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THE ENERGY LANDSCAPE
GLOBAL ENERGY DEVELOPMENTS

▪ In 2020, the global primary energy demand fell by 4.5% which is the largest decline recorded since 1945. The drop in energy consumption was
mainly driven by the significant decline in fossil fuel consumption particularly, oil, which accounts for 75% of the net decline. This was primarily due to
the impact of the COVID-19 pandemic which led to globally imposed mobility limits to curb the spread of the virus.
▪ Despite the a 9.7% global growth in renewables energy and a 1% growth in hydro energy, fossil fuels continue to dominate the global energy mix
accounting for 83% of the total mix, i.e. 31.2% oil, 27.1% coal and 24.7% natural gas. One can assume without the COVID-19 pandemic it would
have been higher.
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THE ENERGY LANDSCAPE
OIL RECOVERY AND OUTLOOK
▪ In 2020, the oil demand dropped by approximately 8.78 mb/d (9% decline), compared to 2019. This was mainly driven by measures taken by governments
globally to restrain mobility and other economic activities, thus controlling the spread of the Covid-19 virus.
▪ In 2021, prices proved to have strongly recover from a brief nadir of USD 20 bbl Brent (and even negative WTI) in the second quarter of 2020 at the height of
the Covid-19 pandemic. Pre Russia/Ukraine, prices were seen as more likely to tip USD 100 bbl than revert to USD 40 bbl and below.
▪ Per OPEC, 2Q 2022 demand is 99m BPD, driven by the global improved economic activity and mobility (encouraging transportation fuel demand (92%
dependent on oil))
▪ It is evident that, apart from a temporary decline in demand for hydrocarbons (which was as a result of government imposed lockdown restrictions),
hydrocarbons still remain essential to the global energy mix and are anticipated to grow in demand.
▪ Electric vehicles (EVs), seen as a potential threat to hydrocarbons, are currently expensive (unless subsidized) and are demanding of additional power
capacity in a county. The rate of EV adoption in developing countries is highly likely to lag that of OECD countries. Leading economies are not expected to
have internal combustion engine (ICE) vehicles /EV crossover until the late 2030s. Therefore, we do not anticipate developing countries like SA to cross-over
until the 2040s. Therefore, hydrocarbons are to remain relevant through liquid fuels.
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RUSSIA’S INVASION OF UKRAINE
WHAT THIS MEANS FOR THE GLOBAL ENERGY LANDSCAPE?
▪ Since Russia invaded Ukraine, Oil prices have increased significantly. Spot Brent is currently USD 113 BBL. This follows the globally anticipated risk of energy supply
shortages, given that Russia is the world’s second largest oil producer i.e. producing 10.9 million b/d of crude oil, and oil exports of 4.6 million b/d. The West and China
are large buyers of these volumes.

▪ Given the global importance of Russia’s energy supply, to date, fewer energy supply restrictions have been imposed on Russia than for other sectors (e.g. banking,
payments). However, Germany has suspended the Nord Stream 2 gas pipeline project, implying delays on potential increase in gas supplies from Russia thus
sustaining high gas prices in Europe. However, Europe remains dependent on Russia’s oil supply (approximately 2.3 million b/d) and has committed to not impose
direct sanctions on Russia’s oil exports. The USA now has though. According to Rystad Energy, Brent oil prices could reach US$128 per barrel by June 2022, in the
case where 1 million b/d of oil supplies from Russia are disrupted due to the invasion tension.
▪ From the IOC perspective, Shell, BP and Exxon have indicated to exit their upstream positions in Russia which they participate in through joint ventures. TotalEnergies
has indicated that it will no longer provide capital for new projects in Russia, however, they have not indicated to exit Russia as they hold a significant interest in the oil
and gas sector within the country (e.g. through Novatek and LNG projects).
▪ At date of drafting, Germany has indicated a rapid and major change in its energy policy. It will commission two LNG import terminals (its first) and the Finance Minister
(a Green) visited the US last week discussing, among others, LNG imports. Germany consumes 87 BCM of natural gas, equivalent to 63 MTPA. If half of its gas
purchases become LNG, this is roughly equivalent to Rovuma LNG and Tanzania LNG combined.

Source: Wood Mackenzie, IEA, Spangel, Rystad Energy
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MOZAMBIQUE ECONOMIC OUTLOOK
Inflation risk remains high
• Modest GDP growth of 2.2% in 2021 followed a contraction of 1.2% in 2020, owing to COVID-19 restrictions, temporary operational issues at
major mines, destruction of infrastructure and property due to floods, and the displacement of communities because of ongoing insurgency in
Cabo Delgado.
• Economic growth forecasted to be between 3.5%-5.7% in 2022 fueled by the external sector. Increased coal production at Moatize mine and
exports of other commodities, such as aluminium, should benefit from the short-term commodity shortages created by the Ukraine-Russia
conflict and some price upside.
• President Nyusi replaced the prime minister, finance minister, and head of the country's natural resources and energy portfolio in March, just
weeks before the IMF’s announcement of a staff-level agreement for a $470 million Extended Credit Facility over three years
• IMF’s support should boost the government’s ability to implement reforms amid elevated political risk stemming from the ongoing insurgency
and repercussions from the 2016-2017 debt crisis
• The agreement with the IMF aims to promote inclusive economic growth but is also linked to the restoration of public finances, strengthening of
governance, and improving transparency, particularly the management of the wealth derived from developing the LNG sector
• Mozambique's fiscal performance was better than expected in 2021 as revenue increased by almost 2% while expenditure growth was
contained to less than 1%
• We expect inflation will average close to 9% in 2022 due to higher fuel and food prices, exacerbated by the Russia-Ukraine conflict
• Banco de Moçambique (BOM) recent 200bps policy rate hike, which pushed the MIMO policy rate to 15.25%, is broadly aimed at ensuring that
inflation remains within single digits.
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MOZAMBIQUE: OIL AND GAS UPDATE

UPSTREAM
•

ENI’s Coral South Platform in Area 4 commercial ops are expected to start
in 2023 with an estimated yearly capacity of 3.4 MT
o

First hydrocarbons produced as part of commissioning

•

Total Energies Area 1 onshore project (MLNG) under Force Majeure and
resumption is dependent on improvement of the security situation

•

ExxonMobil will conduct an independent assessment of the security
situation before taking FID and it’s not dependent on MLNG

•

Sasol PSA project construction have started with first production planned
for 2024
o

DOWNSTREAM

MIDSTREAM
•

Matola Floating Storage Regasification Unit (FSRU) FID is planned for
end 22
o

Sasol communicated no interest in investing on a pipeline from
Rovuma - This will fast track the development given the expected
decline of volumes from the PPA Asset from 2025

•

CTT power plant with a capacity to produce 450 MW electricity construction have started and the expected start of commercial operations
is in 2024

•

EDM committed in delivering up to 200 MW of electricity generated from
renewable by end 2023

PSA will produce Gas, Light oil and LPG

•

The GoM plans to set up a sovereign wealth fund towards the end of 2022

•

Results of the 6th Licensing round have been released by INP on which 12
companies have been selected as operators and non operators
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