












Figure 5: Decision by Refiners to Reduce/Amend Refinery Output (Selected Examples)

As for potential beneficiaries in the current 
crisis, storage operators are well placed in 
the short term. The market is in surplus with 
excess crude oil and products being 
produced against a backdrop of demand 
destruction. With the oil price declining to 
market lows, producers of crude and refined 
products are having to store excess supplies 
in storage. As a result, demand for storage is 
rising with capacity being rapidly used. 

According to Rystad Energy there are 
globally some seven billion barrels of storage 
currently used for crude and refined 
products combined (as of March 2020). Their 
analysis suggests some 80% of the world’s 
storage capacity is already full. 

With limited storage capacity and growing 
demand, rates are rising. Some oil majors for 
example are using floating oil storage to 

store jet fuel. According to Bloomberg, 
day rates for Very Large Crude Carriers on 
the Arabian Gulf to China route rose from 
under $50,000 per day in early 2020 to over 
$200,000 per day in March 2020 (an increase 
of more than 300%). Ship owners of floating 
storage are not the only winners. Owners of 
storage terminals will also be beneficiaries of 
growing demand. The Dutch storage 
operator Vopak for example, has seen its 

share price appreciate by some 20% in 
recent months to over €50 per share in 
March 2020. The last time the market saw a 
significant supply surge was during the oil 
price slump of 2014. Between 2014 and 2015 
Vopak saw its share price rise by over 60% in 
this period.

Company Date Refinery/Location Comments

API March 2020 Ancona/Italy Temporarily shutting down 85,000 bbls/d refinery

BP March 2020 Gelsenkirchen/Germany Shut down 70,000 bbls/d crude unit. Decision was an economic run cut

Delta Airlines March 2020 Trainer/US Reducing production at 190k bbls/d by 40k bbls/d. Refinery’s management working on rotating basis

Petroineos March 2020 Grangemouth/UK Shut down 35,000 bbls/d crude unit at 200k bbls/d refinery. Due to deteriorating fuels profit margins 

Marathon Petroleum March 2020 Los Angeles/US Begun cutting production at 363,000 bbls/d refinery

MRPL March 2020 India Mangalore Refinery and Petrochemicals shutting down plant

Neste March 2020 Porvoo/Finland Delayed scheduled major turnaround. Only business critical maintenance works

North Atlantic Refining March 2020 Newfoundland/Canada Come-by-Chance pausing production because of concerns about worker safety as virus spreads

Phillips 66 March 2020 Los Angeles/US Cut production by at least 20% at its 139,000 bbls/d refinery

Total March 2020 Grandpuits/France Delayed restart of 102,000 bbls/d refinery near Paris by eight days to April 1

Total March 2020 Feyzin/France Maintenance work at 110,000 bbls/d Feyzin refinery suspended

Source: Press; Corporate web sites; PwC Strategy& research
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3. Innovation is king for longevity – time 
to double down on digital technologies 
and new ways of working

• Oil and gas companies have entered an 
economically challenging period. The 
prospect of lower oil prices, against a 
backdrop of supply surge and demand 
destruction, are all increasing financial 
pressure on the sector. The physical 
impact of COVID-19 requiring companies 
to reduce staffing levels at platforms and 
refineries, serves only to compound this.

• In this context, technology will be critical to 
help lower costs and improve automation, 
therefore mitigating the impact of the 
workforce becoming incapacitated due to 
infection. Think of offshore platforms which 
are either unmanned or remotely operated 
from land.

• Digital solutions in the broadest sense, 
from AI to drones, will need to be 
deployed more extensively. In another 
report published by PwC Strategy& we 
highlighted the importance of 
collaborative ventures between oil and 
gas companies and technology partners 
to deliver these solutions.3

• Aside from technology there is also a 
need for greater collaboration and new 
ways of working. The example of the 
‘corona copter’ service alluded to in this 
report only happened because 
companies collaborated with one another 
to find a mutually beneficial service to 
ferry infected colleagues off platforms.

4. Trading capabilities in the current 
downturn and going forward will be 
critical to support earnings and cash 
flows and to de-risk volatility

• There are undoubted opportunities for 
traders to take advantage of the price 
volatility that has been a feature of the oil 
markets in recent weeks. It should be 
noted that in the 2014 crisis, one of the 
key lessons learned was better risk 
management (specifically hedging) which 
will be even more critical going forward.

• Aside from these short term gains, the 
role of a trading division within an 
integrated company will be to help 
manage the liquidity of the wider group. 
Where liquidity is tight, traders should 
seek to avoid consuming large amounts 
of working capital through long term 
plays and avoid exposing the group to 
large swings in margin requirements. 

• The winners will be those who manage 
to adapt not just to market movements 
but also to new ways of working with 
remote work. As always in a crisis like 
this, counterparty risk will have to be 
managed tightly. 

5. The energy transition will return to the 
front pages in the near term

• As oil and gas companies deal with a 
crisis unfolding on a global scale, it is 
understandable if the energy transition 
has slipped from being the top priority – 
at least for the moment.

• However, the situation will stabilise. And 
‘net zero’ and broader low carbon targets 
will once more be top of mind, but from a 
very different perspective.

• There is a real chance that one of the 
consequences of COVID-19 will be to 
provide a fillip to the energy transition’s 
momentum in so many ways. Think of how 
people’s behavior vis-à-vis energy 
consumption has changed with less travel 
and commuting. Or how public sensitivity 
has been heightened about the impact of 
catastrophic events. And given companies 
are redesigning their businesses and 
supply chains to deal with COVID-19, this 
may provide the ideal opportunity to 
reinforce efforts to address sustainability. 

• But the tricky part will be timing. Is this 
the right moment to push hard on the 
low carbon agenda or should 
companies focus on the immediate 
challenges associated with COVID-19 for 
the medium term? Moreover, while the 
whole of 2020 is very likely going to be 
dominated by COVID-19, it is not fanciful 
to think that extreme weather and climate 
impacts may dominate the airwaves in 
2021. Just remember the recent spate of 
wildfires in Australia that dominated the 
news cycle only a few months ago.

• For those companies already committed 
to ‘net zero’ pathways, it is arguable this 
crisis will have reaffirmed the direction 
they need to take. The crisis will have 
also underlined the importance of having 
operating cash from the legacy business 
(oil and gas) to fund the transition. In 
other words, legacy businesses cannot 
be ended abruptly and an energy 
transition will happen. The corollary of 
this may also be for those oil and gas 
companies not yet committed to this 
journey, they will be now, as they seek to 
find access to funding. 

3 Drilling for data 2020: A pragmatic perspective on demystifying digitization in oil and gas, PwC Strategy&
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