent, with the former at a
premium to the latter.
 The US refined products market continued to experience elevated domestic demand this week, leaving
fewer cargoes available for export. Rising domestic
usage and declining output from US refiners amid turnarounds lifted gasoline and diesel prices.
 Brazil's Sao Paulo ethanol markets stabilized at the
R2,250/m³ level, while rising premiums for low-water
content anhydrous ethanol in the US Gulf coast lifted
import values.
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 Market participants noted a lack of available vessels
on hand for moving LPG exports from the US into Latin
America. Also, between six and eight February-loading
cargoes in the US have been flagged for cancellation
due to a narrow Asian arbitrage.
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Crude markets
Time/
base

19 Jan

Time/
base

22 Jan

Time/
base

23 Jan

Time/
base

24 Jan

Time/
base

25 Jan

Change on
week

+0.72

Latin America
Maya USGC
Differential
K-Factor
Isthmus
Differential
K-Factor

Feb

59.36

Feb

59.34

Feb

60.09

Feb

60.95

Feb

60.75

Feb

-4.01

Feb

-4.15

Feb

-4.43

Feb

-4.78

Feb

-4.87

Jan

-2.15

Jan

-2.15

Jan

-2.15

Jan

-2.15

Jan

-2.15

Feb

67.78

Feb

68.06

Feb

69.03

Feb

69.69

Feb

69.12

Feb

+4.41

Feb

+4.57

Feb

+4.51

Feb

+3.96

Feb

+3.50

Jan

+1.80

Jan

+1.80

Jan

+1.80

Jan

+1.80

Jan

+1.80

Feb

69.83

Feb

70.24

Feb

71.12

Feb

71.66

Feb

71.29

Differential

Feb

+6.46

Feb

+6.75

Feb

+6.60

Feb

+5.93

Feb

+5.67

K-Factor

Jan

+3.50

Jan

+3.50

Jan

+3.50

Jan

+3.50

Jan

+3.50

Apr

64.49

May

64.91

May

65.80

May

66.25

May

66.25

Apr

+1.33

May

+1.68

May

+1.71

May

+1.22

May

+1.15

Olmeca

Vasconia
Differential
Diff to Ice Brent
Castilla Blend
Differential
Diff to Ice Brent

Apr

-3.75

May

-3.35

May

-3.35

May

-3.35

May

-3.35

Apr

60.84

May

61.26

May

62.15

May

62.60

May

62.60

Apr

-2.32

May

-1.97

May

-1.94

May

-2.43

May

-2.50

+0.54

+0.65

+1.08

+1.55

Apr

-7.40

May

-7.00

May

-7.00

May

-7.00

May

-7.00

Apr

64.74

May

65.16

May

66.05

May

66.50

May

66.50

Differential

Apr

+1.58

May

+1.93

May

+1.96

May

+1.47

May

+1.40

Diff to Ice Brent

Apr

-3.50

May

-3.10

May

-3.10

May

-3.10

May

-3.10

Feb

63.37

Feb

63.49

Feb

64.52

Feb

65.73

Feb

65.62

+1.67

Mar

63.31

Mar

63.57

Mar

64.47

Mar

65.61

Mar

65.51

+1.62
-0.62

Escalante

+1.08

US
WTI Cushing
LLS

Feb

67.61

Feb

67.68

Feb

68.62

Feb

68.94

Feb

67.87

Differential

Feb

+4.24

Feb

+4.19

Feb

+4.10

Feb

+3.21

Feb

+2.25

Feb

63.96

Feb

63.74

Feb

64.69

Feb

65.59

Feb

64.67

Differential

Feb

+0.59

Feb

+0.25

Feb

+0.17

Feb

-0.14

Feb

-0.95

Mar

68.54

Mar

68.81

Mar

69.70

Mar

70.15

Mar

70.15

Mar

+5.45

Mar

+5.45

Mar

+5.46

Mar

+4.90

Mar

+4.87

Mars
ANS USWC
Differential

-0.23
+1.00

Europe
Ice Brent

Mar

68.61

Mar

69.03

Mar

69.96

Mar

70.53

Mar

70.42

+1.11

Apr

68.24

Apr

68.63

Apr

69.54

Apr

70.02

Apr

69.97

+1.05

May

67.90

May

68.26

May

69.15

May

69.60

May

69.60

+1.01

Mar

65.69

Mar

66.77

Mar

67.21

Mar

67.00

Mar

67.50

+1.03

Mideast Gulf
Dubai

Crude markets
Latin American spot crude discounts to Ice Brent narrowed to
match the backwardated structure between April and May Ice
Brent, with the former at a premium to the latter.
Colombian medium Vasconia gained 40¢/bl to a $3.35/
bl discount to Ice Brent, heavier Castilla Blend narrowed by
around 90¢/bl to a $7/bl discount and sweeter Argentinian
Escalante firmed by 40¢/bl to a $3.10/bl discount.
Castilla’s larger gains reflected concerns over restricted
Canadian crude flows to the US Gulf coast in the first quarter,
which has improved the arbitrage to the region for promptloading Castilla.
But sentiment for the March-loading program was weak
amid the expected start of turnaround season at the US Gulf
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coast. Increased competition for Dubai-based Mideast Gulf
supplies in the Asia-Pacific market and for Russian Urals in
Europe could also weigh on differentials.
The Brent-Dubai spread widened to a 22-month high, making Brent-based Latin American cargoes less competitive than
Dubai-linked Mideast Gulf grades. The March Brent-Dubai EFS,
or the premium of Ice Brent to Dubai swaps, was at $3.91/bl,
its widest level since April 2016.
Meanwhile, planned February exports of medium sour Urals
from Russia's Baltic port of Ust-Luga, are just under 669,000
b/d, which is 31pc higher than the January program. Historically, Urals has competed with Vasconia to Europe.
US weekly crude imports from the largest Latin American
exporters increased by 441,000 b/d to 1.83mn b/d, according
to preliminary Energy Information Administration (EIA) data
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Refined products markets
Unit

Time/
base

19 Jan

Time/
base

22 Jan

Time/
base

23 Jan

Time/
base

24 Jan

Time/
base

25 Jan

Change
on week

Latin America
Ethanol fob Brazil anhydrous

$/m³

Ethanol fob Brazil anhydrous

BRL/m³

Ethanol fob Brazil hydrous

$/m³

Ethanol fob Brazil hydrous

BRL/m³

Ethanol cif Brazil anhydrous

$/m³

Ethanol cif Brazil anhydrous

BRL/m³

Biodiesel SME fob Argentina upriver

$/t

552.500

555.500

556.500

559.000

n/a

no trade

1,769.215

1,779.265

1,802.895

1,777.675

n/a

no trade

614.000

615.000

608.000

616.000

n/a

no trade

+2.000

1,966.150

1,969.845

1,969.740

1,958.940

n/a

no trade

-12.060
+6.500

-16.770

448.000

447.000

449.000

450.500

n/a

no trade

1,434.585

1,431.740

1,454.625

1,432.635

n/a

no trade

+7.350

703.920

705.680

711.415

713.835

715.380

+14.765
+2.740

US
Rbob fob New York barge
Differential
Conventional gasoline fob US Gulf coast
Differential
ULSD fob US Gulf coast
Differential
ULSD (EPA) US west coast pipeline
Differential

¢/USG

Feb

188.085

Feb

189.660

Feb

192.495

Feb

193.015

Feb

192.390

¢/USG

Feb

+1.725

Feb

+1.650

Feb

+1.625

Feb

+1.375

Feb

+0.850

¢/USG

Feb

188.735

Feb

189.635

Feb

193.370

Feb

194.140

Mar

193.515

¢/USG

Feb

+2.375

Feb

+1.625

Feb

+2.500

Feb

+2.500

Mar

+2.625

¢/USG

Feb

200.390

Feb

200.815

Mar

203.980

Mar

205.980

Mar

207.290

¢/USG

Feb

-5.450

Feb

-4.875

Mar

-4.250

Mar

-4.250

Mar

-3.750

¢/USG

Mar

202.410

Mar

205.010

Mar

207.730

Mar

208.730

Mar

207.540

¢/USG

Mar

-3.000

Mar

-0.500

Mar

-0.500

Mar

-1.500

Mar

-3.500

+2.790
+7.545
+5.180

Paraffinic naphtha cif US Gulf coast

$/t

595.010

596.005

614.165

617.645

618.640

+13.430

Natural gasoline Mont Belvieu (VWA)

¢/USG

141.500

141.250

141.625

142.500

143.250

+1.125

Reformer naphtha cif USGC differential

¢/USG

3pc fuel oil fob US Gulf coast

$/bl

conv

-18.500

conv

55.335

-18.500
54.780

conv

-20.000
54.975

conv

-20.250
55.630

conv

-20.000

-1.500

55.990

+0.045

380cst bunker Houston

$/t

350.500

351.000

363.000

356.000

363.500

+6.000

380cst bunker Los Angeles

$/t

390.500

384.500

394.000

388.000

398.500

+7.500

Europe
French diesel 10ppm northwest Europe

$/t

597.500

603.750

606.500

609.250

616.000

+14.500

MTBE Rotterdam fob

$/t

731.875

731.875

740.500

755.500

764.250

+47.250

Asia-Pacific
HSFO 380cst

$/t

378.750

381.750

379.250

380.750

389.250

+9.500

380cst bunker Singapore

$/t

386.000

387.000

384.000

386.000

397.000

+10.000

for the week ended 19 January. Over the last four weeks,
these crude imports averaged 1.71mn b/d or 15.1pc above the
same period last year.
Venezuela exported 426,000 b/d to the US compared to
527,000 b/d in the same period of 2017, Colombia exported
552,000 b/d versus 308,000 b/d, Ecuador exported 151,000
b/d compared to 272,000 b/d, and Mexico exported 703,000
b/d compared to 402,000 b/d.
The increase in Latin American imports came amid a
221,000 b/d, or 2.43pc, decrease in crude refinery runs at
the US Gulf coast. For the week, crude runs totaled 8.87mn
b/d, according to the agency. Crude runs on the US west coast
were lower for the period, falling by 216,000 b/d to 2.37mn
b/d.
Commercial crude stocks in the US Gulf coast were higher
for the period, rising by 2.3mn bl to 204.9mn bl, the EIA said.
At the US west coast, crude stocks increased by 811,000 bl, or
1.63pc, to 50.67mn bl.
Results slowly began to surface on Venezuelan state-con-
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trolled refiner PdV's recent tender to purchase two 700,000
bl (100,000t) Baltic Sea Urals cargoes for 12-14 and 22-24
February arrival to Curacao, for the 320,000 b/d Isla refinery.
Traders suggested Litasco may have been awarded the tender
and could supply an end-January cargo, though this could not
be confirmed and no further details emerged.
In other news, Colombia´s state-controlled Ecopetrol
restarted operations on its rebel-hit 85,000 b/d Transandino
crude pipeline, but the 220,000 b/d Caño Limon-Covenas
pipeline remains out of service.
The two pipelines were bombed in a wave of attacks by
rebel group ELN following the 9 January expiry of a bilateral
ceasefire with the Colombian military.
Ecopetrol said the Transandino line resumed operations on
22 January, following a 13 January attack at Providencia in the
southern department of Narino.
The Cano Limon-Covenas line sustained three attacks
shortly after the ceasefire ended.
Separately, Venezuela's state-owned PdV is promising a re-
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¢/USG

LPG/NGL markets
Time/
base

19 Jan

Time/
base

92.748

Jan

22 Jan

Time/
base

89.438

Jan

23 Jan

Time/
base

85.552

Jan

24 Jan

Time/
base

25 Jan

Change on
week

86.309

Jan

84.774

-8.972

US
Propane non-LST Mt Belvieu (VWA)

Jan

Propane fob US Gulf coast cargo

95.422

91.500

87.078

87.594

87.813

-8.781

Butane non-LST Mont Belvieu (VWA)

Jan

105.681

Jan

102.772

Jan

98.914

Jan

98.972

Jan

97.946

-8.401

Natural gasoline Mont Belvieu (VWA)

Jan

141.647

Jan

141.292

Jan

141.744

Jan

142.889

Jan

143.436

+1.605

bound in crude production in January, following three months
of declines that left the Opec country at levels not seen since
the peak of a global supply glut in 1985.
A senior PdV official told Argus to expect this month's volume to approach 1.9mn b/d thanks to the arrival of imported
naphtha in early January that is used to dilute Orinoco extraheavy crude.
The forecast is a leap from the official 1.6mn b/d that Venezuela reported to Opec for December, around 650,000 b/d
less than a year earlier.
Other PdV officials have privately told Argus to expect the
accelerated decline trend of the fourth quarter to persist,
with January forecasts as low as 1.2mn b/d.
Venezuela shed 464,000 b/d of output in the last three
months of 2017.
Meanwhile, the governments of Curacao and the Netherlands are discussing with Anglo-Dutch major Shell the possibility of its return to the management of the Caribbean island's
350,000 b/d Isla oil refinery, Curacao government officials told
Argus.
Shell operated the refinery until 1985 when it transferred
the asset to the island's government after reporting heavy
losses. The refinery was built by Shell and commissioned in
1918.
Isla is currently operated by PdV under a lease that expires

at the end of 2019.
Curacao is 64km (40mi) off Venezuela's coast. PdV, which is
in arrears on billions of dollars in debt, has traditionally leveraged Isla to process its crude into gasoline, naphtha, diesel,
jet fuel, asphalt, base oils and lubricants, and to blend its
diluted extra-heavy crude with light crude for export.
The call for Shell's return coincides with a souring of relations between Venezuela and the Dutch Caribbean. Caracas
closed its border with Curacao, Bonaire and Aruba in early
January, blaming the islands for smuggling Venezuelan goods.
Mexico surpassed slightly its crude output target for 2017,
producing an average of 1.948mn b/d throughout the year,
data from the exploration and production unit of Mexican
state-run Pemex shows.
The company's production target, as included in its
2017–2021 business plan, was 1.944mn b/d.
Output was 9.5pc below the 2.154mn b/d produced in
2016, confirming a steady decline in production since a peak
at 3.4mn b/d in 2004. Pemex hopes to reverse that trend this
year with an annual forecast inching up to 1.951mn b/d.

Maya vs Vasconia

Vasconia diff to Ice Brent
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Key regional freight rates
Load

Port

Discharge

Port

Size

Lump sum $

$/t

10.38

Change

Dirty
Ecuador*

Esmeraldas

China

China

130,000

1,350,000

Ecuador*

Esmeraldas

Peru

La Pampilla

50,000

350,000

7.00

Ecuador*

Esmeraldas

Chile

San Vicente

50,000

575,000

11.50

Caribbean

Pto La Cruz

USGC

Houston

7.11

-1.73

Caribbean

Pto La Cruz

China

China

270,000

4,750,000

17.59

+0.92

Caribbean

Pto La Cruz

Singapore

Singapore

270,000

3,750,000

13.89

+0.93

Venezuela*

Pto La Cruz

USWC

Los Angeles

50,000

15.14

-0.64

Caribbean

Covenas

USGC

Houston

70,000

6.69

-1.62

Brazil

Rio de Janeiro

China

China

260,000

12.99

-0.45

Brazil*

Rio de Janeiro

USGC

Houston

130,000

9.48

-0.66

Brazil*

Rio de Janeiro

USWC

Los Angeles

130,000

15.45

-0.22

Caribbean

70,000

India WC

270,000

3,250,000

12.04

1

38,000

1,000,000

26.32

-5.92

Clean
USGC

Houston

Chile

USGC

Houston

Brazil

USGC

Houston

EC Mexico

USGC

Houston

Colombia

USGC

Houston

Argentina

38,000

USWC

Los Angeles

Chile

38,000

USWC

Los Angeles

Mexico

38,000

Rio de Janeiro

38,000

Pozos Colorados

Rosarito

38,000

215,000

38,000

375,000

21.66

-6.14

5.66

-2.23

9.87

-3.95

25.60

-7.24

900,000

23.68

-1.31

285,000

7.50

*Southport Maritime. Phone: 561.775.3333; Email: fix@southportmaritime.com.

Refined product markets
The US refined products market continued to experience
elevated domestic demand this week, leaving fewer cargoes
available for export to Latin and European buyers.
Rising domestic usage and declining output from US
refiners amid turnarounds lifted gasoline and diesel prices in
the US Gulf coast to record highs. Ultra-low sulphur diesel
(ULSD) prices peaked at a more than three year high, reaching
$2.073/USG.
Fresh data from the US Energy Information Administration
(EIA) showed US gasoline exports declining by 121,000 b/d for

the week ended 19 January.
Gasoline production at the US Gulf coast was down by
275,000 b/d last week, an 11.34pc decline, which brought
production in the Gulf to its lowest levels in four months.
Regional inventories were down as well, with conventional
gasoline stockpiles in the region posting a draw of 0.9mn bl, a
9pc drop from the previous week.
As a result, the value of 87 conventional grade gasoline
in the Gulf rose up to $1.941/USG this week, its highest level
since 01 September, when Hurricane Harvey continued to inundate the region with rain.
Product tanker rates dropped for a second consecutive

Escalante diff to Ice Brent

USGC 87M vs Nymex
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week in the Americas as ship supply accumulated amid reduced the decline in exports out of the US Gulf coast.
Demand was moderate for voyages to Latin America, where
a number of countries import from the US because they lack
sufficient domestic refining capacity to meet local demand.
High gasoline values boosted Gulf coast N+A naphtha prices
this week, keeping values globally strong and effectively
closing spot arbitrage out of the region to usual outlets. But,
demand for good quality heavy N+A naphtha was brisk from
gasoline blenders and the petrochemical sector, while the
reforming market languished.
Several cargoes were heard offered to the Gulf coast. A La
Pampilla cargo with 47 N+A and 57 API that loaded 22 January
was heard offered into the Gulf coast, but no deal was verified
done.
A Colombian tender offering a Mamonal full-range N+A
naphtha cargo loading 15-17 February was also on the table.
A prior Colombian cargo slated to load 3-7 February from
Mamonal was also seen being re-offered to the US although no
deal has yet been reported done.
A trader was also heard offering heavy naphtha out of Port
Harcourt to the Gulf coast. This cargo is due to arrive within
the next two weeks. No firm bids or offer was noted to this
end.
Meanwhile, a Mexican tender to purchase 270,000 bl of
heavy N+A naphtha for 9-11 February delivery was heard
awarded Wednesday, but details of the award remained
unverified as of late Wednesday afternoon. This is the first
tender heard since Mexico stopped tendering to buy naphtha
in the wake of an earthquake mid-September last year.
Marine fuel availabilities improved in el Callao, Peru, but
heavy bunker fuel prices there were the highest on the South
American Pacific coast, which kept buying interest muted.
Some suppliers were tight bunker fuel in Ecuador on account
of stormy weather which delayed fuel oil loadings. Assessments there gained, and the heavy bunker fuel Guayaquil,

Ecuador – Balboa, Panama premium widened.
Demand remained strong in Panama, but assessments
declined with strong supplier competition and normal availabilities. Panama was assessed the cheapest Latin American
bunkering port.
A cargo of 50,000t of dirty petroleum was scheduled for
export from west coast Mexico on 31 January to discharge in
the US west coast. The fuel is likely residual fuel oil to be sold
for bunkering in Los Angeles, US.

USGC ULSD vs Nymex

Non-LST propane vs cif ARA

¢/USG

Biofuels markets
US ethanol prices marched higher as traders shrugged off
record-high supplies and stable gasoline demand as ongoing
supply-side, rail logistic issues continued to carry the market.
US ethanol inventories added over 1mn bl to reach an alltime high of 23.8mn bl, while production was little changed at
1.06mn b/d, according to the latest weekly supply estimates
from the Energy Information Administration (EIA).
US stockpiles of fuel ethanol grew for a fourth consecutive
week as significant builds in the US east coast, US Midwest and
US Gulf coast regions propelled inventories to a record high.
Stocks are up more than 2.07mn bl on year-ago levels.
Gulf coast inventories added 300,000 bl to reach an
all-time high of 4.85mn bl last week and are up more than
1.17mn bl on year-ago levels.
Export activity remains healthy with two 20,000t vessels
departing the US Gulf coast for delivery to India and Brazil on
1-11 February and 20-30 January, respectively.
Outside Chicago, prompt Argo barrels gained more than
5.25¢/USG to close out the week at 134.5¢/USG, reaching as
high as 135.5¢/USG.
In New York, the market for January barges firmed nearly
2¢/USG to 145.5¢/USG. The US Atlantic coast region accounted for the bulk of last week's inventory build.
RIN markets fell sharply on 22 January as traders reacted

-4
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to news that Philadelphia Energy Solutions (PES) will restructure $100mn of debt under a Chapter 11 bankruptcy. The company will continue to operate its 330,000 b/d Philadelphia,
Pennsylvania, refinery.
Current year D6 RINs shed 3¢ on the week to 64¢/RIN,
while 2018 vintage D4 RINs climbed 1.5¢ to 78.5¢/RIN.
Compliance costs as measured by the Argus Renewable
Volume Obligation (RVO) sank nearly 3pc to 7.45¢/USG.
US biodiesel prices rose on the back of basis gains and D4
RIN strength, while margins neared a three-year high.
A 10,400t shipment of renewable diesel is scheduled to
depart the US Gulf coast for Montreal between 17-27 January,
while a 37,600t cargo of renewable diesel is set to arrive in
Los Angeles on 16 February from Singapore.
In Brazil, Sao Paulo markets stabilized at the R2,250/m³
level, while rising premiums for low-water content anhydrous
ethanol in the US Gulf coast lifted import values.
In Sao Paulo, prompt hydrous ethanol truckloads fell R3/m³
to R2,251/m³ as demand plateaued in Brazil's main producer
and consumer state. Export markets rose on a stronger Brazilian currency, with fob Santos cargoes rising $2/m³ to $583649/m³.
Export cargoes of anhydrous ethanol were little changed at
$427-691/m³. On the import front, premiums for the Brazilian
anhydrous specification moved up amid low prompt availability in the US gulf coast region, spurring a $7/m³ increase for
February cif Brazil deliveries to $449-452/m³.
In Argentina, soybean oil markets bounced back from a
four-week low as tight prompt supply lifted export premiums.
Premiums for February product surged 0.4¢/lb to hold at
either side of CBOT +2¢/lb, building on paper markets gains as
CBOT March contracts added 0.27¢/lb to 32.5¢/lb.
Biodiesel prices nudged higher as the week’s feedstock
gains lifted the biofuel, with RED-certified product climbing
just $14/t to $715/t.

LPG Markets
The result of an ethane tender for three 4,500-5,000t cargoes for February delivery into Mexico remained uncertain, as
no fixtures for the cargoes were reported. Market participants
noted the small size of the cargoes, coupled with the limited
number of ethane-capable vessels available and the relatively
short duration of the trip, means there may be very few vessels available.
A 15,000t cargo of butane will load at Dock Sud Argentina,
for export next week.
In the US, market participants flagged between six and
eight February-loading cargoes for cancellation, given the narrow arbitrage with Asia, with an end-February cargo reported
resold at Mont Belvieu +4.5¢/USG. Buying interest for March
fob remained below 5¢/USG, even as the arbitrage improved
on late week declines in Mont Belvieu propane.
This week an ethane cargo loaded ex-Houston for delivery
to Brazil, and a roughly 20,000t propane cargo was fixed to
Tuxpan, Mexico.
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Latest news
Chile´s future energy, mining ministers named
Chile’s president-elect Sebastian Pinera named his future cabinet today, raising investor expectations that the incoming mix
of traditional right-of-center politicians and economists will
revive the sluggish copper-driven economy.
The new energy minister will be Susana Jimenez, a
deputy director of conservative think tank Libertad y Desarrollo, where she specializes in regulation and competition across various sectors, including water resources and
energy.
In her most recent local newspaper column, Jimenez
called for regulatory support for electric cars and a wider
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opening of the related production of lithium in Chile.
She will inherit an energy sector featuring a growing number of wind and solar projects, and will oversee the potential
opening of state-owned oil company Enap.
Jimenez will replace Andres Rebolledo, energy minister in
the cabinet of outgoing president Michelle Bachelet.
Chile new mining minister will be current senator Baldo
Prokurica. He recently called on Bachelet to implement a
pledge to install a new copper smelter in the northern region
of Atacama which he represents.
He will take on the post at a time of strengthening copper
prices, but a loss of productivity in state-owned mining com-
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pany Codelco. He will replace Aurora Williams.
Pinera will be inaugurated on 11 March.

November US-NAFTA freight values up 10.5pc
The value of freight moved between the US and North American Free Trade Agreement (NAFTA) partners Canada and Mexico rose by 10.5pc in November compared to a year earlier,
according to Bureau of Transportation Statistics (BTS) data.
Cross-border freight values between the US, Canada and
Mexico totaled $100.6bn in November, marking the 13th
consecutive month of higher NAFTA freight values in yearly
comparison.
Trucks remained the most-utilized mode of transportation
in November, carrying 63.1pc of US-NAFTA freight volume and
accounting for 65.4pc of exports values.
Rail was the second-largest mode by value, moving 14.5pc
of US-NAFTA freight.
Vessels accounted for 7.8pc of freight values in November,
while pipeline and air accounted for 5.4pc and 3.9pc, respectively.
US-Canada freight values climbed higher in year-over-year
comparison, rising by 11.2pc to $51.3bn.
November US-Mexico freight values rose by 9.7pc to
$49.3bn compared to the same month in 2016.

Opec, non-Opec should talk in 2H about exit: al-Falih
Saudi Arabia's energy minister Khalid al-Falih said today that
participants in the Opec and non-Opec output restraint deal
should start talking about a gradual exit plan in the second
half of the year.
Al-Falih’s comments are consistent with his Russian counterpart Alexander Novak who has long suggested the exit from
the cuts regime is important and needs to be agreed ahead of
time to ensure markets are not flooded by a sudden return of
crude.
"I think it is highly unlikely that we will change [course]
and exit", al-Falih said at the World Economic Forum in Davos
today. He said that the Opec and non-Opec ministers' meeting
in June will be the time to fine-tune their inventory target and
look into ”what is an appropriate normal stock level”.
“The running five year [average] up to 2017, for example,
includes some pretty inflated inventories, in the last two
years. So I think we have to sit down and see what the market
needs in terms of inventories, set that target carefully and
look at a trajectory in the second half of the year, and start
thinking about a gradual smooth exit so we do not choke the
market during the low demand season in 2019,” he said.
Al-Falih said the group of Opec members and non-Opec
countries are not targeting a price. He said: “We have a fixed
target, which is to bring balance into the market. Inventories
are the main indicator of that balance, as well as supplied and
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demand being essentially in line. And we are not there yet.”
“Price is an outcome and not an input. [It] will be become
a feature in a balanced market and that market will balance
around a price that brings enough investment flows, enough to
meet incremental demand… as well as to offset the [production] decline,” he said.
Al-Falih said the price signal is currently not enough to
attract investments in the kind of projects needed to meet
growing demand and offset natural decline. “We need to give
it time for that to happen,” he said.
Both al-Falih and Novak today downplayed the threat of an
increase in US shale oil production on the back of higher crude
prices, saying there was enough room for all the producers.
Novak said that the main objective of the Opec, non-Opec
deal is to remove the market surplus.

Gazprom to enter Argentina upstream
Gazprom is planning joint development of unconventional
gas at Argentina’s Estacion Fernandez Oro block with statecontrolled YPF.
The Russian firm has completed a feasibility study for the
project in Rio Negro province and could reach an agreement
with YPF in May, Gazprom deputy chief executive Alexander
Medvedev says. Gazprom has been studying opportunities
to enter Argentina’s upstream since 2015, when and initial
agreement with YPF was signed and when President Mauricio
Macri came to power. Argentina is making steps to liberalise
the domestic gas market, driving gas prices up. The country
produced 38.3bn m³ of gas in 2016 and consumed 49.6bn m³,
according to BP’s Statistical Review of World Energy. Argentina has 350bn m³ of conventional proven reserves, but vast
untapped shale gas resources that it needs overseas investment to develop.

Mexico plans new onshore exploration auction
Mexico’s energy secretary said it has begun work toward a new
onshore auction that will offer exploration and development
rights for 37 onshore blocks.
The details of the auction, including the timeline, were
not released.
This will be the third onshore auction since the 2014
implementation of a sweeping energy reform that opened up
the sector to outside investment. Like in previous onshore tenders, the government opted for a license contract, attractive
for its light administrative requirements.
The auction’s proposed contract terms were submitted for
review to the national hydrocarbons commission (CNH), which
will also have to put together the bidding requirements.
Past tenders for onshore acreage in Mexico have been successful, with numerous participants and high rate of successful
bidding and awards.
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Ecopetrol restores one of two rebel-hit oil pipelines
Colombia´s state-controlled Ecopetrol restarted operations
on its rebel-hit 85,000 b/d Transandino crude pipeline, but
the 220,000 b/d Caño Limon-Covenas pipeline remains out of
service.
The two pipelines were bombed in a wave of attacks by
rebel group ELN following the 9 January expiry of a bilateral
ceasefire with the Colombian military.
Ecopetrol said the Transandino line resumed operations on
22 January, following a 13 January attack at Providencia in the
southern department of Narino.
The Cano Limon-Covenas line sustained three attacks
shortly after the ceasefire ended.
The attacks took place just as peace talks between the
government and the ELN were scheduled to resume in Quito,
Ecuador.
Colombian president Juan Manuel Santos recalled his top
negotiator, Gustavo Bell, in response to the violence, but sent
him back to Quito over the weekend to try to hammer out a
new ceasefire agreement.
In the days following the ELN strikes, the Colombian
defense ministry announced the capture of a series of ELN
leaders and deployment of a heavy military presence that it
said had averted 20 attacks.

Venezuela threatens EU assets
Venezuela’s government is threatening to expropriate European assets in retaliation for the EU´s imposition of sanctions
targeted at seven senior Venezuelan officials.
Diosdado Cabello, one of the officials hit with EU sanctions
that include asset freezes and travel bans, called on Venezuelan president Nicolas Maduro to apply “principles of reciprocity” against the local European-owned assets, starting with
Spanish companies.
“We have every right to make such demands. If they don’t
want us, then we don’t want them,” Cabello said yesterday
at a televised press conference called by the ruling United
Socialist Party (PSUV).
“The government of Spain has crawled before US imperialism,” Cabello added, warning that Spanish companies operating in Venezuela should face reprisals, including the nationalization of their local assets.
Among the leading foreign investors in Venezuela is Spanish oil firm Repsol, which owns a 50pc stake in Cardon 4, an
offshore gas joint venture with Italian partner Eni. Repsol
also holds an 11pc stake in Orinoco upstream joint venture
PetroCarabobo.
Other European oil firms with local assets include Shell,
Total and Statoil.
Cabello also challenged the US and EU to “find a single
penny anywhere in the world that we supposedly have sto-
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len,” condemning the EU sanctions against himself and six
other government officials as a foreign attack on Venezuela’s
sovereignty.
There was no immediate response from the EU or Spanish
authorities.
Besides Cabello, the EU yesterday imposed individual
sanctions on Venezuela’s supreme court chief justice Maikel
Moreno, acting attorney general Tarek Saab, electoral authority (CNE) director Tibisay Lucena, interior and justice minister
general Nestor Reverol, national intelligence service (Sebin)
general Gustavo Gonzalez, and former national guard commander general Antonio Benavides.
The EU sanctions come on top of individual sanctions
already imposed by the US and Canada, plus US financial sanctions imposed on Venezuela in August 2017.
Cabello also endorsed the government-controlled constituent assembly’s (ANC) decision to advance this year’s scheduled
presidential elections to April from December because of the
sanctions.
Maduro will be the PSUV’s only presidential candidate,
Cabello said.
Most leading opposition figures are behind bars, in selfexile or have been barred from running.
In response to Venezuela´s plan for early elections,
Mexico´s foreign minister Luis Videgaray announced today
that the Mexican government would no longer participate as
a mediator in a dialogue between the Venezuelan government
and some members of the opposition that is taking place in
the Dominican Republic.
Most critics of the Venezuelan government dismiss the
dialogue as an illegitimate process.

Mexico surpasses crude output target for 2017
Mexico surpassed slightly its crude output target for 2017, producing an average of 1.948mn b/d throughout the year, data
from the exploration and production unit of Mexican state-run
Pemex shows.
The company’s production target, as included in its
2017–2021 business plan, was 1.944mn b/d.
Output was 9.5pc below the 2.154mn b/d produced in
2016, confirming a steady decline in production since a peak
at 3.4mn b/d in 2004. Pemex hopes to reverse that trend this
year with an annual forecast inching up to 1.951mn b/d.
Mexico's national production is also expected to grow,
thanks to the arrival of fresh investment from outside companies that have won acreage under a series of staggered
bidding rounds that began in 2015.
Mexico’s biggest producer was by far the Ku-Maloob-Zaap
business unit, accounting for about 42pc of total production at
820,000 b/d.
Natural gas production in 2017 averaged 5.069bn cf/d, a
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12.5pc decline compared with the previous year.
Pemex supplied its domestic refinery system with 1.936mn
b/d on average, 9.3pc less than in 2016, and a historic low.

Mexico's Mision block to migrate to sharing
Mexico´s national hydrocarbons commission (CNH) will discuss
a proposal to migrate the Mision gas block into a productionsharing or licence contract on 1 February, CNH top commissioner Juan Carlos Zepeda told Argus.
Argentina’s TecPetrol co-operates the Mision block, located
in the northern onshore Burgos basin, with state oil producer
Pemex, under a dated public work financed contract, or COPF.
Separately, the CNH recommended in an extraordinary
session last week that the energy ministry migrates the Ebano
block, currently an integrated exploration and production
contract (CIEP), to a license contract.
The two proposed migrations are part of a wider process
to migrate 22 existing CIEPs and COPFs — two models created
under an initial energy overhaul in 2008 — to the more recent
production-sharing or licence contracts.
Government officials hope the 22 areas, which hold some
2.208bn bl of oil equivalent (boe) in probable reserves (2P),
will help boost national oil production. After peaking at 3.4mn
b/d in 2004, Mexico´s crude output has been in decline,
reaching 1.867mn b/d in November 2017.
The migrations have fallen behind schedule, with only the
Santuario block concluded in December, more than three years
late. The Mision and Ebano blocks would represent the second
and third migrations.
Back in late 2015, the government attributed delays to the
low oil price environment, and said it was working on making
the new contracts more attractive. The COPFs and CIEPs had
been awarded to outside contractors to help Pemex on specific
tasks. The new contracts, whether they are licenses or PSCs
like Santuario, will allow for more exploration activities, CNH
said.
There was no specific timeline for the other fields to migrate, Zepeda said.
the sessions last week, CNH commissioners said of the
Ebano block it was a “very important production area for the
country”, accounting for about 0.5pc of national crude production, CNH data shows. The block was awarded to Mexican
oil firm Diavaz in 2013.
The 1,584km² onshore area spreads across the northeastern states of Veracruz, San Luis Potosi and Tamaulipas. It
includes fields such as Ebano, Chapacao and parts of Corcovado, Limon, Cacalilao and Altamira that in November 2017
produced a total of 8,940 b/d of crude and 0.76 Bcf/d of
natural gas.
But production and investment in the block has been falling since 2015, CNH said. Out of the 141 wells included in the
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drilling program for the past three years, none were executed.
Commissioners hope that the new contract will be an incentive to implement secondary recovery and kickstart the drilling program.
The energy ministry, which has the final say, previously
suggested a production-sharing contract, arguing that it was
similar to the current CIEP model.
Production-sharing contracts mean that the state shares
risks with the operator, which makes it particularly attractive
for high-risk projects. But it also requires that all development
plans and budgets be previously approved – a process that
ends up being more costly and time consuming.
Despite the energy ministry´s proposal, a majority of CNH
commissioners, including head commissioner Zepeda, opted
for a license contract, usually chosen for onshore areas because of the lighter administrative requirements.
“The proposed contract model … is viable, however we
suggest a license contract,” the CNH said in its recommendation sent to the energy ministry. Commissioners also cited the
low geological risks in the area, which Pemex knows well.
“Here the risk is minor, it’s not like deep waters” one of
the commissioners argued.

PdV plagued by labor exodus, unrest
Venezuela´s severe economic crisis is stoking labor unrest
in the oil industry, where workers face record-low wages,
dangerous working conditions and political pressure to publicly
back the government.
State-owned oil company PdV was once considered Venezuela’s most prestigious government employer. But as the
country’s economic and political turmoil deepens, waves of
workers have left their jobs there in recent months, according
to a dozen oil union officials consulted by Argus.
Over 60 skilled workers at PdV’s 940,000 b/d CRP refining
complex quit in early January 2018, according to Ivan Freites, a senior director of the federation of oil industry unions
(FUTPV) and a frequent government critic.
The refinery complex, once considered one of the world’s
largest and most modern, is barely operating amid chronic
equipment breakdowns and power outages.
Hundreds more workers have resigned from PdV’s western
division in Zulia state since the start of the year, Freites said.
He said at least a third of the company’s skilled oil field,
refinery and terminal workers resigned over the past 13
months.
PdV has declined to comment on recent departures. But
over the past year, once-frequent government-run rallies by
red-clad PdV workers have conspicuously disappeared. Workers previously grumbled that they were forced to march and
vote in favor of the government, at risk of losing their jobs.
Now many do not bother to turn up.
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The growing labor exodus is further crippling a company
whose operations are widely seen as never having recovered
from the government’s firing of over 20,000 workers in early
2003 after a failed two-month strike that sought to force out
then-president Hugo Chavez. The dismissals included many
managers and skilled employees.
Today’s bloated PdV ranks have little hope of a short-term
reprieve. Wills Rangel, FUTPV president and head of the ruling
United Socialist Party’s (PSUV) labor faction, said negotiations
with PdV for a new three-year collective contract resumed on
16 January, after a four-month gap he attributed to management disruptions caused by corruption investigations.
Dozens of senior PdV officials, including former PdV chief
executive Nelson Martinez and former energy minister Eulogio
Del Pino, were arrested on corruption charges in late 2017.
Critics say the crackdown was a selective, politically motivated campaign.
Rangel, who sits on PdV’s board as the top labor representative, said the union wants up to a 140pc monthly wage hike,
from a current Bs358,300 to Bs861,120.
At the current black market rate of over Bs200,000/$, the
current basic monthly wage of just $1.79 would rise to $4.30.
With the exception of the firm's top executives, PdV workers are struggling for food and medicine amid acute shortages
and quadruple-digit inflation.
A recent incident in PdV’s once-prolific western division
casts lights on the crisis. On 12 January, military officials in
Zulia state summoned representatives of foreign oil companies
and oil services companies in the Lake Maracaibo area to a
meeting at the Ali Primera oil wharf.
The wharf is operated by the defense ministry’s mining, oil
and gas corporation (Camimpeg), a company created in February 2016 to give the military a lucrative industry stake.
Army officials demanded to know why no workers turned
up for a scheduled shift change on 11 January involving oil
fields in which Camimpeg and its private associate Southern
Procurement Services (SPS) have an operational interest.
“The army officials at Ali Primera feared initially that an
oil strike had started under their noses, but were shocked to
learn that no one showed up to work because PdV’s worker
transport services in that area have collapsed, and workers
don’t have the cash, physical energy or alternative public
transportation to travel from their homes to their work posts,”
a union official at the meeting told Argus.
PdV’s core oil field and refinery workers “have lost up to
12 kilograms on average since the end of 2016 because they
aren’t eating enough,” the official said, highlighting skyrocketing food prices and scarce food supplies.
“Venezuela’s oil workers are starving, like everyone else in
the country,” Freites said.
PdV’s workers do not want to strike and no one in FUTPV
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is advocating a walkout, he said. But the workers are not immune to Venezuela’s crisis, so more of them are likely to walk
away from PdV, many to join the diaspora abroad. Recruitment
to replace them is a tall order.
PdV reported a 120,000-strong workforce at end-2016,
including about 60,000 unionized members, around triple the
payroll of the 1990s. The ministry and PdV said workforce
figures through end-2017 are not yet available.
Rangel pledged better fortunes for the workers now that
new energy minister and PdV chief executive Manuel Quevedo
has launched a recovery plan aimed at raising the country’s
crude production up to 2.5mn b/d by early 2019.
Rangel echoed official accusations that the US and other
governments are responsible for PdV’s deteriorated operations and finances. PdV’s production has dropped and cash
has dwindled because of US financial sanctions and “acts of
sabotage” against the oil industry, he said.
“Some PdV joint venture partners are involved in the sabotage to divide oil workers,” Rangel said.
An official with the Caracas-based foreign oil companies
association (AVHI) dismissed the allegations as “nonsense”.
“No oil company in the world is interested in sabotaging its
own operations,” the official said.
Union officials say Rangel’s wage proposal falls far short of
the workers’ needs.
Alirio Villasmil, head of the commercial oil divers union
that works in Lake Maracaibo, said many of the federation’s
unions want payment in US dollars with the right to freely
convert wages into Venezuelan currency without government
interference, a suggestion that a presidential palace official
called a non-starter.
Dollarizing wages for oil workers would immediately unleash demands for dollars by other unions, which the government could not fulfill, the official said.

PdV takes Urals to Curacao
Venezuelan state-owned PdV has emerged as a keen buyer of
Baltic-loading Urals in January-February. Up to four cargoes
could make the rare transatlantic voyage to PdV’s 320,000 b/d
refinery on the Dutch Caribbean island of Curacao.
The Mareta loaded a 100,000t Rosneft cargo for trading
firm Glencore on 3 January at the Baltic port of Primorsk and
is expected to arrive at Curacao on 22 January. The Front Lynx
loaded a similar Rosneft Urals cargo for Glencore on 8 January
and is scheduled to arrive on 29 January.
PdV’s recent tender to buy two more 700,000 bl medium
sour Urals cargoes for 12-14 and 22-24 February delivery to
Curacao closed on 16 January, but the results have not yet
been made public.
These would be the first Urals shipments to Curacao since
at least 2015, although PdV has previously bought the Russian
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grade for delivery to Port Jose in Venezuela. PdV uses its refinery on Curacao — just 64km from Venezuela — to refine crude,
as well as to blend Venezuelan extra-heavy Orinoco oil with US
light sweet DSW to create its 16°API Merey export grade.
PdV may be buying Urals — 30.46°API, 1.53pc sulphur — as
a lighter alternative to extra-heavy Venezuelan crude, traders
say. But the Venezuelan company’s buying options may be
limited, with exporters wary of PdV’s financial problems. A
crude cargo was seized by unknown parties at Curacao’s Bullen
Bay terminal on 8 January, in a dispute relating to PdV’s huge
debts.
The firm’s debt to Rosneft is estimated at more than $6bn
— received as loans and advance payments for oil supplies.
Glencore lifts 700,000-800,000 t/month of Baltic Urals under
term supply arrangements — it has a 0.5pc stake in Rosneft.

Seizures expose PdV oil exports vulnerability
The prolonged seizure of a Venezuelan crude cargo in Dutchcontrolled Curacao throws more light on the financial crisis
gripping Venezuela’s state-owned oil company PdV and the
growing challenge of getting its oil to market.
The Panama-flagged Proteo oil tanker, a Lakemax carrier
with a capacity of 600,000-700,000 bl that is carrying a cargo
of Boscan heavy crude from western Venezuela, is retained in
Curacao’s port of Bullen Bay on a pre-judgement attachment
order.
The order was granted by a local court to an unnamed
party or parties claiming unpaid debts by PdV.
Final enforcement of the order, which could take months,
will determine the fate of the cargo, attorneys on Curacao tell
Argus.
The seizure is the latest in a string of retentions in Dutchcontrolled Caribbean islands where PdV has a network of
strategic refining and logistical infrastructure. Last year saw
the retention of an oil cargo aboard the NS Columbus in St
Eustatius, another Dutch island where US firm NuStar leases
storage to PdV. Other seizures in the Dutch Caribbean over
the past two years include the Lakemax Terepaima and the
Moscow Stars.
Under Dutch law, a court order for a pre-judgment attachment of assets is easier to secure than in other legal jurisdictions such as the US. This is partly because the counterparty
whose assets would be seized does not need to be present in
the court when the preliminary order is issued, Roderik van
Hees, a Dutch Caribbean attorney representing the plantiffs in
the Proteo case tells Argus.
Van Hees declined to discuss the specifics of the current
case, but said the main proceedings leading to an enforceable
order must be initiated by the attaching party within four to
eight weeks after the attachment has been levied.
With PdV in arrears on billions of dollars in debt, includ-
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ing bond debt, commercial debt and arbitration awards, the
company´s cargoes are especially vulnerable to seizure as
they wend their way through the Dutch Caribbean en route to
China, India and the US Gulf Coast.
One way for PdV to lift a retention order is with a bank
guarantee issued in favor of the creditor by a reputable bank.
But the distressed firm, which has been subject to US financial
sanctions since August 2017, would have difficulty obtaining
such an instrument.
PdV relies on the islands´ oil facilities to process, blend,
store and transship its oil exports, which account for nearly all
of the Venezuelan government´s hard currency.
For their part, the islands depend on the oil business for
significant economic revenue and employment.
On Curacao, PdV has a long-term lease on the 350,000 b/d
Isla refinery that expires next year. PdV is unlikely to renew
the contract, because it has no money to invest in the facility.
On Bonaire, PdV owns a 10mn bl storage facility that
Dutch authorities have threatened to close as early as next
month unless PdV makes urgent repairs. And on Aruba, PdV’s
US downstream subsidiary Citgo has agreed to revamp and
restart a 280,000 b/d refinery, formerly owned by US firm
Valero, as early as this year. That deal is in doubt, because of
Venezuela´s shortage of cash.
The Proteo case surfaced in the wake of Venezuelan president Nicolas Maduro’s 5 January announcement of a 72-hour
closure of the country’s borders with the three islands, claiming rampant smuggling of Venezuelan goods, including minerals such as gold as well as fuel and consumer goods.
On 9 January, Caracas said the closure would be indefinite
until the islands crack down on contraband activity.
For the islands, the border action sparked immediate worries about their citizens.
“Although president Maduro promised that this would not
affect Aruban citizens in Venezuela, approximately 200 Aruban
citizens were stranded in four airports in Venezuela,” Aruba’s
new prime minister Evelyn Wever-Croes told Argus on 11 January.
On 12 January, Dutch and Venezuelan officials met in Aruba
and reached a preliminary agreement to tamp down on smuggling. Dutch officials did not confirm whether the significant
oil ties between Venezuela and the islands were discussed in
the five-hour meeting.
"An agreement in principle was reached, and this has now
gone back to capitals," a Dutch foreign ministry spokesman
said on 15 January. "We hope a final and formal agreement can
be reached soon."
Although most of the islanders have since been allowed
to return home, Venezuela's border closure remains in effect,
and the Venezuelan government has been conspicuously silent
on the talks with the Dutch, raising doubts about future rela-
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tions.
The Venezuelans did not confirm a technical meeting that
was supposed to have taken place yesterday, under the terms
of the conceptual agreement reached on 12 January. The
Dutch are still waiting for word from Caracas on next steps.
For the increasingly isolated Venezuelan government,
whose senior officials are subject to targeted sanctions in the
US, Canada and shortly in the EU, the risk of losing cargoes
to creditors is becoming more costly, because it has fewer of
them to sell.
Venezuela shed another 216,000 b/d of crude production
in December, bringing official monthly output to just 1.621mn
b/d, the lowest level since the mid-1980s, not including a
2002-03 labor strike, according to official Venezuelan data
cited by Opec in its January 2018 monthly oil market report
issued this week.
The December data cements a sharp acceleration in the
decline trend, following losses of 118,000 b/d in November
and 130,000 b/d in October 2017.

Pemex CFO moves to Mexico's finance ministry
Juan Pablo Newman, chief financial officer at Mexico’s staterun Pemex, is leaving the oil company to join the finance
ministry, a Pemex spokesperson confirmed to Argus today.
The move is part of a larger reshuffle at the ministry, and
is pending congressional approval.
The finance ministry was not immediately available to
respond to Argus’ request about Newman’s new position.
His departure follows the nomination two months ago of
Pemex’s former chief executive Jose Antonio Gonzalez Anaya
as finance minister, to replace Jose Antonio Meade, who
stepped down to become the ruling PRI’s candidate for the
presidential election in July.
Newman has been CFO at Pemex since 2015, during which
time the company posted its first quarterly profits in 2016
after three consecutive years of losses. In August 2017, under
Newman’s tenure, credit rating agency Fitch changed Pemex’s
outlook to stable from negative.

IEA warns of further Venezuela decline
The collapse in Venezuelan crude production could accelerate
this year from the dramatic fall seen last year, the IEA said
today in its Oil Market Report (OMR).
"Given Venezuela’s astonishing debt and deteriorating oil
network, it is possible that declines this year will be even
steeper than the 270,000 b/d drop in 2017, which took annual
output of 1.97mn b/d to the lowest in nearly 30 years," the
IEA said.
Production is now around half its 1999 level.
US sanctions are biting on the oil sector and achieving the
targeted 1mn b/d improvement in production this year "will
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be a tall order", given under-investment and poor reservoir
management.
The OMR says 50 drilling rigs were working in December
but 100 need to be operating just to halt output declines.
Production tumbled by 240,000 b/d in the fourth quarter
last year, after much lesser declines of 50,000 b/d in previous
quarters.
The report says there is mounting market concern about
Venezuela's decline and that other producers may start poaching in traditional Venezuelan markets in the US and China.
Venezuelan production is now 360,000 b/d below its ceiling
under the Opec and non-Opec output restraint deal, the IEA
said.
The report says production in December was 160,000 b/d
down on November. Yesterday, figures released to Opec by
Caracas actually put the December monthly fall at a higher
216,000 b/d, leaving the total at 1.621mn b/d.

Petrobras to operate fuel supply point at Rio port
Petrobras Distribuidora (BR) signed an agreement with Brazilian port operator Prumo to operate a fuel supply point for
vehicles and equipment at the industrial complex of the new
Acu port in Rio de Janeiro.
BR, a subsidiary of Brazilian state-controlled Petrobras,
will operate the 5,000 m3/d fuel supply point for 10 years
after the instillation of tanks in the industrial area of the port
complex.
The two firms signed a separate agreement for the operation of a truck repair terminal for up to 80 trucks, also for a
10-year term.
Prumo say it is currently in talks with investors interested
in building the infrastructure where BR will operate.
In December, Brazilian president Michel Temer signed a
decree designating Acu as an export processing zone, which
exempts operators in the area from some federal taxes.
Acu has been billed a major commodities export hub, with
offshore iron ore and crude terminals already in operation.
Prumo is planning LNG-to-power facilities to supply the manufacturing plants that are expected to be built in the region.

Pemex Salamanca refinery security head killed
State-run Pemex's head of security at its Salamanca refinery in
central Mexico was killed in an attack yesterday morning, the
company said.
Pemex did not say if the murder, which did not take place
at the refinery, was suspected to be related to Tadeo Lineol
Alfonzo's employment, but comes as the country is seeing a
growing epidemic of fuel theft.
"The company will remain alert and will cooperate fully
with investigations into the case," Pemex said in a statement.
Pemex has said that illegal tapping costs the company over
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$1bn a year, leading Mexican president Enrique Pena Nieto in
May to ask police forces, government officials and Pemex to
work together on a more aggressive strategy.
Fuel theft and security issues around Pemex’s six domestic
refineries are also problematic for the company, which has
been looking for potential partners to help it invest in its aging facilities.

Mexico to open jet fuel market next: Flores
Mexico aims to complete the liberalization of its jet fuel market this year as the last frontier in a process that saw the lifting of price controls for motor fuels and LPG in 2017, Mexico's
undersecretary of energy Aldo Flores said today.
"By the end of 2017, all of the fuel markets had been liberalized, expect for jet fuel," Flores said at an event to mark
the opening of Argus' new office in Mexico City. "The idea is to
open it this year."
The jet fuel opening will require changes in storage and
transportation infrastructure, just as it has for other fuels, he
said.
"All of the infrastructure belongs to [government airport
service agency] ASA so we have to see how those storage tanks
can be shared," he said.
Flores said that the process could involve a type of open
season, although the details have yet to be finalized.
Mexico will introduce changes gradually, Flores said, as
it has for other fuel markets as part of its energy reform
intended to dismantle the decades-long institutional monopoly
of state-run Pemex.
"Opening markets gradually allows us to learn and better
see areas of opportunity," he said.
Some 54 companies besides Pemex now hold permits from
energy regulator (CRE) to store and sell jet fuel in Mexico,
although independent commercialization has not started.
State-owned Aeropuertos y Servicios Auxiliares (ASA) has been
the only company allowed to sell, distribute and store the
product.
He said the opening will be a transparent process similar to
that of other fuels.
Before the energy reform "many of the market structures
implied self-regulation on the part of Pemex, self-regulation
by the authorities, so we had a legal framework which had not
fully developed," Flores said. "It required creating protocols
and incentives to develop the market."
Mexico's jet fuel demand averages 81,350 b/d in the first
11 months of 2017, worth Ps34.9bn ($1.8bn). The value has
risen by more than a third from Ps25.5bn in the same period
of last year, representing 75,600 b/d.
CRE president Guillermo Garcia Alcocer has previously said
that the jet fuel market presents some different dynamics
compared with gasoline and diesel, such as how airlines might
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purchase fuel for a year at a time.
It is also less of a target for fuel thieves, which has been a
massive problem in gasoline and diesel markets as thieves can
tap pipelines and sell fuel directly to consumers.
Mexico's demand for jet fuel has moved up along with air
traffic. Mexico City's airport alone handled 44.7mn passengers
in 2017, up 7.2pc from 41.7mn passengers in the previous
year. But Pemex's jet fuel output has decreased, along with
that of other fuel products — output fell by almost a third
between November 2012 and November 2017 to 37,780 b/d.

Ecuador promotes greenfield refinery contract
Ecuador is offering a contract to build, operate and transfer a
300,000 b/d deep conversion refinery, a long-delayed project
that the country’s new government is seeking to revive with
less ambitious features.
The greenfield project would be built in the Pacific coastal
province of Manabi.
Some 21 companies from the US, UK, China, South Korea,
Japan and Russia are interested in securing the contract and
will send representatives to an official visit to Ecuador on 3031 January, oil minister Carlos Perez says.
The planned refinery has been downsized to a $5bn plant
from an original $10bn-$12bn refining and petrochemical complex proposed under the previous government, which has been
plagued by scandals involving hundreds of overpriced, defective or unfinished infrastructure initiatives.
New president Lenin Moreno, once an ally of former president Rafael Correa, has pledged to wipe out corruption, much
of it centered at the top of the previous administration.
Five major oil and gas infrastructure projects are suspected of irregularities. The list comprises the earthmoving
and a water system construction contracts for the Pacific
refinery carried out by tainted Brazilian contractor Odebrecht.
According to Perez, Ecuador is now proposing to build a
deep conversion facility capable of producing Euro 5 clean
products, in addition to urea and sulfur. Construction could
take up to three years and the contractor will be allowed to
operate the refinery for at least 20 years.
The refinery was originally designed to process Venezuela’s
heavy crude. Under the initial joint venture structure, created
in 2008, state-owned PetroEcuador held a 51pc stake and
Venezuelan state-owned PdV 49pc.
PdV’s stake later shrank to just 15pc and “will continue
to dilute” because the company has been unable to make
its share of capital contributions, and Caracas has said it is
no longer interested in investing in the project, according to
Perez.
The government is proposing to redesign the project to
process a domestic mix of heavy crude from Ecuador’s Ishpin-
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go-Tambococha-Tiputini (ITT) complex and medium grades
such as Napo and Oriente.
Ecuador’s state-owned PetroAmazonas plans to increase
production at ITT from a current 44,000 b/d to 80,000 b/d by
the end of the year and to invest $4.2bn in the next four years
to develop the block that holds an estimated 1.7bn bl of 14°15.5°API reserves.
Output from ITT will climb to at least 200,000 b/d by 2022
once the block’s development plan is completed.
ITT is key to achieving Ecuador’s goal of increasing production to 700,000 b/d by 2021.

PdV’s Amuay refinery suspends operations
Venezuelan state-owned PdV’s 635,000 b/d Amuay refinery
suspended crude processing operations this week following
several equipment breakdowns, and the company is not saying
when the crippled facility will restart.
The refinery’s power generation plant is operational, but
all processing units including the catalytic cracker that is
undergoing planned repairs, are off line, a PdV official at the
refinery said.
Amuay and the nearby 305,000 b/d Cardon refinery comprise PdV’s 940,000 b/d CRP refining complex on the Paraguana peninsula, where over 72pc of the company’s local downstream nameplate capacity of 1.3mn b/d is concentrated.
Amuay has five distillation units, of which only two – Units
1 and 5 – were operational as of 19 January. But distillation
Unit 5 suffered an equipment breakdown on 20 January and
distillation Unit 1 broke down on 23 January, FUTPV oil union
director Ivan Freites said.
Amuay is “comatose,” said Freites, who is a frequent critic
of PdV’s government-appointed management.
The CRP’s refineries were operating at only about a
combined 13pc of design capacity in December 2017. CRP’s
operational capacity appeared to be rising this month, reaching about 18pc of nameplate or 170,000 b/d before Amuay
refinery shut down this week.
The CRP refineries have been plagued for over a decade by
frequent processing unit breakdowns and accidents, including a lethal olefins blast in August 2012 that killed at least
40 people. Some of the damage from that fatal accident has
never been repaired.
PdV’s chronic downstream problems, driven by a lack of
maintenance and cash for repairs and spare parts, have led to
extensive fuel shortages across Venezuela.

Diluent clouds PdV vow to revive oil output
Venezuela’s state-owned PdV is promising a rebound in crude
production in January, following three months of declines that
left the Opec country at levels not seen since the peak of a
global supply glut in 1985.
A senior PdV official told Argus to expect this month’s vol-
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ume to approach 1.9mn b/d thanks to the arrival of imported
naphtha in early January that is used to dilute Orinoco extraheavy crude.
The forecast is a leap from the official 1.6mn b/d that Venezuela reported to Opec for December, around 650,000 b/d
less than a year earlier.
Other PdV officials have privately told Argus to expect the
accelerated decline trend of the fourth quarter to persist,
with January forecasts as low as 1.2mn b/d.
Venezuela shed 464,000 b/d of output in the last three
months of 2017.
Orinoco crude, with 8-10°API gravity, requires the injection of around 30pc diluent to get it out of the ground and
transport it to the coast, where it is traditionally upgraded
into synthetic lighter crude or blended with domestic or
imported light or medium grades to produce 16°API Merey
for export to India and China. In this model, the naphtha is
routinely stripped out and piped back to the oil belt for reuse
at the wellhead.
With the decline in PdV’s light and medium production,
difficulty paying for imported crude and chronic breakdowns
at its four upgraders, this model is becoming harder for PdV
to sustain. So the company is now directly exporting diluted
crude oil (DCO) to India, the PdV executive says.
The executive blamed the December low in production
on a lack of naphtha. “Having naphtha means production will
increase. It is not a question of reservoirs, but rather production logistics. Our production capacity surpasses the current
separation capacity of the upgraders, so we have to import
naphtha. If we do not import naphtha, we have to lower the
production because we cannot transport extra-heavy crude.”
He said the DCO marketing strategy saves PdV from having
to import light crude for blending. “We process part of the
DCO and sell the other part. In this scenario of low or moderate prices, the differential between Merey and DCO is not too
high,” the executive said.
The DCO sales, which other industry officials say is going
to India's 400,000 b/d Vadinar refinery owned by a Russian
Rosneft-led consortium, could help to explain the significant
discrepancy in January estimates, even within PdV itself.
Because the naphtha is not stripped out before the DCO is
exported, the diluent potentially inflates the data, if the production is not counted at the wellhead.
Any uptick that PdV manages to eke out in January will be
challenging to maintain. Natural depletion of around 20pc/yr
— plus a lack of cash, US financial sanctions and an exodus of
skilled workers — gives PdV little room to maneuver.
The downturn in Venezuelan production, on top of a paralysis in refining, is aggravating an economic crisis that the
government blames on meddling from abroad.
The International Monetary Fund is predicting a 15pc
economic contraction in Venezuela this year, and staggering
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annual inflation of 12,000-13,000pc.
Domestic turmoil could escalate in the next few months as
the government prepares for presidential elections that were
moved up to a date no later than 30 April, from December
2018. The decision sparked an international outcry. Critics
say there is no chance for a free and fair poll and President
Nicolas Maduro is assured reelection.

Mexico City air traffic rises in 2017
Mexico City's airport handled 44.7mn passengers in 2017, up
7.2pc from 41.7mn passengers in the previous year.
The higher annual traffic came despite a monthly drop
in passengers following the 7.1-magnitude earthquake that
rocked the capital on 19 September last year. Domestic traffic
dropped 3.8pc year-over-year in September, with the airport
handling 2.12mn passengers compared with 2.2mn passengers in the same month last year, according to the latest data
published.
Domestic traffic for the year was up 4.8pc on 2016 levels, while international traffic rose by 12pc on the prior-year
period, with 29mn passengers and 15.8mn passengers handled,
respectively.
Mexico City airport is operated by a state-owned company,
while the rest of the country's airports are operated by Asur,
OMA and GAP that won concessions to operate Mexico's airports as part of a government privatization drive in the 1990s.
GAP operates 12 airports throughout Mexico's Pacific region, OMA operates 13 airports in northern and central Mexico
while Asur operates 19 airports across southeastern Mexico.
State-owned Pemex produced an average of 38,105 b/d of
jet fuel in the first 11 months of last year, down from 42,801
b/d in 2016, according to the latest data from Pemex. This
data does not include December's statistics as they have yet to
be published.
Mexico imported around 34,000 b/d of jet fuel from the US
in October last year, down from 35,000 b/d in the prior-year
period, according to the latest statistics from the US Energy
Information Administration.

Brazil flight demand up 3.5pc in 2017
Brazil’s economic recovery helped boost passenger demand for
domestic flights by 3.5pc in 2017, according to the Brazilian
airline association Abear.
Passenger demand for domestic flights, measured in revenue passenger kilometers (RSK), ended the year on a strong
note, rising 5.8pc in December from a year ago, making it the
10th consecutive month of gains.
Brazilian airlines transported 89.9mn passengers on domestic flights in 2017, up by 2.7pc from 2016.
The supply of airline seats, measured in available seat
kilometers (ASK), increased by 1.7pc in 2017. ASK is the total
passenger capacity per kilometer, while RSK is the number of

Copyright © 2018 Argus Media group

kilometers traveled per paying passenger.
Gol and Latam airlines led the sector in market share in
2017, with 38.1pc and 31.8pc of domestic flights, followed by
Azul and Avianca with 17.5pc and 12.6pc, respectively.
Abear highlighted that the passenger load factor, which
measures the capacity utilization of aircraft, reached a record
81.6pc, up 1.45 percentage points from 2016.
International demand increased by over 12pc in 2017,
while international supply was up by 10.6pc last year in comparison with 2016, Abear said.
In the first 11 months of 2017, the most recent period with
available data, jet fuel sales were down 1.8pc to 6.1bn liters
(114,873 b/d), compared to the 6.2bn l reported in the same
11-month period of 2016, according to the ANP.
Demand is expected to continue to rebound in 2018 in line
with economic growth.

Curacao seeks Shell’s return to refinery
The governments of Curacao and the Netherlands are discussing with Anglo-Dutch major Shell the possibility of its return to
the management of the Caribbean island’s 350,000 b/d Isla oil
refinery, Curacao government officials tell Argus.
Shell operated the refinery until 1985 when it transferred
the asset to the island’s government after reporting heavy
losses. The refinery was built by Shell and commissioned in
1918.
Isla is currently operated by Venezuela's struggling stateowned oil company PdV under a lease that expires at the end
of 2019.
Discussions about Shell’s involvement in the operation of
Isla have been taking place since November 2017, when the
government said it doubted the ability of Chinese state-owned
Guangdong Zhenrong Energy (GZE) to carry out a $5.5bn project to upgrade the refinery.
Curacao prime minister Eugene Rhuggenaath “has said
publicly that if Shell is still interested in the modernization of
the refinery, and if the company appeared to be the best option, then it will be selected,” one official said.
Shell declined to comment on its proposed return to Curacao refining.
The Dutch-controlled island’s government unilaterally
cancelled the agreement with GZE on 1 January, saying the
company did not have the money to deliver the project, and
did not have "the unconditional support of the Chinese government as it had indicated when signing the agreement."
Curacao sought the assistance of the Netherlands in finding
a replacement for GZE “as there is little time to conclude an
agreement with an operator before PdV abandons the plant,”
another official said.
“A shutdown of the refinery would severely harm the
island’s economy, and The Hague wants to prevent any economic dislocation in any part of the kingdom.”
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Curacao is 64km (40mi) off Venezuela's coast. PdV, which is
in arrears on billions of dollars in debt, has traditionally leveraged Isla to process its crude into gasoline, naphtha, diesel,
jet fuel, asphalt, base oils and lubricants, and to blend its
diluted extra-heavy crude with light crude for export.
GZE and Curacao's government agreed in November 2016 to
upgrade the refinery, located at Schottegat, under a 40-year
lease, after PdV indicated it was not interested in renewing its
agreement.
But the government has also been studying the possible
involvement of Chinese firm Baota Petrochemical “to which
heavily indebted GZE has been trying to hand the refinery
project,” the officials said.
Baota Petrochemicals has received a commitment of $3bn
for upgrading the refinery from the mainly Chinese government-funded development bank ADIB, GZE said earlier in
January.
“We simply want a sound and reliable company to manage
and modernize the refinery so there are no uncertainties over
its future,” one official said.
The call for Shell’s return coincides with a souring of relations between Venezuela and the Dutch Caribbean. Caracas
closed it border with Curacao, Bonaire and Aruba in early
January, blaming the islands for smuggling Venezuelan goods.

Independent Mexico fuel imports fall in December
Mexican gasoline imports from companies other than Pemex
were down by 45.5pc in December to 127,000 bl (or 4,096
b/d), compared to the 233,000 bl imported in the previous
month of November.
Year-on-year, independent gasoline imports grew nearly 13fold, according to data published by Mexico's tax office (SAT).
Independent diesel imports reached 1.13mn bl (36,451
b/d) in December, also 11.2pc below their November levels,
but higher than the 19,780 bl imported in December 2016.
The share of independent diesel imports compared to
Pemex imports remained stable, however, at 13pc and 87pc,
respectively.
Pemex will release its imports data for December on
26 January. In November the state-run company imported
637,600 b/d of gasoline and 261,700 b/d of diesel.
Independent fuel importers in Mexico have complained
that state-run Pemex was keeping its wholesale prices artificially low, making it difficult for them to compete in the
country's newly deregulated market.
Several companies that have been importing fuel into
Mexico since it was first allowed in April 2016, told Argus in
December that they had been faced with rising tax costs,
higher international gasoline prices and a volatile exchange
rate against the dollar, all of which they reflected in their
wholesale price.
In the meantime, Pemex's wholesale prices hardly changed.
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Petrobras refinery runs drop, boosting imports
Brazil’s state-controlled Petrobras produced around 1.8mn b/d
of refined products in 2017, a 4.7pc drop from 2016 and the
lowest annual output since 2006, according to data from oil
regulator ANP.
Throughput at the company’s 13 domestic refineries fell by
5.2pc year-on-year to 1.72mn b/d in 2017, the lowest annual
rate since 2004.
Gasoline production at Petrobras refineries averaged
437,731 b/d, down by 1.6pc. Diesel output fell by 10.7pc to
692,165 b/d.
Aviation fuel saw the biggest increase in production, climbing 6.6pc over 2016 to a record 106,299 b/d in 2017.
The 323,000 b/d Landulpho Alves refinery (RLAM) refinery
in the northeastern state of Bahia registered the largest yearon-year drop in production, falling 12.5pc to 207,635 b/d.
Three small privately held domestic refineries, Dax Oil,
Manguinhos and Riograndense, saw combined output increase
by 9pc to around 24,300 b/d.
Petrobras' distribution subsidiary BR said today it signed
a one-year purchase agreement with Riograndense for the
small refiner´s gasoline, diesel, marine diesel and fuel oil.
The value and volumes under the 31 December deal were not
disclosed.
After years of running its refineries at full capacity, Petrobras has pulled back on downstream investment, opening
more space for imports.
Average fuel imports reached a record 621,625 b/d in the
first 11 months of 2017, a 25.2pc year-on-year increase. Diesel
imports increased almost 63pc in the first 11 months of 2017,
reaching a record 201,594 b/d.
Petrobras is currently reviewing its diesel price methodology after losing market share throughout 2017.
Under its $21bn 2017-18 divestment plan, Petrobras plans
to sell stakes in its domestic refineries, and is in talks with
Chinese partners to finish work on the 165,000 b/d Comperj
refinery in Rio de Janeiro, now around 80pc complete.
The Brazilian government, at the state and federal level,
is also courting Chinese investors that could help add another
600,000 b/d of domestic refining capacity in Brazil's northeast.

Mexico pulls in diesel fuel tax incentive
Mexico’s finance ministry increased fuel tax deductions for
regular and premium gasoline to go into effect tomorrow, but
brought the incentive for diesel down again from its all-time
high early in January.
Regular gasoline’s deduction that can be taken from the
fuel excise tax (IEPS) was raised by 6.8pc to Ps2.404/l (48¢/
USG). The deduction for premium gasoline also increased by
3.6pc to Ps1.232/l.
Diesel’s deduction went down by 2.7pc to Ps2.775/l. For
the week ended 5 January this deduction was up to Ps3.079/l,
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its highest since the policy began in February last year.
Mexico has kept deductions relatively high since it increased its excise tax on fuels (IEPS) for 2018 starting 1 January. The new IEPS tax rate for regular gasoline rose by 6.55pc
to Ps4.59/l (89¢/USG), for premium gasoline by 6.59pc to
Ps3.88/l and for diesel by 6.74pc to Ps5.04/l.
Deductions from the IEPS began in mid-February as a
mechanism to even out abrupt spikes or drops in fuel prices
during the fuel price liberalization process throughout 2017.

Brazil qualifies producers for biodiesel auction
Brazil’s oil regulator ANP has qualified 39 biodiesel producers to participate in the 1-2 February auction to supply the
domestic market in March and April.
The auction will be the first with the 10pc biodiesel mandate, which will increase from 8pc on 1 March.
Companies with the largest volume on offer include: local
grains company Granol, which will offer 179mn liters (1.13mn
bl) of biodiesel from three plants; global agricultural giant
ADM, which will offer nearly 112mn l of biodiesel from its two
plants; and local biodiesel firm BSBios, which will offer 96mn l
from its two plants.
Brazil’s biodiesel producers’ association Ubrabio estimates
that with the blend hike, biodiesel demand will reach 5.4bn l
in 2018, up from an estimated 4.3bn l in 2017. Brazil currently
has production capacity to produce 7.9bn l/year of biodiesel.
Stronger diesel demand because of the economic recovery
is also expected to boost biodiesel demand this year.
In the first 10 months of 2017, production totaled 3.52bn l,
up 11pc year on year.

Possible end of Brazil ethanol tariff draws ire
Brazil’s leading sugar and ethanol producers’ association Unica
said that the possible suspension of the ethanol import tariff
would create an environment of legal uncertainty for the sector.
Unica president Elizabeth Farina said the association was
taken by surprise and that the possible suspension of the tariff
is not consistent with the government’s new biofuels regulation, which aims to reduce emissions.
In April, Unica submitted a formal request for an increase
in the tariff to the trade ministry’s export chamber (Camex),
citing environmental concerns.
Ethanol produced from sugar cane is considered an advanced biofuel, while biofuels produced from grains such as
corn are not, according to US and European environmental
authorities.
At that time, Unica said the tariff would be necessary to
“correct environmental externalities associated with the emission of greenhouse gases.”
Brazilian ethanol imports reached 2.5bn liters (43,081 b/d)
in 2017, up more than threefold over the 780.8mn l imported

Copyright © 2018 Argus Media group

in 2016 despite the 20pc tariff, which went into effect on 1
September.

Brazil soybean exports diversify to northern ports
Brazil’s Mato Grosso state, the country’s largest soybean producer, is exporting growing volumes of soybeans from northern
ports, according to the Mato Grosso institute of agricultural
economics (Imea).
In December, Mato Grosso exported a record 18mn tons
of soybeans, of which 42.7pc was exported through ports in
the north. The port of Barcarena in Para state saw soybean
exports rise by nearly 93pc year on year.
Although the Santos port remained the main export route
for soybeans produced in Mato Grosso, exports through northern ports are expected to continue to rise in coming years because of recent investments in port terminals on the Tapajos
river in Para. Soybeans are transported by truck to Miritituba,
and then by barge to deep-water ports in the Amazon basin.
Global grain giants Bunge and ADM both have terminals in
Miritituba.
The distance from Sinop, a soybean-producing hub in
northern Mato Grosso state, to Miritituba is less than 1,000km,
whereas the distance to the port of Santos is over 2,400km.
Although part of the BR-163 highway between Sinop and
Miritituba remains unpaved, which slows truck traffic during
heavy rains, it is still advantageous for soybean producers in
northern regions of the state.
The government is hoping to award a new R13bn concession this year to build and operate a railroad between Sinop
and Miritituba, which would reduce logistics costs.
Soybean harvesting in Mato Grosso reached 3.3pc of total
planted area last week, 8.2 percentage points behind the
same period of last year because of heavy rains, according to
Imea.
Imea expects the rainfall to diminish in coming weeks, allowing the harvest to advance.

Brazil hydrous ethanol sales sustain buoyancy
Sugar cane mills in Brazil’s center-south region saw their
hydrous ethanol sales increase by more than 50pc in the first
half of January, despite a steep decline in output, according
to sugar and ethanol producers’ association Unica.
With only six mills in the region still operating, harvesting
in the first half of the month fell nearly 86pc from a year ago
to just 166,000 tons.
Heavy rains throughout the region should limit harvesting until March, at which time the amount of residual cane
processing will depend on the weather, Unica said.
Ethanol output fell nearly 40pc to 43mn liters (18,031 b/d)
in the fortnight, compared to 68mn l in the same period of
2017.
Unica highlighted that the bulk of the ethanol output in
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the region in the two-week period was produced by corn ethanol mills. In the period, these mills produced 33.5mn l, more
than double the 13.3mn l produced a year earlier.
Despite the fall in output of the biofuel, ethanol sales
reached 1.04bn l, up 19pc from the 875.3mn l in the corresponding period of 2017. Hydrous ethanol sales reached
656.7mn l, up by 52.5pc from the 438.4mn l sold in the first
half of January 2017.
The increase in sales comes as prices of all motor vehicle
fuels tested new highs. According to oil regulator ANP, hydrous
ethanol, gasoline and diesel prices all reached their highest
levels in the historical series which began in 2013.
As a result of the higher prices, hydrous ethanol was only
competitive with gasoline in two states: Mato Grosso and
Goias. To be considered competitive, the hydrous ethanol
price needs to be less than 70pc of the retail gasoline price.

Brazil’s biofuel rules to be implemented by 2020
Brazil’s new regulatory framework for biofuels, which was
signed into law by president Michel Temer in December 2017,
should be implemented by 2020, according to the mines and
energy ministry.
The government is currently hammering out regulations for
the new law, known as Renovabio, a process that is expected
to take 18 months.
One key element of the new law is the creation of a system of carbon credits (CBios) that will be issued to biofuels
producers and traded on the local stock exchange, boosting
revenues for ethanol producers.
The regulations will also establish targets for CO2 emissions reductions based on increased biofuels consumption.
Brazil’s main sugar and ethanol producers' association
Unica estimates that ethanol output could double to 54bn
liters (930,547 b/d) from current levels by 2030 as a result of
new investment in capacity that is expected to ensue from the
law.
Hydrous ethanol consumption has already been on the rise
in recent months, and is expected to continue strengthening
in the 2018-19 sugar cane season, which officially begins on 1
April.
With a lull in international sugar prices because of a global
surplus, mills are expected to maximize ethanol output next
season. Still, recent estimates see the center-south crop
reaching only 585mn tons, on par with or smaller than the current 2017-18 season.
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EU Council rescinds biodiesel duties appeal
The EU council today rescinded its appeal against a European
Court of Justice (ECJ) decision to annul biodiesel anti-dumping
duties (ADDs) against Argentina and Indonesia.
Last week, an EU source told Argusthat this decision had
been made, "in principle, at (the) technical level".
This news has weighed heavily on paper values for rapeseed methyl ester (RME) and fatty acid methyl ester (Fame)
biodiesel through 2018, with an increase in competitive
Indonesian palm methyl ester (PME) supply expected to ease
demand for biodiesel produced in Europe.
Second and third-quarter paper values for winter blend
RME shed $20/t apiece, while the fourth quarter lost $30/t
over the three days following the news. Summer blend Fame
0 product experienced heavier losses with the second, third
and fourth-quarter paper values down $35/t, $40/t and $35/t,
respectively.
The European biodiesel market had already reopened to
Argentina following the reduction of anti-dumping duties in
September 2017. Scheduled imports of Argentinian soy methyl
ester (SME) reached an average of around 144,000t/month
in the first three months after ADDs were reduced. A further
195,000t was booked in December for December-January delivery and up to 156,000t has been booked so far in January.
The definitive anti-dumping duties were imposed by the EU
in November 2013 and followed provisional duties from May
2013.
In November 2017, EU member states formally decided to
appeal eight European Court of Justice (ECJ) rulings made the
month before.

Mexico's Pacific LPG ports undamaged in quake
A strong earthquake that struck this morning off the Pacific
coast of Mexico's Baja California state did not damage energy
facilities in the area, state-run Pemex said.
The La Paz and Topolobampo LPG import facilities are both
near the area.
The epicenter of the 6.3-magnitude earthquake was 76 km
(47 miles) northeast of Loreto, Baja California. The event was
registered at 10:17 CT today (16:17 GMT), Mexico's meteorological service said.
The center of the quake was offshore and no material
damages or injuries have been reported, Mexico’s President
Enrique Pena Nieto wrote in a tweet.
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Argus Latin American Coverage
Argus is a leading provider of price assessments, business intelligence and market data for the global crude oil, petroleum
products, gas, LPG, coal, electricity, biofuels, biomass, emissions, fertilizer and transportation industries. Argus offers in-depth
coverage of Latin American energy and commodity markets, including:
CRUDE AND REFINED PRODUCTS
Argus provides daily pricing for key Latin American crude grades including:
Olmeca, Vasconia, K-Factor, Maya, and Castilla. Argus flagship crude services,
include:
Argus Americas Crude - The service covers crude markets in the US Gulf coast,
midcontinent, west coast, Canada and Latin America. It provides spot market
prices, including volume-weighted averages of deals done which are extensively
used in term contracts, spot transactions, swaps and other instruments.
Argus Crude – The services offers analysis and pricing for more than 80 different internationally traded crude streams. It includes the ASCITM price (Argus
Sour Crude IndexTM) - used for sour crude exports into the US.
Argus LatAm Energy is the authoritative source for news, prices and analysis on
the Latin American oil and natural gas sectors. This biweekly intelligence report offers critical information on the latest developments across the region’s
upstream, midstream and downstream sectors.
NATURAL GAS LIQUIDS (NGLs)
Argus NGL Americas provides news, price trends and analysis of Latin American
NGL markets.
POWER
Argus Latin American Power Watch is the authoritative source for news and
analysis on the Latin American electricity sector. This biweekly intelligence
report offers inside information on the latest developments across the region’s
generation, transmission and distribution markets.
NATURAL GAS/ LNG
Argus Global LNG offers independent intelligence on international LNG
markets, including new, analysis and opinion on Latin American markets. This
monthly intelligence report addresses the demand for high-level, strategic
information by providing extensive coverage of LNG markets and production as
well as shipping and supply and demand fundamentals.

Argus LNG Daily provides spot price assessments, information about shipping
movements, market-moving news and analysis. The report covers key Latin
American LNG markets, such as Trinidad and Tobago and Chile.
COAL
Argus Coal Daily International provides daily prices assessments for Puerto Bolivar (fob) as well as other key international coal price assessments and indexes
accompanied by the latest coal market news and analysis.
The Argus/McCloskey Coal Price Index service provides coal prices and historical
trend data for the API 2, API 4, API 6 and API 8 indexes which are the benchmarks
used in the international coal industry. The API 2 Index is used by the Colombian
government for coal severance payments and royalty calculations.
Argus Coking Coal International features key coking coal prices accompanied
by the latest market moving news, commentary and analysis. The daily service
includes a weekly Fob Colombia Caribbean price assessment.
BIOFUELS
Argus covers Latin American ethanol and biodiesel markets in two daily market
services: Argus US Ethanol and Argus Biofuels. Key Latin American biofuels
coverage includes daily assessments for: Brazilian ethanol - cif and fob Santos
Biodiesel prices for SME fob Argentina.
FERTILIZER
Argus offers extensive market coverage for Latin American fertilizer markets,
including ammonia, nitrogen, phosphates, potash and sulphur. Argus fertilizer
services provide insight on key market developments, sales and international
trade, as well as prices for physical markets, which are extensively used as a
benchmark in contract pricing formulae.
PETROCHEMICALS
Argus offers a full range of international petrochemical services. These include
chemical pricing, historical data, news, analysis, specialist market studies and
consultancy.

For more information on Argus Latin American coverage, please contact us at sales@argusmedia.com.
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