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Pemex farmouts – Positive second round 
 

 The National Hydrocarbon Commission (CNH) announced the winners 

of the second round of Pemex farmouts 
 

 Within this round, three blocks were offered, two are onshore fields 

while the remaining in located in shallow waters 
 

 Both of the onshore were allocated, while the shallow water one was 

declared empty  
 

 In our opinion, the allocation was successful, showing the continuing 

interest in the development of Mexico’s oil market  
 

 The following bidding processes will take place on January 31, 2018 

with another Pemex farmout  
 

 Crude oil market is reflecting tighter balances, with the futures curve 

recently shifting to backwardation  
 

 We reiterate our forecast for Brent at 53 $/bbl at year-end, expecting a 

slightly higher range for next year but with relatively low conviction of 

a strong upward breach above 59 $/bbl 

Second round of farmouts for Pemex. The National Hydrocarbon 

Commission (CNH) announced the winners of the second round of strategic 

associations of Pemex with companies from the private sector, also known as 

farmouts. This round encompasses three fields: two are onshore, while the other 

one is in shallow waters. All three blocks are in the region known as the 

“Southeastern Basin”, in the state of Tabasco. 

The first of this field, named Ayín-Batsil, is the shallow water field and it covers 

an area of 1,091 sq. kilometers (421 sq. miles). This field contains mainly heavy 

oil. The second field, known as Cárdenas Mora, covers an extension of 168 sq. 

kilometers (65 sq. miles) and mainly contains light oil. Finally, the third field, 

named Ogarrio, spanning 156 sq. kilometers (60 sq. miles), with the main 

hydrocarbon to exploit being light oil.   

 

Ayín-Batsil Field Cárdenas Mora Field Ogarrio Field 

   
Source: CNH Source: CNH Source: CNH 
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Once again, a successful result. Despite the fact, there were not any bids for 

the Ayín-Batsil field; the other two blocks were allocated. For the Cárdenas 

Mora field, two proposals were delivered, one from Cheiron Holding Ltd. 

(Egypt) and another from the consortium between Gran Tierra México and 

Sierra Blanca (Mexico). The winner was Cheiron Holding Ltd., having offered 

an additional royalty percentage of 13%. 

For the third field, four offers were tendered, one from Ogarrio E&P (Chile), 

and another from California Resources Corp. and PetroBal (USA and Mexico). 

The other bids were from DEA DeutscheEdroel (Germany) and TecPetrol and 

Galem Energy (Argentina and Mexico). The winner was DEA Deutsche Erdoel, 

offering an additional royalty percentage of 13% and a cash payment of 

US$213.9 million. 

The following bidding process will take place on January 31, 2018. This 

contemplates one deep-water Pemex farmout in the Gulf of Mexico, in front of 

the coasts of Tamaulipas. Moreover, the allocation for Round 3.1 will take place 

on March 27. This round will tender 35 shallow water fields all across the coast 

of the Gulf of Mexico. 

 

From our fixed income and FX strategy team 

Crude oil market reflects tighter balances. Crude oil prices have conveyed 

relatively healthier fundamentals, especially during the last quarter, highlighting 

global commercial inventories falling, and North American production growth 

and forecasts from main agencies starting to moderate. This situation has took 

place in a context where the supply restriction pact of OPEC and other 

producers has shown outstanding compliance metrics, with discussions about an 

additional extension and/or deeper cuts being more present by the day. In this 

sense, the most relevant episode has been the recent move of the futures curve, 

shifting clearly to backwardation, portraying expectations of more limited 

supply conditions in the short-term (see chart below on the left hand side) with 

the front-end Brent contract reaching its highest level since July 2015 by 

September-end, a movement which has incentivized some profit taking by 

market participants in recent days (see chart below on the right).  
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Brent futures curve  
$/bbl 

Brent and Mex Mix performance  
$/bbl 

  
Source: Bloomberg  Source: Bloomberg 

 

Meanwhile, the impact of recent hurricanes in the U.S. Gulf Coast was also a 

major event, mostly reflected in gasoline’s higher volatility and notable 

appreciation, whereas crude benchmarks within the region were pressured albeit 

in a more modest magnitude. In this sense, refinery margins (crack spreads) rose 

sharply, translating into North American crudes adding to the global oil rally 

from which they were initially decoupled due to local meteorological 

conditions.  

Going forward, the market will be focused on new negotiations between OPEC 

and other producers (next OPEC meeting on November 30
th
), as well as the 

North American energy sector reaction to the price rebound, with 2018 futures 

trading in attractive levels for hedging purposes. In this context, we hold our 

view for Brent closing this year at 53 $/bbl, below current spot at 56 $/bbl, 

while expecting slightly higher average ranges in 2018 relative to this latter 

level albeit with low conviction of a strong upward breach of 59 $/bbl. 
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