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Big Oil plows billions into
far-flung drilling sites to
escape Iran turmoil

Exxon, Chevron and others turn to Africa and South America for next generation of prospects

feedback@livemint.com

xxon Mobil, Chevron and

other energy companies are

speeding up their searches for

new oil-and-gas prospects—

faraway from the perilsof the
warinthe Middle East.

Exxonrecently outlined a potential
plan to pump up to $24 billion into
Nigeria's deep-water oil fields, while
Chevronexpandeditsfootprintin Ven-
ezuela. BP bought stakes in oil blocks
off the coast of Namibia, and TotalE-
nergies signed an exploration deal with
Turkey. Major oil companies could
together create $120 billion in value
from their exploration ventures in
coming years, the energy research and
consulting firm Wood Mackenzie esti-
mated Thursday.

Iran’s attacks on energy infr
ture and a shipping bottlene
Persian Gulf region have sparked a
global scramble for oil and lopped off
billions of dollarsin revenue for some
Western oil companies. But the surge
in energy prices is providing the oil
industry with awindfall of cash thatis
expectedto help it ventureinto territo-
ries previously out of reach or aban-
donedyearsago. Theinfluxcomesafter
many drillerscut spending on explora-
tion toreturn more cash to sharehold-
er:

“Neverunderestimate the romance
ofupstream peoplelookingat opportu-
nities. They say, ‘Boy, wouldn't it be
greatif we could do this or that,” said
Edward Chow, a nonresident senior
associate at the Center for Strategic &
International Studies and a former
Chevron executive. “Now, you've got
thecashtodoit.”
Duringa (d” Thursd:

ay with execu-
onand other
oil compani i cretary Chris
Wright and Inu‘um Secretary Doug
Burgum urged them to keep bolstering
oil output to counter surging prices
ahead ofalooming supply shortfall.

U.S. oil futures are trading near $88
a barrel, above the mid-$60 range
where they were hovering before the
war. Prices plunged Friday after Presi-
dent Trump and Iranian officials said
the Strait of Hormuz had reopened.
Iran later said the strait was closed
again.

‘The oil companies want to maximize
their production to take advantage of
the higherprices—but within the con-
fines of their current budgets and with-
outtakingonthe added costs of making
major investments, people familiar
with the matter said.

Combined, major oil companies
spentan average of $19 billion on global
exploration each year from 2021 to
2025, according to Wood Mackenzie.

Energy executives are also focused
on a longer-term mission: finding
enough oil and gas to fuel their profits

The closure of the Strait of Hormuz has trapped 20% of the world!'s daily diet of oil and liquefied natural gas.

into the 2030s, some of the people said.
The closure of the Strait of Hormuz, a
critical oil-and-gas chokepoint
between Iran and the United Arab
Emirates, has trapped 20% of the
world’s daily diet of oil and liquefied
natural gas.

Some Western oil Lumpuniu with
operations in the Middle East have
taken significant hits. Exxon has said
thewarcurtailed itsglobal oil-and-gas
production by 6% in the first quarter.
The company is poised to lo:
billioninrevenuea ye:
damage at natural-gas
Qatar.Its partner QatarEnergy has esti-
mated that repairs could take up to five
years.

Fornow, the oil-
and-gas sector is
expected to turn its
attention away from the Persian Gulf. A
few days before the war began, Chev-
ron said it entering exclusive talks

with Iraq’s Basra Oil forastake in one of

the world's largest onshore oil fields,
West Qurna 2. But analysts said itis
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Exxon, Chevron, Shell, BPand Tota-
IEnergies are looking closely at new
drilling prospects in Africa, South
America and the eastern Mediterra-
nean that could refill their reserves for
lhc next decade.

n took a step
toward drillingoffthe coast of Greece.
Inrecentmonths, it signed preliminary
exploration agreements with Iraq, Tur-
key and Gabon. In Trinidad and
Tobago, the company is conducting

seismic work to find oil inthe
country’s deep waters on'sinterna-
tional spending came inatabout $9 bil-

lion last year, including its exi

developments.
Meanwhile,

Chevron has

REUTERS

Atanenergy conference in Houston
last month, Chevron Chief i
Mike Wirth said the country’s recent
moveto change lawsthat govern fossil-
fuel dealsis agood firststep.

“There’s still things that I believe
need to happen to encourage invest-
mentat the scale that people would like
tosee,” Wirthsaid. Headded that oper-
atorsin Venezuela need more durable
and predictable dispute resolution,
among other concerns.

The White House is pushing for

3. oil companies to plow money
dilapidated oil sector.
Most drillersarecautiousabout invest-
ing there after years of mismanage-
ment.

Chevron is set to conduct explora-
tion work later t||i< year in Egypt,
whereithc i acresinthe

boosted i
tionteam, mcludmglluou;,hILLsi\(\n S
$53 billion acquisition of Hess. It b
brought a former TotalEnergies execu-
tive, Kevin McLachlan, on board asits
vice president of exploration. Chevron
has earmarked $7 billion in spending

doubtful that Western oil

onoffshore aroundthe

would sign any major deals in the Mid-
dle East until the conflict is fully
resolved.

Instead, the economic fallout from
the war is driving the companies to
diversify their portfolios—and spread
out the of disruption across the
globe. Energy companies are
ingtoboost theirreserves. The world's
oil producersneed to find enough new
resources toadd 300 billionbarrels to
theircollectivereservesto meet global
demand through 2050, according to

world thisyear.

InVenezuela, where Chevronisthe
largest foreign investor, the company
agreed this past week toanasset-swap
deal that would boost its position in
regions rich in vi
US. refineries favor

Thestate-run Pet-
roleosde Venezuelasold the company

an additional 13% working interest in
one ofitsjoint ventures in Venezuela.
Another project,inwhich Chevron has
a30%stake, was granted development
rights to aneighboringarea.

Mediterranean Sea, and it recently
confirmed substantial oil discoveriesin
the Gulfof Mexico. Earlier thisy
won four offshore leases near Greec
as well as a block award in oil-rich
Libya.
Oil pricesare expected to remain ele-
vated over the coming months even if
thebottleneckin the Strait of Hormuz
clears.

“Sustained high oil prices are the
best friend of exploration,” said
Schreiner Parker, an analyst at Rystad
Energy,aresearch and consulting firm,
“In the medium to longer term, there
will be a risk premium attached to
every barrel coming out of the Persian
Gulfthat will push peopleinto frontier
exploration.”
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Natural gas: Go long,
accumulate on dips

—
Gurumurthy K
bl Research Bureau

Natural gas prices have been
coming down over the last
few weeks. The contract
touched a low of ¥240.40 per
mmBtu last week and
bounced from there. Itis cur-
rently trading at Y253 per
mmbBtu.

OUTLOOK

The price action last week
shows that the pace of fall
has slowed down. On the
daily chart, a turn-around is
visible.

COMMODITY
CALL.

On the charts, there is a
long-term support coming
around I238. The recent
bounce from the low of
T240.40 last week is happen-
ing from just above this
support.

All these signal good
chances of a rise in the com-

ing days. We will get to know
whether or not this is going
to be a corrective rise or a
bullish reversal.

Immediate support is
around T248. Below that,
238 will be the next import-
ant support. The MCX nat-
ural gas contract can rise to
%263. The price action there-
after will need close watch.

Failure to breach 3263 and
a reversal thereafter could
drag the contract down to
250 and 3240 again. On the
other hand, a strong break
above 3263 could then take
the price further up to 3275-
280. Such a rise will give an
early indication of a bullish
trend reversal.

TRADE STRATEGY
Traders can go long now at
253. Accumulate on dips at
3249,

Keep the stop-loss at3246.
Revise the stop-loss up to
255 and X258 when the con-
tract goes up to 3257 and
260 respectively. Exit the
long positions at ¥262.
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