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Oil & gas rising…

The oil and gas industry is thriving because of a continuing, 
if modest, economic recovery as perceived risk from 

international tensions drive prices higher. Hyper duplex 
grades are playing a key role in both upstream and 

downstream applications.

By James Chater

Background
Oil prices have been rising recently, especially 
in the last six weeks. They have been in a strong 
upward trend since late August and have now 
reached 73.85USD/bbl (WTI price, 6 October 
2018). Gas prices also rose sharply, by 34% in 
Europe and 25% in Japan in one year; in the 
US they continued to hover round only 3 USD/
mmBTU, thanks to abundant shale resources. 
Clearly, the markets are anticipating greater de-
mand, which in return refl ects a bullish view of 
the global economic situation. However, wheth-
er this optimism is justifi ed is anyone’s guess.
Most of the major oil companies are doing 
well in both the upstream and downstream 
sectors and have ambitious expansion plans. 
Especially Exxon Mobil has struck lucky with a 
spate of discoveries off  the coast of Guyana, 
which has also transformed the economic 
prospects of this hitherto poor Central Ameri-
can country. Increased margins and higher 
earnings characterize the spreadsheets of 
most of the other majors, including BP, Shell, 
Total and Equinor (formerly Statoil).

Projects

The Americas
In the USA, higher prices have stimulated pro-
duction of shale oil and gas on its mainland 
after some lean years. Exxon Mobil plans a 
massive expansion of its Permian Basin opera-
tions, while a letter of intent has been signed 
for a gas pipeline from the Basin to the Gulf 
coast. Refi nery new-builds include the Davis 
project in North Dakota. Canada is to see the 
building of its fi rst refi nery since 1984, Stur-
geon, which will turn bitumen into diesel. In 
April, Shell decided to invest in the Vito deep-

water project in the Gulf of Mexico, and shortly 
after started production at its Kaikas develop-
ment in the Gulf, one year ahead of schedule. 
Further to the south, Mexico’s oil and gas 
industry is showing new signs of life. Pemex 
announced its biggest onshore discovery for 
15 years, near Veracruz. It has awarded Mc-
Dermott the contract for subsea fl owlines 
for the heavy-oil Ayatsil fi eld. And Shell’s Ap-
pomattox semi-submersible was towed to 
its destination in the Gulf of Mexico in May. 
Mexico’s new president has pledged 11 bil-
lion USD for new refi ning capacity. 
In South America, the most dramatic story is 
the rags-to-riches discovery of oil and gas off  
the coast of Guyana, which began when Exxon 
Mobil made its fi rst discoveries there in 2015. 
Reserves are conservatively estimated at 4 
billion barrels. Exxon Mobil will proceed with 
the Liza development, part of the Stabroek 
Block, one of the biggest discoveries of the 
past decade. The project, involving an FPSO 
and subsea equipment, should start produc-
ing in 2020. In Brazil, Petrobras has been in-
creasing production in the Santos Basin Pre-
Salt Cluster, which means drilling to 5,000 
metres below the seabed, through a salt layer 
that is about 2,000 metres thick. The pre-salt 
development has just seen its fi fth bidding 
round, in which blocks were awarded to Shell, 
Chevron, BP and other companies. Total also 
has a large stake. All these point to a revival 
of Brazil’s oil fortunes following a stagnant 
period. This is being exploited by Raccortubi 
unit Tecninox do Brasil, newly opened in São 
Paulo, which will supply stainless butt weld 
fi ttings to the oil and gas market.

Europe

In Europe, two areas that hold promise are 
the North Sea/Arctic region and the East-

ern Mediterranean. 
In the UK North Sea, 
BP is developing the 
Vorlich project, Shell 
will build an FPSO for 
Penguin, and Total 
has discovered an im-
portant gas fi eld off  
Shetland, Glendro-
nach. Norway’s Equi-
nor is extremely ac-
tive: approval for its 
Snorre improved-re-
covery project, exten-
sive exploration on 
the Norwegian Con-
tinental Shelf, modi-
fi cation of the Mong-
stad refi nery, phase 
2 of Johan Sverdrup 
and, in the Barents 
Sea, improved recov-
ery in the Johan Cast-
berg fi eld. Digitaliza-
tion, involving the 
laying of hundreds of 
kilometres of fi bre-
optic seismic cables, 
is an important part 
of Equinor’s toolkit. 
Norway has awarded 
12 oil and gas explo-
ration licences, nine 
of which are in the 
Barents Sea. Else-
where in the Arctic 
region, Eni has begun 
drilling in Alaska’s 
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  Floating production vessel for the Johan Castberg project. Photo: Statoil [bonga nigeria 
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›
  TurkStream is a gas pipeline bringing gas from Russia into Turkey and south-eastern Europe. 

Photo: Gazprom.
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Beaufort Sea and Rosneft is continuing to 
explore the Arctic off shore after Exxon Mobil 
pulled out. 
In the Eastern Mediterranean, Italy, Egypt, 
Greece, Cyprus and Israel work closely to-
gether, but there is tension with Turkey 
over ownership of Cyprus’s off shore fi elds. 
A further complication is the plan to con-
struct the EastMed gas pipeline linking gas 
fi elds in the Levantine basin to south-east 
Europe. Syria has announced that explora-
tion of its off shore resources will start in 
early 2019. Greece has announced it will 
explore the Ionian Sea and south of the is-
land of Crete, together thought to contain 
about 3 billion barrels of oil and 4 trillion cu-
bic feet of natural gas. The geology here is 
similar to Egypt’s giant Zohr gas fi eld, which 
started production in late 2017. Egypt’s en-
ergy prospects have been transformed and 

it looks as though Israel and Greece are not 
far behind.

Central Asia

For its energy security, Europe looks not only 
to Russia, but also to the Eastern Mediter-
ranean and beyond, to Central Asia. In Azer-
baijan, a new production sharing agreement 
for the Azeri-Chirag-Deepwater Gunashli 
PSA project was signed last year. The coun-
try also saw the start-up of the fi rst subsea 
development in the Caspian Sea, BP’s Shah 
Deniz 2 gas development. A complex net-
work of gas pipelines is planned across Tur-
key and Central Asia and under the Adriatic, 
to import this gas into Turkey and Europe. 
Uzbekistan is emerging as an important oil 
and gas producer, and a new oil refi nery is 
taking shape in the Jizzakh region. 

Factory Address 
Unit - 1: Plot No : 3123/24/25/26 , Unit - 2: Plot No : 3246/47 

G.I.D.C. Chhatral, Dist: Gandhinagar - 382729
 Gujarat, India. 

info@mangalamalloys.com

Mangalam Alloys Limited
UCM Group Of Industries

But watch out for geopolitics
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›
  Shah Deniz 2 pipeline. Photo: BP.›
  The Duqm oil refinery, Oman.

›
  Launched in April 2014, Kaombo is the first project on ultra-deep offshore Block 32, located 

off the Angolan coast. Image: Total.

Middle East

Advances in seismic technology are prompt-
ing countries to look again at areas that 
were previously thought unviable. A case in 
point is the “empty quarter” of Saudi Ara-
bia, which is being re-explored by Saudi 
Aramco. The company signed collabora-
tion agreements with Eni (2017) and Shell 
(2018) and plans to invest 300 billion USD 
in upstream projects over the next decade. 

Geopolitical risks
Recent oil and gas price rises may refl ect, 
not just economic optimism, but also 
perceived geopolitical risks. US sanctions 
against Iran could drive up gas and oil 
prices. The Middle East has always been 
volatile, and now the Eastern Mediterra-
nean region is marked by tensions between 
Israel and Syria in the Golan Heights (where 
an oil drilling licence was granted to a US 
company in 2013), and by ownership dis-
putes between Greek and Turkish Cypriots 
(and also between Greece and Turkey) over 
newly discovered hydrocarbon sources in 
the eastern Mediterranean. More danger-
ous still is the South China Sea, where 
China’s claim to the entire sea is contested 
by fi ve other nations in the region. China 
has been building fortifi ed artifi cial islands, 
while Japan, in alliance with the USA and 
the UK, has sent in naval vessels to enforce 
rights of passage. A question mark hangs 
over projects in the British North Sea, as it 
may be diffi  cult to recruit personnel if free 
movement of labour ends with Brexit. All 
these issues point to the threat to peace 
and prosperity if common-sense political 
solutions cannot be found.

Africa
Africa is the new kid on the block when it 
comes to oil and gas production (see refer-
ence 1). Growth is especially fast in Angola 
and Mozambique (a massive LNG project), 
while Nigeria remains a major producer 
and is now Africa’s richest state. In July, 
Total’s Kaombo project off shore Angola 
came on-stream, and the French company 
has announced development of its Zinia 2, 
off shore Angola. Large downstream pro-
jects include Dangote (taking shape in Nige-
ria) and two refi neries to come on-stream in 
Angola by 2022. 

Asia

In Asia, the major markets are in China and 
India. In China, CNOOC’s off shore projects 
are in the East China Sea (off  China’s coast) 
and further to the south in the Eastern South 
China Sea and Western South China Sea. 
These last two areas are the ones where 
CNOOC’s activities are mainly focused, start-
ing from last year. A project by Vietnam to 
develop its Red Emperor fi eld off  its south-
east coast was suspended twice because of 
Chinese pressure. In August 2018, two Japa-
nese companies agreed to help PetroViet-
nam extract gas at Sao Vang-Dai Nguyet, part 
of the area claimed by China. And despite 
their rival claims, China and the Philippines 
are planning to jointly explore and develop 
an area off  the coast of the Philippines.
Saudi Aramco is planning a “mega invest-
ment” in partnership with Indian companies, 
including a large refi nery and petrochemical 
complex at Ratnagiri, near Mumbai, part-
nering with ADNOC. India is looking to de-
velop its off shore gas reserves, the “Satellite 
cluster” project in Block KG D6, operated by 
Reliance Industries. 
Elsewhere in Asia, activity is concentrated 
in Papua New Guinea, where Exxon Mobil’s 

discoveries have turned out larger than 
originally forecast, and Oman, which is in-
vesting massively in upstream and down-
stream projects, which include LNG. BP has 
started exploiting the giant Khazzan gas 
fi eld; Shell, with Total, will develop several 
gas discoveries; and a new refi nery is being 
built at DuQm, near Muscat.

Materials

An important recent development concern-
ing materials used in oil and gas upstream 
and downstream projects is the introduction 
of stronger duplex and hyper duplex grades. 
Depending on circumstances, super duplex 
SAF 2507® can be a good candidate for off -
shore platform instrumentation tubings and 
sea water coolers. SAF 3207 HD™ is a hyper 
duplex grade developed for umbilicals, the 
tubes that transport energy, data and liquids 
from the seafl oor to the platform. This appli-
cation requires very high pitting and crevice 
corrosion resistance, mechanical strength 
and fatigue properties. This grade can resist 
hydrogen sulphide (H2S), making it indis-
pensable for raw seawater injection, control 
lines and chemical injection lines. 
Another grade, hyper duplex SAF 2707 
HD™, is used mainly in on-shore refi neries. 
It has performed very well in several heat 
exchanger applications within the refi nery 
industry. Especially in units where deposits 
are formed, hyper duplex will in most cases 
outperform super duplex. In terms of crev-
ice corrosion resistance, hyper duplex com-
pares well with nickel-based alloys such as 
625 and C-276, resulting in huge savings for 
customers. The excellent performance of 
hyper duplex in seawater also makes this 
grade a possible replacement for CuNi sea-
water heat exchangers. If such units experi-
ence frequent failures due to corrosion or 
erosion-corrosion, choosing hyper duplex 
stainless steel instead will lead to long-term 
cost savings even though the initial cost will 
be higher. The hyper duplex grade is also not 
sensitive to sulphides and will not experience 
corrosion issues if sulphides are present in 
polluted seawater, as found in harbours. 
This makes hyper duplex stainless steel an 
excellent candidate material for seawater 
coolers in cargo ships  (see reference 2).
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The current political situation is bearish for 
major gas producer Iran, because of 
sanctions, and more favourable towards 
Iraq, which last year auctioned nine new 
blocks. An easing of tensions has allowed 
Chevron to announce resumed drilling in 
the Kurdistan region of Iraq. Russia’s Ros-
neft will invest in pipelines to export Kurd-
istan gas to Turkey and Europe. Jordan is 
proceeding with expansion of its Zarqa oil 
refi nery.
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TURN UP THE HEAT 
SHUT CORROSION  
DOWN  

Higher temperatures. Rising pressures. More 
acidic media. As conditions in oil refineries get 

world are turning to Sandvik’s corrosion resistant 
alloys to enhance their productivity. Like one 

heat exchanger tubes to reduce plant shutdowns 
by nearly 90%, resulting in massive savings 
on material replacement. So as your tubes’ 

how we can help keep corrosion from shutting  
you down.




