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Introduction 

The Brazilian Oil & Gas Report is an annual publication, whose purpose is to outline the sector’s 

trends and developments from July 2020 to June 2021. Facts that happened after June 2021 are 

not in the scope of this report. 

The Covid-19 pandemic had a considerable impact on Brazilian oil and gas demand, affecting 

investments in the sector. However, over the last two semesters the economy recovered, with 

demand coming very close to its previous peaks, even with air transport and mobility still lagging. 

Worldwide the pandemic has hit upstream investments hard. This was not the case for Brazil. 

Investments and production did momentarily decline in the beginning of the pandemic, but 

recovered quickly, especially investments. In the context of Petrobras’ divestment program, the 

state-owned company reorganized its portfolio, shut or put on sale many of its smaller and less 

productive fields, leading to a decline in total national production. However, these fields have or 

are being sold to private players that are starting to invest to revert recent declines. Meanwhile, 

Petrobras and other majors are announcing record investments in pre-salt fields, even while 

investments elsewhere are still lagging. This is led by relatively low development costs, low 

carbon intensity of the production, high field productivities and oil with low-Sulphur high middle-

distillate output. The reduction in requirements is also driving interest in upcoming licensing 

rounds. A series of successful licensing rounds in the past few years, in addition to declining costs 

in the pre-salt, and investments already committed, should guarantee a considerable boost in 

production over the next decade. 

The Brazilian natural gas regulatory framework had important changes after the New Gas Law 

(Law No. 14,134 of April 8th, 2021 and its Decree No. 10,712 of June 2nd, 2021) promulgation, 

which established guidelines for the natural gas transport, import and export activities. It also 

oriented the natural gas activities of outflow, treatment, processing, underground storage, 

conditioning, liquefaction, regasification and commercialization. This led to, for example, new 

companies starting to operate and others diversifying its activities, which helps the development 

of natural gas infrastructure projects. In the context of Petrobras’ divestment program advance, 

one important discussion in progress is third-party access to essential facilities, with some 

interested companies suggesting creating a new midstream company responsible to manage gas 

flows and processing activities. New LNG terminal projects at the states of Pará (North), 

Pernambuco (Northeast), São Paulo (Southeast) and Santa Catarina (South) also progressed on 

their schedules. 
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The oil sector’s mid- and downstream is also undergoing changes. Petrobras’s refinery 

divestments were delayed by the pandemic, but have overcome all the necessary hurdles, 

resulting in the completion of the sale of two out of eight refineries. Once completed, these 

divestments are expected to stimulate other market participants to invest in new maritime 

terminals, pipelines and railways. This investment is needed to support Brazil’s growing fuel 

demand, as per capita income increases. Players have started committing resources to 

infrastructure, and even more investments are expected over the next few years. 

Economic activity and fuel demand are almost recovered, even though a new Covid 19 infection 

spike did temporarily reverse the growth trend in the beginning of 2021. Brazilian economy is 

expected to keep growing over time, as projects in oil and gas and transport infrastructure start 

recovering employment and investments. This, in turn, is likely to stimulate the local industry. 

Brazil´s oil and gas sector is particularly important and is expected not to be affected by the 

pandemic in the long term. Prolific oil and gas reserves, declining exploration costs, increasing 

domestic demand, combined with more competitive and investor-friendly markets and legal 

security, should allow existing prospects for the country’s oil and gas industry to materialize. 
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Upstream 

The last two semesters challenged the Brazilian Oil and Gas sector. Global oil demand was 

severely affected by the Covid 19 pandemic, crashing oil prices. These remained at historically 

low levels over much of 2020. Oil companies were suddenly forced to reevaluate their cash flow, 

production goals and investment decisions. After reaching a record high production in January 

2020 (3.2 million b/d of oil and 138 million m3/d of natural gas), restrictions caused by the 

coronavirus outbreak drove Brazil´s production down in 2020 (2.9 million b/d of oil and 

128 million m3/d of natural gas) (ANP). As of June 2021, production levels remain very close to 

the 2020 average, at 2.9 million b/d and 136 million m3/d of oil and gas (ANP). 

The licensing rounds scheduled for 2020 had to be delayed, as the coronavirus outbreak 

generated uncertainty and investment restraint. However, these have already been rescheduled 

for 2021 and 2022, including the 17th and 18th Concession Licensing Rounds and the 

2nd Production Sharing Bidding Round for surplus volumes to those contracted under the 

Transfer-of-Rights regime (ToR) (EPE), as can be seen in Table 1. In order to increase the 

competitiveness and attractiveness of the areas to be offered in future bidding rounds, the Federal 

Decree nº 10,320/2020 instituted the Program for the Improvement of Tenders for the Oil and 

Natural Gas Exploration and Production (Programa para Aprimoramento das Licitações de 

Exploração e Produção de Petróleo e Gás Natural - BidSIM) (Brasil). 

 

Table 1 - Licensing rounds schedule for 2021 and 2022 in Brazil 

Round Date Description 

17th Concession 

Licensing Round 
October/2021 

92 offshore blocks in Campos, Pelotas, Potiguar 

and Santos basins 

2nd Transfer-of-Rights 

surplus Licensing 

Round 

December/2021 Surplus volumes in the Sépia and Atapu fields 

18th Concession 

Licensing Round 
2022 

Offshore blocks in Ceará, Pelotas and Espírito 

Santo basins 

7 th and 8 th Production 

Sharing Licensing 

Round 

Not defined Pre-salt blocks in Campos and Santos basins 

Source: Adapted from ANP 

 

https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-estatisticos
https://www.gov.br/anp/pt-br/centrais-de-conteudo/publicacoes/boletins-anp/bmp/2021/2021-06-boletim.pdf
https://www.epe.gov.br/sites-pt/publicacoes-dados-abertos/publicacoes/PublicacoesArquivos/publicacao-226/topico-595/10%C2%BA%20Boletim%20de%20Conjuntura%20da%20Ind%C3%BAstria%20do%20%C3%93leo%20G%C3%A1s.pdf
http://www.planalto.gov.br/ccivil_03/_ato2019-2022/2020/decreto/d10320.htm
http://rodadas.anp.gov.br/pt/
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The 2nd ToR surplus Licensing Round was authorized by the National Energy Policy Council 

(Conselho Nacional de Política Energética - CNPE), for the oilfields Atapu and Sépia. These two 

fields had been offered on November 2019, but failed to attract bids, which prompted the 

Government to rethink the whole process, leading to changes that increased the attractiveness 

of the future bidding rounds, especially after the pandemic. Previously, the winner of the bid would 

have had to negotiate the compensation for investments already paid for by Petrobras after 

winning the tender, which increased uncertainty. Therefore, the Federal Government decided that 

PPSA, the state-owned entity responsible for controlling the government’s stakes in Production 

Sharing Contracts (PSC), would negotiate this investment compensation with Petrobras ahead of 

new tenders. An agreement between Petrobras and the Federal Government defined a financial 

compensation of US$ 6.5 billion to be paid by the bidding winner to the company, as a deferral of 

the cash flow and as a compensation for the investment already done in these two oil fields (Earn-

out) (MME) (Petrobras) (MME) (MME) (MME). The co-participation contract has also been 

disciplined by the Ministry, and the draft agreement regulating this partnership is to be published 

together with the auction notice, increasing the predictability of the auction (MME). Atapu and 

Sépia also have operational producing modules now, which reduces uncertainty significantly. In 

addition, hefty signing bonuses and government shares had been a complaint. Signing bonuses 

for Sépia were reduced from R$ 22.9 billion to R$ 7.1 billion, and for Atapu from R$ 13.7 to 

R$ 4.0 billion, while minimum-profit oil was reduced from 27.8% to 15.0% in Sépia, and from 

26.3% to 5.8% in Atapu. The new parameters for the 2nd ToR surplus Bidding Round can be seen 

in Table 2 (ANP). 

 

Table 2 - Parameters for the 2nd ToR surplus Bidding Round 

Fields Signing Bonus Minimum Profit Oil 

Sépia US$ 1.4 billion (R$ 7.1 billion) 15.02% 

Atapu US$ 0.8 billion (R$ 4.0 billion) 5.89% 

Source: Adapted from ANP 

 

Atapu´s floating production storage and offloading unit (FPSO) was ramping up quickly all through 

the past months, reaching its capacity of 161 thousand b/d in July after 13 months. The capacity 

was reached even though only 4 producing wells had been connected (Petrobras). In this context, 

Petrobras manifested its interest in exercising its preferential right in both fields in the future 

bidding round, guaranteeing the operation and a minimum stake of 30% (Petrobras). The 

licensing round is expected to happen in December 2021 (ANP). 

https://www.gov.br/mme/pt-br/assuntos/noticias/rumo-a-licitacao-de-sepia-e-atapu
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/b8ca6234-76e2-8b2a-af7a-24776bc94a3e?origin=1
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/em-direcao-a-licitacao-dos-volumes-excedentes-ao-contrato-de-cessao-onerosa-2013-sepia-e-atapu
https://www.gov.br/mme/pt-br/assuntos/noticias/resolucao-estabelece-diretrizes-para-licitacoes-dos-volumes-excedentes-de-sepia-e-atapu-1
https://www.gov.br/mme/pt-br/assuntos/noticias/em-direcao-a-segunda-rodada-de-licitacao-dos-excedentes-da-cessao-onerosa-para-os-campos-de-sepia-e-atapu
https://www.gov.br/mme/pt-br/assuntos/noticias/mme-publica-portaria-que-regulamenta-o-acordo-de-coparticipacao-a-ser-firmado-para-as-areas-de-sepia-e-atapu
https://www.gov.br/anp/pt-br/centrais-de-conteudo/apresentacoes-e-palestras/2021/arquivos/brazil-oil-gas-and-energy-summit/in-vr_the-geological-potential-of-brazil_anp_sag_ronan-avila.pdf
http://rodadas.anp.gov.br/pt/segunda-rodada-licitacoes-volumes-excedentes-cessao-onerosa/cronograma-indicativo
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/37252b6a-8428-2df7-7f93-608c6fa35196?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/1692936d-b491-237d-7ca1-c3f25d92b9d4?origin=1
http://rodadas.anp.gov.br/pt/segunda-rodada-licitacoes-volumes-excedentes-cessao-onerosa/cronograma-indicativo
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The 17th Concession Bidding Round is scheduled for October 2021, and will comprise 92 blocks 

for lease in the offshore sedimentary basins of Pelotas, Potiguar, Campos and Santos (MME). 

The 18th Concession Bidding Round is scheduled for 2022, and will offer exploratory blocks in 

the Ceará and Pelotas basins, and blocks in ultradeep waters in the Espírito Santo Basin, outside 

the Pre-salt Polygon (ANP). The 7th and 8th Production Sharing Licensing Rounds, postponed in 

early 2020, still have no defined timeline. This round will offer areas in the Campos and Santos 

basins, in the Pre-salt Polygon (ANP). A summary of past and upcoming rounds can be seen in 

Figure 1. 

 

 

Figure 1 – Summary of Brazilian licensing rounds 

Source: Adapted from ANP 

 

Jun/18

•4th PSC Bidding Round
3 out of 4 blocks sold for R$ 3.2 billion with a minium exploratory commitment of R$ 738 million

Sep/18

•5th PSC Bidding Round
4 out of 4 blocks sold for R$ 3.8 billion with a minium exploratory commitment of R$ 1.0 billion

Sep/19

•1st Permanent Offer Cycle
33 blocks sold for R$ 12 million with a minium exploratory commitment of R$ 291 million

Oct/19

•16th Concession Bidding Round
12 out of 36 blocks sold for R$ 8.9 billion with a minium exploratory commitment of R$ 1.6 billion

Nov/19

•6th PSC Bidding Round
1 out of 5 blocks sold for R$ 5.1 billion with a minium exploratory commitment of R$ 278 milion

Nov/19

•1st ToR Surplus PSC Bidding Round
2 out of 4 blocks sold for R$ 69 billion

Dec/20

•2nd Permanent Offer Cycle
17 blocks sold for R$ 31 million with a minium exploratory commitment of R$ 157 million

Oct/21

•17th Concession Bidding Round
92 offshore blocs in the Campos, Pelotas, Potiguar and Santos Basins

Dec/21

•2nd ToR Surplus PSC Bidding Round
Atapu and Sépia fields

2022

•18th Concession Bidding Round
Offshore blocks in the Ceará, Pelotas and Espírito Santo regions

n.a.

•7th and 8th PSC Bidding Round
Pre-Salt fields in the Campos and Santos Basins

https://www.gov.br/mme/pt-br/assuntos/noticias/cnpe-publica-resolucao-que-atualiza-blocos-da-17a-rodada
http://rodadas.anp.gov.br/pt/18-rodada-de-licitacao-de-blocos
http://rodadas.anp.gov.br/pt/7-e-8-rodadas-de-partilha-de-producao-pre-sal
http://rodadas.anp.gov.br/en/results
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In December 2020, the government conducted the 2nd cycle of the Open Acreage1, with 

companies bidding for relinquished fields on permanent offer. 17 exploratory blocks in the offshore 

basin of Sergipe-Alagoas and the onshore basins of Amazonas, Campos, Espírito Santo, Paraná, 

Potiguar and Tucano were awarded. These areas, which total roughly 20,000 km², received 

US$ 6.1 million in signing bonuses, and minimum exploratory commitment of US$ 31 million in 

investments (ANP). A 3rd cycle of Open Acreage is being planned, with an updated bidding notice 

that will include 377 exploratory blocks for concession that were not part of the 2nd cycle, 

increasing the total available to 1,068 (ANP). 

Although the global situation restrained the oil and gas production growth in 2020 and postponed 

licensing rounds, important developments happened in the Brazilian upstream. Petrobras 

announced hydrocarbons discovered in a wildcat well drilled in block C-M-4112 (Petrobras) and 

block C-M-657, in the Naru prospect (Petrobras), and concluded formation tests in the area of 

Júpiter, part of the BM-S-24 concession, in the Santos Basin3 (Petrobras). However, some 

unsuccessful exploratory drilling led to the devolution of areas Peroba (EPBR) and Sudeste de 

Libra (Petrobras). The beginning of production in the field of Mero was postponed to 2022 

(Petrobras). In the Parnaíba Basin, Eneva announced the commerciality of Fortuna accumulation, 

with estimates of 6.8 billion m3 of gas-in-place (Eneva). 

Petrobras also reported an oil discovery in a well drilled in the northwest of the Búzios field 

(Petrobras), a giant field with significant importance in the company’s portfolio. When production 

development is complete, 12 FPSOs will operate in the area4. Currently, Petrobras is carrying out 

tender processes for three FPSOs for the Búzios field, with start-ups estimated between 2024 

and 2026 (Petrobras). 

Petrobras is not the only company that has been investing in Brazil. Equinor took its final 

investiment decision (FID) for a FPSO for the Bacalhau field and contracted a drill ship for more 

wells (Modec; Equinor). ExxonMobil is licensing 11 exploratory wells in the Sergipe-Alagoas 

Basin, and plans to start drilling in 2S2021 (ExxonMobil; EPBR). Karoon Energy plans to invest 

up to US$ 300 million in investments until 2023 in its Baúna field (Karoon). 

 
1 The Open Acreage licensing round is the permanent offer of exploratory blocks and marginal areas 
located in onshore and offshore basins, excluding those situated in the Pre-salt Polygon, strategic areas, 
outside the 200 nautical miles limit or blocks scheduled to be offered in the 18th Concession Licensing 
Round. The Open Acreage objective is to allow oil companies to geologically study areas without the limiting 
timeframes of traditional licensing rounds (ANP). 
2 The block is operated by Petrobras, that owns 50% of the asset. ExxonMobil owns the remaining 50% 
(Petrobras). 
3 Petrobras reported the drilled well had outstanding productivity, with condensate oil of high aggregated 
value, with high flow rate (Petrobras). 
4 Petrobras operates the consortium in Búzios field and owns a 90% stake, with partners CNOOC (5%) and 
CNODC (5%) (Petrobras). 

http://rodadas.anp.gov.br/pt/oferta-permanente/2-ciclo-da-oferta-permanente/resultados-op-2
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/diretoria-da-anp-aprova-inclusao-de-377-blocos-na-oferta-permanente
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/9496b986-a744-8f67-9073-789e6e01d0d3?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/fc6a3fde-a16a-e6b4-3825-3ff78659bf49?origin=1
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983012
https://epbr.com.br/devolucao-de-peroba-marca-primeiro-insucesso-da-partilha-da-producao/
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983475
http://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983440
https://eneva.com.br/noticias/eneva-declara-comercialidade-de-campo-de-gas-com-grande-potencial-na-bacia-do-parnaiba/
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/94572c7d-322c-f20b-bb49-39d0b94bc96a?origin=1
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983522
https://www.modec.com/news/2021/20210603_pr_bacalhau.html
https://www.equinor.com/en/news/20210426-west-saturn-bacalhau.html
https://corporate.exxonmobil.com/Locations/Brazil/Brazil-Upstream#LiquefiednaturalgasLNG
https://epbr.com.br/exxonmobil-preve-primeiro-poco-em-sergipe-alagoas-no-segundo-semestre-de-2021/
https://www.karoonenergy.com.au/pt-br/projects/
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/diretoria-da-anp-aprova-inclusao-de-377-blocos-na-oferta-permanente
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/9496b986-a744-8f67-9073-789e6e01d0d3?origin=1
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983012
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/94572c7d-322c-f20b-bb49-39d0b94bc96a?origin=1
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These projects, despite uncertainties surrounding the pandemic, have been approved due to 

falling exploration costs and excellent well productivity. Petrobras and its partners’ lifting costs 

have been declining steadily, in part due to an increased geological knowledge and operational 

experience, but also because of the high well productivity, and sale of mature fields. From 2015 

to 2019, lifting costs were US$ 9.0/boe. This fell to US$ 7.8/boe in 2019, US$ 5.2/boe in 2020, 

and US$ 4.9/boe 2Q21. Pre-salt lifting costs reached US$ 2.5/boe (Petrobras; Petrobras). In June 

2021, the 10 most productive well in Brazil had an average production of 56 thousand boe/d, and 

the 50 most productive wells 36 thousand boe/d, all of them in the Santos Basin (ANP). This 

explains the continued interest in assets in this region. 

Pre-salt production accounted for over 72% of the Brazilian production in June 2021 (ANP) an 

ascending trend, explained by the high productivity of giant fields, such as Búzios and Tupi, in the 

Santos Basin5. Meanwhile, Campos Basin faces a decrease in production, as consequence of 

maturing fields, the deactivation of some platforms during the pandemic, and Petrobras 

divestments. Petrobras signed a contract with Baker Hughes for the provision of subsea 

equipment, like manifold systems and control modules in the areas of Marlim and Roncador, in 

Campos Basin, aiming to drive efficiencies up, reduce costs and improve execution speed 

(Baker Hughes). Figure 2 shows the evolution of Brazilian production since 2019 and the output 

changes in Campos and Santos Basin. 

 

 

Figure 2 - National oil & gas production and accumulated monthly output change in Campos 
and Santos Basins since January 2019 

Source: Adapted from ANP 

 
5 Many service contracts and scheduled maintenance programs of producing fields were postponed in the 
outset of the pandemic. The pace of these shutdowns had returned to normal over 2021, which explains a 
reduction in the production of certain assets over the course of the year so far (Valor). 

https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/4196dd1a-105b-833d-b86e-bcf5da3bc07b?origin=1
https://www.investidorpetrobras.com.br/en/results-and-announcements/results-center/
https://www.gov.br/anp/pt-br/centrais-de-conteudo/publicacoes/boletins-anp/boletim-mensal-da-producao-de-petroleo-e-gas-natural
https://www.gov.br/anp/pt-br/centrais-de-conteudo/publicacoes/boletins-anp/boletim-mensal-da-producao-de-petroleo-e-gas-natural
https://www.bakerhughes.com/company/news/baker-hughes-awarded-subsea-contract-petrobras-marlim-and-voador-fields-brazil
https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-estatisticos
https://valor.globo.com/empresas/noticia/2021/05/14/petrobras-reduz-numero-de-plataformas-e-custos-de-manutencao.ghtml
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In November 2020, Petrobras released its new Strategic Plan 2021-2025. The plan reinforced its 

focus on world-class fields in deep waters and ultradeep waters, with high operational efficiency. 

Other key points of the Petrobras strategy are cost reduction, energy transition and the reduction 

of capital costs, in synergy with the company’s divestment plan (Petrobras). Petrobras has 

continued to sell assets located onshore and in shallow waters, announcing teasers or the 

signature of contracts in producing areas in states such as Rio de Janeiro, Espírito Santo, Rio 

Grande do Norte, Sergipe and Bahia6 (EPE). The sale of mature fields is expected to attract 

companies specialized in these types of assets, willing to invest in order to enhance oil recovery 

and stem the decline rates of these fields7. Constrained for cash and with a focus on debt 

reduction, Petrobras had been focusing on new and more productive pre-salt fields, shifting away 

from mature fields. The resulting lack of investments accelerated their decline rates. 

The Covid-19 pandemic hit the global oil market particularly hard in 2020, but since reaching 

bottom level in April 2020, Brent prices had a significant recovery, with prices rising from around 

US$ 40/b in July 2020 to over US$ 70/b in June 2021 (EIA). 

In first semester of 2021 Brazil received royalties and special participation record values from the 

oil and gas industry. In May 2021, oil and gas royalties distribution was US$ 0.7 billion 

(R$ 3.3 billion), an increase of 150% compared to the same month in the previous year. 

Regarding the special participation, US$ 1.8 billion (R$ 9.14 billion) were collected in the first 

quarter of 2021, 69% higher than in the first quarter of 2020 (ANP). 

Despite the context of recovery in oil prices, global demand and national production, the 

Government is working on initiatives to strengthen the Brazilian exploration and production. In 

order to recover the previous levels of activity in post-salt fields, the Ministry of Mines and Energy 

(MME) launched the PROMAR program, aiming to establish better conditions for the revitalization 

of offshore mature fields and improving the economic feasibility of producing oil in areas with 

marginal accumulations (MME) (ANP). In July 2020, the Federal Government sanctioned the 

CNPE Resolution no 4/2020, with the objective of increasing the economic feasibility of new 

projects, establishing that ANP will adopt measures to reduce royalties from 10% to 5% for fields 

licensed to small or medium companies (MME). 

 
6 Petrobras concluded, over the last 12 months, the divestment in the production areas of Pampo, Enchova, 
Pescada, Fazenda Belém. Cricaré, Rio Ventura, Lagoa Parda, Remanso and Recôncavo, as well as fields 
like Frade and Baúna (EPE). 
7 14 recently sold shallow fields have had their new development plans approved by ANP. These fields 
produced 81 thousand b/d in 2012, and only 26 thousand b/d in 2019 According to these plans, the fields 
will receive R$ 10 billion in additional investments. (ANP; ANP) 

https://petrobras.com.br/pt/quem-somos/plano-estrategico/
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/boletim-de-conjuntura-da-industria-do-oleo-gas
https://www.eia.gov/dnav/pet/pet_pri_spt_s1_d.htm
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/anp-aperfeicoa-regulamentos-do-segmento-de-revenda-de-combustiveis
https://www.gov.br/mme/pt-br/assuntos/noticias/mme-lanca-o-programa-de-revitalizacao-e-incentivo-a-producao-de-campos-maritimos-promar
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/diretores-da-anp-participam-do-lancamento-do-promar-programa-voltado-a-campos-maritimos
http://antigo.mme.gov.br/web/guest/todas-as-noticias/-/asset_publisher/pdAS9IcdBICN/content/presidente-aprova-a-resolucao-cnpe-que-dispoe-sobre-incentivo-a-empresas-de-pequeno-e-medio-porte-nas-atividades-de-exploracao-desenvolvimento-e-produ?inheritRedirect=false&redirect=http%3A%2F%2Fantigo.mme.gov.br%2Fweb%2Fguest%2Ftodas-as-noticias%3Fp_p_id%3D101_INSTANCE_pdAS9IcdBICN%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1%26_101_INSTANCE_pdAS9IcdBICN_cur%3D10%26_101_INSTANCE_pdAS9IcdBICN_keywords%3D%26_101_INSTANCE_pdAS9IcdBICN_advancedSearch%3Dfalse%26_101_INSTANCE_pdAS9IcdBICN_delta%3D30%26p_r_p_564233524_resetCur%3Dfalse%26_101_INSTANCE_pdAS9IcdBICN_andOperator%3Dtrue
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/fatos-relevantes-da-industria-do-oleo-gas
http://www.anp.gov.br/noticias/5985-novas-atividades-em-areas-vendidas-pela-petrobras-garantem-pelo-menos-r-10-bilhoes-a-bacia-de-campos
https://www.gov.br/anp/pt-br/assuntos/exploracao-e-producao-de-oleo-e-gas/gestao-de-contratos-de-e-p/fase-de-producao/planos-de-desenvolvimento
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The Federal Government´s forecast, produced by EPE, indicates a significant increase in future 

oil production, to 5.3 million b/d in 2030. This volume is significantly higher than the 2.8 million b/d 

average in 2019. Natural gas is also forecast to increase from 122 million m3/d to 276 million m3/d 

(EPE). EPE forecasts are based on assumptions that the best-known assets are being developed 

by Petrobras or other international oil companies (IOCs), and exploration is reaching new record 

highs. Meanwhile, midsize assets are being sold to smaller companies, who usually manage to 

extract more oil and gas volumes from these oil fields. In this scenario Brazil’s production is 

expected to continue to grow, especially due to giant Búzios and Mero fields. 

https://www.epe.gov.br/sites-pt/publicacoes-dados-abertos/publicacoes/PublicacoesArquivos/publicacao-490/topico-522/Caderno%20de%20Previs%C3%A3o%20de%20Produ%C3%A7%C3%A3o%20de%20Petr%C3%B3leo%20e%20G%C3%A1s%20Natural_final.pdf
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Mid- and Downstream 

The pandemic has affected demand particularly hard in 2020. Notwithstanding, the global and 

domestic economic recoveries have put the Brazilian O&G sector back on track. Petrobras 

remains in control of a leading share of the supply chain for natural gas and oil products. But the 

company has been withdrawing from a few segments, and recent events indicate that the 

transition towards a more competitive and open mid- and downstream segment is well underway. 

Petrobras’ divestments have suffered several legal challenges, but rulings have been in favor of 

the state-owned entity. 

During the second half of 2020, the Brazilian economy showed signs of recovery8, despite the 

lingering effects of the Covid-19 pandemic (IBGE). This growth was led by government 

emergency aid to citizens in socially vulnerable situation, which had a positive effect on the 

population’s consumption rates, contributing to an increase in commercial and industrial activities 

(IBGE). However, the beginning of 2021 was marked by a Covid-19 resurgence, especially in 

March and April. This led to the saturation of Intensive Care Units (ICU) and hospitals, contributing 

to the high number of daily deaths, which prompted the adoption of new social distancing 

measures, impacting the economy and the demand for fuels (EPE). Since then, the situation has 

gotten a lot better, especially due to the vaccination campaign that started in the beginning of 

2021. By June 2021, 34.5% of Brazilian citizens had received the first dose of the vaccine and 

12.3% had been fully vaccinated (Brasil) 

The Brazilian refining sector is amidst a transformation. The refining park has a daily oil 

processing capacity of 2.3 million barrels per day (b/d), 98% of which is owned by Petrobras 

(ANP). But the company is in the course of a divestment program set to sell a total capacity of 

1.1 million b/d, as can be seen in Figure 3. According to a Commitment for Termination Practice 

(TCC – Termo de Compromisso de Cessação de Prática) signed between the company and the 

Brazilian antitrust regulator, CADE9 (EPE), these divestments were originally set to be completed 

by mid-2021, but this date has been postponed to the end of 2021 due to the pandemic 

(Petrobras). 

 

 
8. After two consecutive falls of 2.2% and 9.2% in 1Q20 and 2Q20, the economy rebounded 7.7% in 3Q20 (IBGE). 
9 CNPE Resolution nº 9/2019 established guidelines for the promotion of free competition in the country’s refining 
activity, with the objective of stimulating the entry of new players and attracting investments to the sector, guaranteeing 
supply, and avoiding the creation of production, transport and distribution monopolies. The antitrust regulator 
understood that there was a high concentration in the refining segment, and demands that Petrobras completes the 
sale of all assets by the end of 2021 and sells each asset separately and in order to guarantee market competition after 
the sale. The regulator has also restricted buyers from acquiring several pairs of refineries because they are located in 
the same region, which would constrain competition. 

https://agenciadenoticias.ibge.gov.br/agencia-noticias/2012-agencia-de-noticias/noticias/29580-com-alta-na-industria-e-nos-servicos-pib-cresce-7-7-no-terceiro-trimestre
https://agenciadenoticias.ibge.gov.br/agencia-noticias/2012-agencia-de-noticias/noticias/30823-pib-cresce-1-2-no-primeiro-trimestre-e-volta-ao-patamar-pre-pandemia
https://www.epe.gov.br/sites-pt/publicacoes-dados-abertos/publicacoes/PublicacoesArquivos/publicacao-594/topico-587/Perspectivas%20para%20o%20mercado%20brasileiro%20de%20combust%C3%ADveis%20no%20curto%20prazo_2021-05_PT-EN.pdf
https://www.gov.br/pt-br/noticias/saude-e-vigilancia-sanitaria/2021/06/brasil-ultrapassa-marca-de-70-milhoes-de-brasileiros-com-a-primeira-dose-da-vacina-covid-19
https://www.gov.br/anp/pt-br/centrais-de-conteudo/publicacoes/anuario-estatistico
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/boletim-de-conjuntura-da-industria-do-oleo-gas
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/0270fede-fa09-7ad5-9f4d-4e41e0420427?origin=1
https://sidra.ibge.gov.br/Tabela/5932
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Figure 3 – Refineries in the divestment process 

Source: EPE 

 

Legal challenges and the pandemic hampered the sale of these refineries. In July 2020, a group 

of Congressmen asked the Supreme Court (STF) to impede this deal (STF). However, this 

request was denied by STF in October, allowing Petrobras to proceed with the transactions 

(Petrobras). Throughout the end of 2020, Petrobras received offers for several of its refineries. 

Mubadala Group made the best offer to buy Landulpho Alves Refinery (RLAM) in the State of 

Bahia (Petrobras). Petrobras’ council authorized the operation even though the price tag of 

US$ 1.65 billion was below its initial estimates10. This led new organizations to protest the 

divestment. Brazil’s Federal Court of Accounts (TCU) denied a request for the suspension of the 

business (TCU), and CADE also approved the sale (CADE; Petrobras). Mubadala Group should 

start operating the refinery within 18 months (Valor), and this renewed the interest by other 

potential buyers (Valor). Notwithstanding these challenges, the Brazilian Government expects the 

refining market to become more competitive with new economic players. These divestments are 

 
10 Since the end of June, Reman refinery´s sale has also been signed between Petrobras and Ream 
participações (Petrobras). However, interested parties formally declined to submit proposals for the 
purchase of RNEST (Petrobras). Nonetheless, there are still interested parties discussing terms for the 
purchase of the other refineries(Petrobras). 

http://portal.stf.jus.br/noticias/verNoticiaDetalhe.asp?idConteudo=452734&ori=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/b97f9259-238b-ed8f-2fcb-a7c0fbe2a751?origin=1
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983339
https://portal.tcu.gov.br/imprensa/noticias/destaques-da-sessao-plenaria-de-19-de-maio.htm
https://pesquisa.apps.tcu.gov.br/#/documento/acordao-completo/%2522CONSELHO%2520ADMINISTRATIVO%2520DE%2520DEFESA%2520ECON%25C3%2594MICA%2522/NUMACORDAO%253A1177%2520ANOACORDAO%253A2020/DTRELEVANCIA%2520desc%252C%2520NUMACORDAOINT%2520desc/0/%2520
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/603d75f3-3627-c4ba-5395-574194df03d5?origin=1
https://valor.globo.com/empresas/noticia/2021/06/25/mubadala-sinaliza-interesse-de-comprar-petroleo-nacional-para-refinaria-na-bahia.ghtml
https://valor.globo.com/empresas/noticia/2021/04/15/ultra-almeja-ser-um-gigante-de-oleo-e-gas.ghtml
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/d946e33b-4aad-e254-f2d6-220004922a29?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/513fcba8-7278-96f0-6ea2-e519cb9ed05f?origin=1
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/513fcba8-7278-96f0-6ea2-e519cb9ed05f?origin=1
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not only mandated, but are also in line with the company´s strategic plan. Petrobras wants to 

focus on its more profitable endeavors, especially its deep and ultradeep exploration and 

production (E&P) assets. Therefore, it is selling stakes in most of its other activities, such as 

petrochemical, fuel distribution, biofuel production, fertilizer production, electricity generation, 

among others, as can be seen in Figure 4 (EPE) (Petrobras). 

 

 

Figure 4 – Evolution of Petrobras divestment projects 

Source: Adapted from Petrobras 

 

Petrobras is still investing in its refining sector though. From 2021-2025 US$ 4 billion will be spent 

focused on increasing operational and energy efficiencies, reducing emissions and production of 

high quality fuels (Petrobras). The slate of products has been changing considerably in Brazil, in 

particular because Heavy Duty Trucks, sold after 2012, can only operate with low-Sulphur fuel 

(EPE), with refineries churning out more low Sulphur diesel and fuel oil than ever before, with 

continuous production records being achieved in the first half of 2021 (Petrobras). This has led to 

an increasing low-Sulphur demand, that has been forcing Petrobras to invest in its refining park. 

The company announced it is going to build another three hydrotreating units (HDT) by 2025 to 

https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/boletim-de-conjuntura-da-industria-do-oleo-gas
https://www.investidorpetrobras.com.br/en/results-and-announcements/results-center/
https://www.investidorpetrobras.com.br/en/results-and-announcements/results-center/
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/badab934-3772-780f-9028-2031f3da1f35?origin=1
https://www.epe.gov.br/sites-pt/publicacoes-dados-abertos/publicacoes/PublicacoesArquivos/publicacao-567/EPE-ND-DPG-01-2021_Proposta%20para%20reequil%C3%ADbrio%20do%20TRC.pdf
https://petrobras.com.br/fatos-e-dados/petrobras-supera-recorde-de-vendas-de-diesel-s-10-pelo-terceiro-mes-consecutivo.htm
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increase its low-Sulphur diesel output (Petrobras). In addition, the company announced that it 

was implementing a Digital Transformation11 program and efficiency program (RefTOP) in all its 

remaining refineries (Petrobras). The RefTOP program intends to invest up to US$ 300 million 

until 2025 to increase efficiency (Petrobras). 

Brazil´s biofuels have been steadily growing, as can be seen in Figure 5. 

 

 

Figure 5 – Mandatory biodiesel addition and total biofuel consumption 

Source: Adapted from ANP and ANP 

 

One of the reasons for this growth is the increase in the mandatory biodiesel addition, that was 

elevated to 13% in March 2021 (ANP). Biofuel use has also been continually incentivized by the 

carbon prices (CBIO), implemented by the RenovaBio law, instituted in 2017 (ANP; MME), that 

started being charged on the sale of fossil fuels from 2020. However, the pandemic and the 

ensuing crisis has also hit this sector hard, especially due to the increase in several commodity 

prices and the devaluated local currency. Rising sugar prices have changed the fuel mix in 

Brazilian sugar plants, in detriment of ethanol production (EPE). There were also some problems 

for ethanol producers to qualify for the RenovaBio program, which led CNPE to reduce the 

mandatory acquisition of CBIOs by distributors by 50% in 2020 (CNPE). These issues have been 

overcome, and the 2021 targets are back to the level originally envisaged (ANP). Record soy 

 
11 Petrobras is implementing the Digital Twins program in its refineries. It is a rigorous and integrated digital 
representation of every refinery process. This helps the operator to achieve ideal operating conditions, optimizing output 
and profitability. Other digital tools are the Data Lake, a data specialist tool, the Trip Detector, that predicts outages, 
the Smart Alarm, that helps with real-time decision-making. 

https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/174ab356-7f22-96e7-6828-94b10fcb3349?origin=1
https://mz-prod-cvm.s3.amazonaws.com/9512/IPE/2020/2b09a9dc-b322-438b-9747-302759974929/20200918203906937776_9512_794161.pdf
https://petrobras.com.br/fatos-e-dados/lancamos-programa-para-nos-posicionar-entre-as-melhores-refinadoras-de-petroleo-no-mundo.htm
https://www.gov.br/anp/pt-br/assuntos/distribuicao-e-revenda/leiloes-biodiesel/documentos-resultados-leiloes-biodiesel
https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-abertos/vendas-de-derivados-de-petroleo-e-biocombustiveis
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/mistura-de-biodiesel-ao-diesel-passa-a-ser-de-13-a-partir-de-hoje-1-3
https://www.gov.br/anp/pt-br/assuntos/renovabio
https://www.gov.br/mme/pt-br/assuntos/conselhos-e-comites/crbio
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/analise-de-conjuntura-dos-biocombustiveis
https://www.in.gov.br/en/web/dou/-/despacho-do-presidente-da-republica-276627223
https://www.gov.br/anp/pt-br/assuntos/renovabio/metas-individuais-compulsorias-definitivas-de-reducao-de-emissoes-de-gases-causadores-do-efeito-estufa-para-2021
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prices (EIA) have also increased biodiesel prices considerably. Soy is the main input used for 

biodiesel production in Brazil. Biodiesel prices increased up to 80%, forcing the government to 

reduce the mandatory biodiesel addition to 10% for six months over the last two semesters (ANP; 

ANP; MME). 

Despite these setbacks, Brazil has been increasingly betting on advanced fuels and biofuels to 

help decarbonize its economy. This is in line with Brazil’s new climate targets announced in April 

(EBC). The Government also launched the Future Fuel Program (Combustível do Futuro). The 

main objective of the program is to foment the use of alternative energy sources and to strengthen 

the national technological development. This is supposed to be achieved by promoting 

sustainable fuels, such as 2nd generation ethanol and ethanol fuel cells, biomethane, LNG, 

paraffinic and FAME biodiesel, but also synthetic fuels (MME) (MME) (MME). The country is also 

discussing the directives to create a National Hydrogen Program. Among the objectives is to 

incentivize its production and use (in sectors such as transport and steel mills), but also to develop 

distribution infrastructure, research and development (R&D) and legal and regulatory framework 

(MME) (MME). 

These public policies have been incentivizing the market to invest in low carbon fuel technologies, 

such as biofuels and natural gas. In this scenario, even Petrobras, that has continually stated that 

its main objective is and will continue being an energy company with a focus on oil and gas 

(Petrobras), has started investing in cleaner technologies. The state-owned company created a 

new climate change department in its structure, to help direct its actions towards carbon reduction 

and energy efficiency (Petrobras). The company has also launched its Biorefining 2030 Program, 

which envisages production of renewable diesel and sustainable aviation fuel (SAF) in its 

refineries by 2030 (Petrobras).In July 2020, tests were performed in Repar refinery to produce 

diesel with a 5% renewable content directly in the refinery (Petrobras). 

Renewable or paraffinic diesel has only recently been regulated by ANP. It is not considered to 

be biodiesel, and therefore will not integrate the mandatory biodiesel addition into diesel (IN). But 

the Government wants to stimulate its production, since this is one of the objectives of the Future 

Fuel Program. 

https://www.eia.gov/todayinenergy/detail.php?id=48196
http://www.anp.gov.br/noticias/6004-anp-aprova-reducao-temporaria-do-percentual-de-biodiesel-para-11
https://www.gov.br/anp/pt-br/assuntos/distribuicao-e-revenda/leiloes-biodiesel/l80/l80-edital.pdf
https://www.gov.br/mme/pt-br/assuntos/noticias/cnpe-reduz-de-13-para-10-a-adicao-de-biodiesel-ao-oleo-diesel
https://agenciabrasil.ebc.com.br/geral/noticia/2021-04/confira-discurso-do-presidente-bolsonaro-na-cupula-do-clima
https://www.gov.br/mme/pt-br/assuntos/noticias/cnpe-aprova-resolucao-que-cria-o-programa-combustivel-do-futuro
https://www.gov.br/mme/pt-br/assuntos/noticias/cnpe-aprova-resolucao-que-cria-o-programa-combustivel-do-futuro
https://www.gov.br/mme/pt-br/assuntos/noticias/programa-combustivel-do-futuro-brasil-da-mais-um-passo-na-lideranca-da-transicao-energetica-mundial
https://www.gov.br/mme/pt-br/assuntos/noticias/mme-apresenta-ao-cnpe-proposta-de-diretrizes-para-o-programa-nacional-do-hidrogenio-pnh2
https://www.gov.br/economia/pt-br/assuntos/noticias/2021/abril/cnpe-propoe-diretrizes-para-o-programa-nacional-do-hidrogenio
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/badab934-3772-780f-9028-2031f3da1f35?origin=1
https://petrobras.com.br/fatos-e-dados/conheca-nossa-nova-gerencia-executiva-mudanca-climatica.htm
https://mz-prod-cvm.s3.amazonaws.com/9512/IPE/2020/2b09a9dc-b322-438b-9747-302759974929/20200918203906937776_9512_794161.pdf
https://mz-prod-cvm.s3.amazonaws.com/9512/IPE/2020/3a2305b2-a240-4261-bf54-d8138d033902/20200714114527610432_9512_775898.pdf
https://www.in.gov.br/web/dou/-/resolucao-anp-n-842-de-14-de-maio-de-2021-320059616
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As beforementioned, natural gas is an important component in Petrobras’ and the Government’s 

plans. The natural gas industry is also in the midst of a structural transformation but has come 

much further over last two semesters. During the second half of 2020, important advances have 

been made in the legal framework for the transport of natural gas, as well as in the midstream 

segment, such as flow and processing activities and LNG regasification (Senado). After the 

promulgation of the New Gas Law (Law No. 14,134 of April 8th, 2021), Decree No. 10,712 of June 

2nd, 2021 detailed the established guidelines (DOU) (DOU). The Decree reinforces compliance 

with legal and infra-legal instruments in relation to promoting competition and liquidity in the 

natural gas market; the promotion of free enterprise to explore competitive activities; the 

expansion, on an economic basis, of the transport system and other infrastructures; promoting 

efficiency and non-discriminatory access to infrastructure; and the harmonization between federal 

and state regulations relating to the natural gas industry. 

The natural gas market’s opening included the Alvopetro’s entry, a new natural gas producer in 

the State of Bahia, which began selling gas to Bahiagás (the local distribution company) in July 

2020. It is the first private agent to own 100% of a natural gas processing plant in Brazil (Abegás). 

Several agents are preparing to start their operations in the Brazilian natural gas market. From 

July 2020 to June 2021, some companies obtained authorizations to become traders, shippers 

and importers of natural gas in the national competences’ sphere12. Regarding import 

authorizations, until the New Gas Law’s publication, MME had authorized natural gas volumes for 

some companies (Shell Energy, Âmbar Energia, Trafigura do Brasil Importação Exportação e 

Comércio Ltda and Blueshift) (MME). ANP became responsible for this activity in April 2021, and 

issued new import authorizations on behalf of Âmbar Energia Ltda and Petróleo Brasileiro S.A. 

(ANP) (ANP) (ANP). Until March 2021, 73 agents were authorized to carry out the natural gas 

shipping activity, and 6 carried out natural gas shipping operations (CMGN). 

 
12 In 2020, Ecopetrol, Eagle E&P, Esfera Comercializadora de Energia Ltda, SPE 3R Petroleum S.A. and EBRASIL 
LNG Comercializadora Ltda were authorized as trading companies. In addition to the companies UEG Araucária, 
Companhia Brasileira de Estireno (CBE) and three subsidiaries of the Gerdau Group (Açominas, Aços longos and 
Aços especiais) obtained authorizations to import natural gas (ANP). Among the agents who received authorization to 
sell in the first semester of 2021, the Centrais Elétricas de Sergipe S.A (CELSE), SPE Rio Ventura S.A. and Âmbar 
Comercializadora de Gás Ltda (ANP) (ANP) (ANP) can be mentioned. In the case of natural gas loading, Gas Bridge, 
Brookfield Gestão e Energia S.A., among others received authorizations in 2021 (Abegás) (ANP). 

https://www25.senado.leg.br/web/atividade/materias/-/materia/144582
https://www.in.gov.br/en/web/dou/-/lei-n-14.134-de-8-de-abril-de-2021-312904769
https://www.in.gov.br/en/web/dou/-/decreto-n-10.712-de-2-de-junho-de-2021-323832363
https://www.abegas.org.br/arquivos/76570
https://www.gov.br/mme/pt-br/acesso-a-informacao/legislacao/portarias
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/diretoria-da-anp-aplica-pela-primeira-vez-dispositivo-da-nova-lei-do-gas
https://atosoficiais.com.br/anp/autorizacao-n-259-2021?origin=instituicao
https://atosoficiais.com.br/anp/autorizacao-n-258-2021?origin=instituicao
https://www.gov.br/mme/pt-br/assuntos/secretarias/petroleo-gas-natural-e-biocombustiveis/novo-mercado-de-gas/cmgn/publicacoes/7-relatorio-trimestral-cmgn-1t2021.pdf
https://atosoficiais.com.br/anp
https://atosoficiais.com.br/anp/autorizacao-n-22-2021
https://atosoficiais.com.br/anp/autorizacao-n-245-2021?origin=instituicao
https://atosoficiais.com.br/anp/autorizacao-n-226-2021?origin=instituicao
https://www.abegas.org.br/arquivos/78827
https://atosoficiais.com.br/anp/autorizacao-n-261-2021?origin=instituicao
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Brazil´s regulator (ANP) has been delineating the new regulatory framework in order to encourage 

new entrants. ANP organized three workshops on the conceptual model for the New Gas Market 

in the first half of 2021, dealing with contracting and commercialization aspects in the natural gas 

sector. While the first workshop dealt with the overall themes, the second event focused on the 

rules for balancing and coordinating between carriers, and the third dealt with marketing and 

different types of contractual arrangements (ANP). The Guidebook on Good Regulatory Practices 

for the Natural Gas Market, published in April 2021, presents general regulatory guidelines, with 

optional adoption, aiming to support the decisions of state regulators regarding the natural gas 

distribution activities (ANP) (MME). 

With regard to third-party access to essential facilities, in September 2020 Petrobras laid out how 

this access was going to be granted for its pre-salt natural gas outflow and processing facilities. 

In October, Petrobras and its partners announced the possibility to create a new midstream 

company to manage the corresponding infrastructures, as well as their third-party access 

contracts. In this sense, an Integrated Natural Gas Flow System (SIE) and an Integrated Natural 

Gas Processing System (SIP) could be set up for better asset management (Petrobras) (Abegás). 

In August 2020, Petrobras reported that a third pipeline connecting the Santos Basin to the coast 

in Itaboraí/RJ (Rota 3) was entering the final stages of works. In November 2020, the company 

informed that the natural gas processing plant’s pilot flame and the future lubricant production 

hub in Itaboraí/RJ (Polo Gas Lub) have begun to undergo testing operations (Petrobras). 

An important element that will contribute to the market becoming more competitive is reducing 

Petrobras’ market share. There has been a lot of progress in this front. In compliance with the 

TCC signed with CADE, Petrobras informed about the beginning of the non-binding phase for the 

sale of its 51% stake in Transportadora Brasileira Gasoduto Bolivia-Brasil SA (TBG) and 25% in 

Transportadora Sulbrasileira de Gás SA (TSB) (CADE; Petrobras). The sale of Petrobras’ 

remaining 10% stake in Nova Transportadora do Sudeste S.A. (NTS) to Nova Infraestrutura 

Gasodutos Participações S.A. (NISA) was concluded (Petrobras). The sale of Petrobras’ 

remaining 10% stake in the TAG transmission company was completed in 2020, in accordance 

with the TCC. TBG also reported on the progress of the public call process (CP02/2020) for 

contracting capacity in its Transport System (TBG). 

https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/terceiro-workshop-sobre-gas-natural-debate-ponto-virtual-de-negociacao-e-mercados-de-balcao-e-bolsa
https://www.gov.br/anp/pt-br/canais_atendimento/imprensa/noticias-comunicados/gas-natural-publicado-manual-de-boas-praticas-regulatorias
https://www.gov.br/mme/pt-br/assuntos/secretarias/petroleo-gas-natural-e-biocombustiveis/novo-mercado-de-gas/cmgn/publicacoes/manual-de-boas-praticas-regulatorias_final.pdf
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983085
https://www.abegas.org.br/arquivos/77718
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983190
https://sei.cade.gov.br/sei/modulos/pesquisa/md_pesq_documento_consulta_externa.php?DZ2uWeaYicbuRZEFhBt-n3BfPLlu9u7akQAh8mpB9yM2Ur8iByH-Nu4yvA1cv_9inRMOg4J1hcDMIohDGroONKELtnpkMU8Pfaq47IACp_3Fd9iD44arSE934kMfAu8z
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983332
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983505
https://appext.tbg.com.br/poc/carregador/leilao/1
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Concerning the new contracts for importing natural gas via gas pipelines, the Brazilian and 

Argentinian governments had meetings in 2020 to discuss the new pipeline project to bring natural 

gas from Vaca Muerta’s fields to State of Porto Alegre (Abegás). It was also announced the 

adhesion of the transport company GasOcidente do Mato Grosso (GOM), owner of the Lateral-

Cuiabá gas pipeline, to the Association of Natural Gas Transport Companies by Gas Pipelines 

(ATGás). Subsequently, negotiations were announced between Yacimientos Petrolíferos 

Fiscales Bolivianos (YPFB) and MTGás to supply Bolivian natural gas to Mato Grosso, possibly 

using the GOM transport system (Abegás) (Abegás).  

Regarding the Brazilian LNG industry development, in the last two semesters new LNG terminals 

were announced, which will be able to diversify the participation of agents in the national natural 

gas market (EPE). In this period, expansion of existing facilities was also announced. Figure 6 

shows the locations of the existing and future LNG terminals in Brazil13. 

 

 

Figure 6 – Existing and Future LNG terminals in Brazil 

Source: EPE 

 

 
13 The Indicative Plan for LNG Terminals (PITER) was published by EPE in July 2021 and it describes the main technical 
features and estimates costs of new LNG terminals alternatives in Brazil (EPE). 

https://www.abegas.org.br/arquivos/77452
https://www.abegas.org.br/arquivos/76583
https://www.abegas.org.br/arquivos/76803
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/plano-indicativo-de-terminais-de-gnl-piter-
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/boletim-de-conjuntura-da-industria-do-oleo-gas
https://www.epe.gov.br/sites-pt/publicacoes-dados-abertos/publicacoes/PublicacoesArquivos/publicacao-620/PITER%202021.pdf
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Brazil has two private LNG terminals – Port of Açu/RJ and Barra dos Coqueiros/SE – and state-

owned Petrobras holds three terminals – Guanabara Bay/RJ, Todos os Santos Bay/BA and 

Pecém/CE. Petrobras successfully completed the tests to expand the instantaneous 

regasification capacity of the Guanabara Bay/RJ LNG terminal from 20 to 30 MMm³/d, making it 

the largest terminal with this configuration in the world. The auction to lease the LNG terminal at 

Baía de Todos os Santos/BA is underway (Petrobras).  

Thus far, LNG imports had been dominated by Petrobras. This has been changing though. The 

company New Fortress Energy (NFE), for instance, obtained authorization to import up to 

37.5 million m³ of LNG through the Regasification terminal in Salvador/BA (MME). 

In December 2020, the company Gás Natural Açu (GNA) completed the first LNG transfer 

operation in the newly built terminal at Port of Açu/RJ 14, and obtained an operating license for 

thermoelectric power plant GNA I, which will integrate the Thermoelectric cluster in the port (GNA) 

(GNA). The terminal announced at the Port of Santos/SP advanced, obtaining a declaration of 

public utility (Abegás). In the first half of 2021, an Environmental Installation License was issued 

with the Environmental Institute of Santa Catarina, enabling the NFE to implement the South Gas 

Terminal - TGS (Governo de SC). NFE also confirmed the final investment decision (FID) for the 

LNG terminals in Suape/PE and Barcarena/PA, both scheduled to operate in the first quarter of 

2022 (EPBR). The Compass company estimated that the LNG terminal at the Port of Santos/SP 

will also be completed by 2022 (Compass). 

It is worth mentioning that three other terminal projects (not shown in Figure 6) are planned in the 

coming years and may promote a greater supply of natural gas with different parameters of 

flexibility in diversified points of the gas pipeline network, also enabling the transshipment of liquid 

LNG to isocontainers in order to supply to new customers through virtual pipelines.  

In the case of small-scale LNG, NFE contracted the supply of two liquefaction stations (in Bahia 

and São Paulo), and Petrobras sold its stake in the company Gás Local, which has a natural gas 

liquefaction unit in São Paulo for production and distribution of LNG by trucks (World Oil) 

(Petrobras). The growth of this market in Brazil may promote the supply of natural gas to regions 

that are not yet supplied with natural gas. 

 
14 At the LNG terminal at Port of Açu/RJ, GNA received around 66,000 tons of LNG that were used for commissioning 
the terminal of the natural gas thermoelectric plant GNA I, and a few months later the terminal obtained authorization 
for definitive operation (Abegás) (Abegás) (ANP). 

https://petrobras.com.br/pt/canais-de-negocios/arrendamento-tr-ba/
https://www.in.gov.br/en/web/dou/-/portaria-n-362-de-1-de-outubro-de-2020-281868407
https://www.linkedin.com/posts/gnagasnaturalacu_estamos-fechando-2020-alcan%C3%A7ando-mais-um-activity-6749343924856397824-5txJ
https://www.gna.com.br/Portals/0/press-release/Governo%20do%20Rio%20concede%20licenc%CC%A7a%20de%20operac%CC%A7a%CC%83o%20para%20a%20UTE%20GNA%20I_Final.pdf?ver=2020-12-23-182011-330&timestamp=1608747679295
https://www.abegas.org.br/arquivos/77353
https://www.sc.gov.br/noticias/temas/desenvolvimento-economico/governo-do-estado-anuncia-viabilidade-de-implantacao-do-terminal-gas-sul-no-estado
https://epbr.com.br/nfe-planeja-operacao-de-terminais-de-gnl-no-para-pernambuco-e-santa-catarina-para-o-1o-semestre-de-2022/
https://www.compassbr.com/sobre-a-compass-gas-e-energia/compass-infraestrutura/
https://www.worldoil.com/news/2020/7/6/golar-power-enters-alliance-with-galileo-to-promote-lng-in-brazil
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983067
https://www.abegas.org.br/arquivos/78402
https://www.abegas.org.br/arquivos/78481
https://atosoficiais.com.br/anp/autorizacao-n-279-2021?origin=instituicao
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Natural gas prices for distributors declined throughout 2020, and Brazilian local distribution 

companies’ (LDC) natural gas tariffs followed that direction. In 2021, however, there was a 

recovery in prices due to the indexation of contracts that remain indexed to Brent. In May 2021, 

several LDCs reported on passthroughs to customers of the 39% increase in the price of the 

natural gas molecule sold by Petrobras, due to the contractual adjustment. Although it is expected 

that the price corrections will be made in full, the LDCs informed that measures could be adopted 

aiming at the deferral, installment and/or amortization of the price increase (Abegás) (Abegás) 

(Abegás) (Abegás). In Figure 7 average prices of natural gas to industrial consumers are shown 

from January/2020 to April/2021.  

 

 
Figure 7– Average prices of natural gas to industrial consumers of 20.000 m³/d 

Source: Adapted from MME 

 

Due to the prospect of price increases, Petrobras approved new models of natural gas contracts, 

considering indexing to Henry Hub instead of Brent, and promoting greater price stability with an 

improvement in the competitiveness of gas compared to oil and liquid fuels. The choice might be 

made voluntarily by the customer, and pricing formulas will be announced after commercial 

negotiations (Petrobras). In October 2020, Petrobras confirmed with the states of Espírito Santo 

and Rio de Janeiro its adherence to the ICMS tax program, which should increase legal security 

in the natural gas and oil product markets in these states due to the confirmation of future rules 

for tax assessment (Petrobras). 

The distribution market presented news about the sale process of Petrobras’ stake in Gaspetro, 

which had its binding phase started in July 2020, and is currently in progress after disqualification 

https://www.abegas.org.br/arquivos/79960
https://www.abegas.org.br/arquivos/79957
https://www.abegas.org.br/arquivos/79951
https://www.abegas.org.br/arquivos/79953
http://antigo.mme.gov.br/web/guest/secretarias/petroleo-gas-natural-e-biocombustiveis/publicacoes/boletim-mensal-de-acompanhamento-da-industria-de-gas-natural
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983510
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983091
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and subsequent readmission of the Compass company within the process15 (Petrobras). The 

LDCs in the South and Midwest regions made public calls for the purchase of natural gas until 

2023, while the LDCs in the Northeast started a similar process, and Copergás defined Shell as 

the winner of the competition for the supply of natural gas to Pernambuco between 2022 and 

2023 (Abegás) (Abegás) (Abegás) (Abegás) (Abegás). The public call to receive natural gas in 

2021 made by natural gas distributors Copergás (PE), Algás (AL), Cegás (CE), Potigás (RN) and 

Sergas (SE) received 24 supply proposals from 9 participants (Abegás). The public call to receive 

natural gas in 2022 made by distributors Sulgás (RS), Compagas (PR), SCGÁS (SC), MSGÁS 

(MS) and GasBrasiliano (SP) received more than 130 proposals from 13 agents (Abegás) 

(Abegás). In addition, a concession contract between the Government of the state of Espírito 

Santo and the Espírito Santo Gas Company (ES Gás) was signed in July 2020, aligned with the 

New Gas Market program. In Rio de Janeiro, a resolution from the local regulator AGENERSA 

was approved, which reinforces the alignment of the state-level regulation to the New Gas Market 

(Abegás) (Abegás).  

The renewable gas market had important advances with a public call made by Sulgás for the 

supply of biomethane in Rio Grande do Sul, and with the announcement of the partnership 

between GasBrasiliano and ZEG Biogás to build a biomethane gathering network that will 

promote injection into the distribution network. In October 2020, one of the largest biogas thermal 

power plants in the world was inaugurated in Guariba/SP, generating 138,000 MWh/year, which 

will be sold to the National Interconnected System (SIN) and to the unregulated market 

(Casa Civil). 

From July to December 2020, projects that consume significant volumes of natural gas were 

inaugurated in Brazil. In August, the largest natural gas-fired thermoelectric plant in Latin America 

was inaugurated, in Barra dos Coqueiros/SE (Abegás). In September, Petrobras announced it 

would be selling its stake in five electric power generation companies operating in the states of 

Pernambuco, Tocantins, Amazonas and Goiás (Petrobras). In October, Petrobras started the 

binding phase for the sale of Araucária Nitrogenados S.A., a fertilizer production unit located in 

Paraná, and in November Sergas announced that it will start servicing the Nitrogenated Fertilizer 

Plant (Fábrica de Fertilizantes Nitrogenados – Fafen) in Laranjeiras/SE, recently leased to the 

Proquigel (Petrobras) (Abegás). 

 
15 Petrobras subsequently informed that the contract with Compass has been signed and the transaction is currently 
depending on definitions regarding the right of preference clause and approval by Cade (Petrobras). 

https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983270
https://www.abegas.org.br/arquivos/77304
https://www.abegas.org.br/arquivos/77321
https://www.abegas.org.br/arquivos/77333
https://www.abegas.org.br/arquivos/77734
https://www.abegas.org.br/arquivos/78357
https://www.abegas.org.br/arquivos/78791
https://www.abegas.org.br/arquivos/80116
https://www.abegas.org.br/arquivos/80106
https://www.abegas.org.br/arquivos/76675
https://www.abegas.org.br/arquivos/77728
https://www.gov.br/casacivil/pt-br/assuntos/noticias/2020/outubro/governo-federal-inaugura-uma-das-maiores-plantas-de-biogas-no-mundo-para-geracao-de-energia-eletrica-sustentavel
https://www.abegas.org.br/arquivos/76996
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983029
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983137
https://www.abegas.org.br/arquivos/78155
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983692
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MME published ordinances on the A-3, A-4, A-5 and A-6 Electric Power Auction scheduled for 

2021, 2022 and 2023, four of which (A-5 and A-6) without inflexibility restrictions for operation 

(MME). This will likely result in new generating capacity over the next several years. Much of this 

is expected to be gas-powered. Wärtsilä and the Amazonas Power Plant – Gera signed a contract 

to convert the Ponta Negra/AM power plant from diesel oil to natural gas. Fuel switching has 

already been done in other oil-fired thermoelectric plants and may become a trend in the coming 

years, contributing to the expansion of the natural gas market and reduction of greenhouse gas 

emissions in the electrical sector.  

Brazil is experiencing the greatest water scarcity in the last 91 years, which affects its 

hydroelectric plants (MME) (MME) (ANEEL). The low levels of hydroelectric reservoirs impose 

restrictions on power generation, encouraging the LNG import for thermoelectric use (Reuters) 

(Platts) (Argus). In June, there was a record in the instantaneous LNG volume regasified in the 

country, with 42 million m³/d only at Petrobras facilities (Petrobras) (Platts). 

The Covid-19 pandemic brought new challenges, with significant effects on consumption, 

services and industrial activity in Brazil, directly impacting the oil and natural gas sector16. The 

economy started recovering significantly in the end of 2020 and beginning of 2021. Industrial 

production recovered to its pre-pandemic levels in September 2020 (IBGE). White good 

appliances sales not only reached a pre-pandemic level in the third quarter of 2020, but reached 

their highest value since the 2014 economic crisis erupted (IBGE). These sales were driven by 

behavioral and spending changes brought about by the pandemic, and the ensuing social 

distancing and tele-working. But were also sparked by the Federal Government´s Emergency 

Relief Program. The program started giving out cash payments to underprivileged people in April 

2020. The benefits are programmed to continue until the end of August 2021 (MCidades). 

Originally families received about US$ 16 (R$ 60017) per month. But this value was subsequently 

reduced to between US$ 29 and US$ 73 (R$ 150 and R$ 375) per family (Senado). For 

comparison purposes, the basic monthly consumption basket costs from US$ 87 to US$ 106 

(R$ 450 to R$ 650) depending on the region, and the minimum wage is US$ 213 (R$ 1,100) 

(DIEESE). 

 
16 The effects of the pandemic were seen on the country’s economy from the end of the first quarter last year. Domestic 
economic activity reached its lowest level in April 2020, with partial recovery in May and June (EPE). 
17 Prices were converted using the average currency exchange from 2020, of R$ 5.16/US$. 

http://www.mme.gov.br/todas-as-noticias/-/asset_publisher/pdAS9IcdBICN/content/mme-define-cronograma-de-leiloes-de-energia-para-o-trienio-2021-2023
https://www.gov.br/mme/pt-br/assuntos/noticias/pronunciamento-do-ministro-de-minas-e-energia-bento-albuquerque
https://www.gov.br/mme/pt-br/assuntos/noticias/publicada-medida-provisoria-para-enfrentamento-da-situacao-hidrica-e-garantia-do-fornecimento-de-energia-eletrica-1
https://www.aneel.gov.br/sala-de-imprensa-exibicao/-/asset_publisher/XGPXSqdMFHrE/content/aneel-define-que-bandeira-tarifaria-de-julho-custara-r-9-492-valor-sera-analisado-em-consulta-publica/656877?inheritRedirect=false&redirect=https%3A%2F%2Fwww.aneel.gov.br%2Fsala-de-imprensa-exibicao%3Fp_p_id%3D101_INSTANCE_XGPXSqdMFHrE%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-2%26p_p_col_count%3D3
https://www.reuters.com/business/energy/brazils-petrobras-raise-gas-production-imports-amid-drought-2021-06-15/
https://www.spglobal.com/platts/en/market-insights/latest-news/shipping/062821-european-lng-premium-to-hub-gas-widens-amid-competition-from-jktc-latam
https://www.argusmedia.com/pt/news/2230485-brazil-lng-prices-soar-well-ahead-of-winter-peak?backToResults=true&selectedMarket=Natural%20gas
https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983672
https://www.spglobal.com/platts/en/market-insights/latest-news/natural-gas/070721-south-american-lng-imports-reached-record-level-in-june
https://agenciadenoticias.ibge.gov.br/agencia-noticias/2012-agencia-de-noticias/noticias/29344-producao-industrial-cresce-2-6-em-setembro-e-elimina-perdas-da-pandemia
https://www.ibge.gov.br/estatisticas/economicas/contas-nacionais/9300-contas-nacionais-trimestrais.html?=&t=downloads&utm_source=landing&utm_medium=explica&utm_campaign=pib#evolucao-taxa
https://www.gov.br/cidadania/pt-br/servicos/auxilio-emergencial
https://www12.senado.leg.br/noticias/materias/2021/05/12/o-auxilio-emergencial-de-r-150-e-uma-vergonha-diz-paulo-paim
https://www.dieese.org.br/analisecestabasica/analiseCestaBasica202101.html
https://www.epe.gov.br/sites-en/publicacoes-dados-abertos/publicacoes/PublicacoesArquivos/publicacao-197/topico-183/EPE_Brazilian%20Oil%20and%20Gas%20Report%202019-2020.pdf
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The Relief Program partially compensated an increasing unemployment rate that reached 14.7% 

in the first quarter of 2021, biggest value since 2012 (IBGE). And partially explains why retail sales 

grew considerably in 2021. Brazil´s GDP grew 1.2% in 1Q21 and returned to the pre-pandemic 

level. The expansion came from the positive results in agriculture (+5,2% vs 1Q20) and industry 

(+3.0% vs 1Q20). Services, household and government consumption have recovered, but have 

not reached pre-pandemic levels yet. 

As aforementioned, Brazil’s recovery wasn’t gradual, but rather rocky. This is reflected in fuel 

sales throughout the last year. Especially jet, diesel, hydrated ethanol and gasoline grew 

considerably in the second half of 2020. Jet and gasoline were particularly hard hit by the new 

lockdowns, but recovered significantly in May. Otto Cycle demand (gasoline and ethanol) grew, 

reaching a consumption level in December 2020 only 0.8% below the same month in 2019. In 

April 2021 this consumption was 15% below the same month in 2019, but this already recovered 

to 8.7% below in May, and is expected to have recuperated even more in June. 

 

 

Figure 8 – Change in domestic sales oil product relative to the same month in 2019 

Source: Adapted from ANP 

 

 

https://agenciadenoticias.ibge.gov.br/agencia-noticias/2012-agencia-de-noticias/noticias/30793-desemprego-chega-a-14-7-no-primeiro-trimestre-maior-desde-2012-e-atinge-14-8-milhoes-de-pessoas
https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-abertos/vendas-de-derivados-de-petroleo-e-biocombustiveis
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Hydrated ethanol, which in Brazil directly competes with gasoline since most of the automobile 

fleet is flex-fuel, suffered an even worse blow. Some sugarcane mills have flexibility in their output, 

choosing to produce more ethanol or sugar. Many producers decided to make sugar instead, 

which can be exported, and was interestingly priced due to the currency depreciation. Other 

ethanol producers that don’t have that flexibility had to curtail their production. This caused a 

significant fall in ethanol supply. This situation seems to have permitted gasoline demand to avoid 

further losses (EPE). 

Jet was the most impacted fuel by the pandemic. Demand had been recovering steadily, reaching 

63% of its pre-pandemic levels. From February to April demand fell as flights were canceled due 

to the lockdowns, but these started being reversed in May. Liquified Petroleum Gas (LPG), which 

is mainly used as a cooking fuel in Brazil, has increased due to the pandemic, and has been 

maintaining consumption levels above those registered before the pandemic (EPE). 

Diesel demand was very resilient throughout most of the pandemic, and demand over the five 

first months in 2021 has been 8% above the consumption over the same period in 2019 (ANP). 

This can be explained by the fact that road transportation is responsible for most of the freight in 

Brazil. The recovery in consumption, the increase in online shopping, and record agribusiness 

exports, hauled around the country mainly by heavy duty trucks, drove distillate demand (EPE). 

Brazil reached new grain production records in 2020 and 2021 (IBGE), and the local currency’s 

devaluation and record commodity prices led to the best historical performance in agricultural 

exports (MAPA), increasing diesel demand by agricultural machines and trucks. 

This fluctuating demand has had significant impacts on refinery operations and on the foreign 

trade of oil and its products. This was compounded by the Brazilian oil production, that declined 

during the second half of 2020, but increased again during the first half of 2021. Refinery utilization 

rates surged to a recent record in the second half of 2020, especially due to the rapidly increasing 

demand, as shown in Figure 9. The production was focused on diesel, because of the 

considerable demand growth during the soybean harvest, leading to record diesel outputs. The 

latest spike in coronavirus cases forced refineries to reduce output. Since the diesel demand 

remained robust, diesel had to be imported. But refinery operations resumed quickly, as demand 

also recovered. 

 

https://www.epe.gov.br/sites-en/publicacoes-dados-abertos/publicacoes/Paginas/Brazils-short-term-fuel-market-outlook.aspx
https://www.epe.gov.br/sites-en/publicacoes-dados-abertos/publicacoes/Paginas/Brazils-short-term-fuel-market-outlook.aspx
https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-abertos/vendas-de-derivados-de-petroleo-e-biocombustiveis
https://www.epe.gov.br/sites-en/publicacoes-dados-abertos/publicacoes/Paginas/Brazils-short-term-fuel-market-outlook.aspx
https://agenciadenoticias.ibge.gov.br/agencia-noticias/2012-agencia-de-noticias/noticias/30917-estimativa-de-maio-preve-safra-recorde-de-262-8-milhoes-de-toneladas-em-2021
https://www.gov.br/agricultura/pt-br/assuntos/noticias/exportacoes-do-agro-em-marco-batem-recorde-de-us-11-57-bilhoes
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Figure 9 – Brazilian refinery utilization rate, and production and imports of gasoline and diesel 

Source: Adapted from ANP and ANP 

 

Refineries have also focused on producing low-Sulphur fuel oil. Figure 10 shows how fuel oil 

exports increased considerably since 2020, especially due to the impacts of new IMO Sulphur 

restrictions on marine fuels. Refinery utilization rates have also affected oil exports, partially 

explaining the declining exports in the beginning of 2021. 

 

https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-abertos/processamento-de-petroleo-e-producao-de-derivados
https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-abertos/importacoes-e-exportacoes
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Figure 10 – Oil and oil product exports and imports (3-month moving average) 

Source: Adapted from ANP 

 

The local currency devalued significantly as the first coronavirus wave reduced the country’s 

prospects. More recently, this has been reversing, as can be seen in Figure 11. 

 

 

Figure 11 – Selected currencies in relation to the USD (base 100 in January 2019) 

Source: Adapted from Banco Central do Brasil 
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https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-abertos/importacoes-e-exportacoes
https://www.bcb.gov.br/estabilidadefinanceira/historicocotacoes
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This currency depreciation compounded international price increases, raising domestic fuel prices 

considerably, as can be seen in Figure 12. Petrobras, still the dominant fuel supplier in Brazil, 

readjusted local diesel prices six times within the first two months of 2021, increasing them by 

26.3% (Petrobras). Local gasoline prices increased by 35.8% over the same period. 

 

 

Figure 12 – Reference diesel prices in the Gulf of Mexico (USGC) and refinery prices in Brazil 

Source: Adapted from ANP, EIA and Banco Central do Brasil 

 

Petrobras came under pressure to retract the fuel increases, particularly by truckers, that called 

for another general strike in the beginning of February (CNTRC). The Government reduced import 

tariffs on tires (Brasil), promised to study the reduction of federal taxes on fuel sales, and to reduce 

the bureaucracy of truckers18. The movement showed little adhesion, and was not as disruptive 

as the one in 2018. 

In order to answer truckers claims, the Federal Government removed federal taxes from diesel 

sales in March and April (MEcon). Further, a currency appreciation allowed local diesel prices to 

remain constant, even though international oil prices were reaching multi-year records, allowing 

for a slight decrease in prices by the end of June (Petrobras). As promised, a new program to 

incentivize road freight was also instituted, called Gigantes do Asfalto. Among the measures are 

the creation of an electronic transport document (DT-e), and the flexibilization of the weight limits 

per axle (MInfra). 

 
18 The Federal Government had already made concessions since the last strike in 2018 (EPE). 

0.00

0.50

1.00

1.50

2.00

2.50

3.00

2017 2018 2019 2020 2021

Brazil
(refinery prices)

United States
(Ultra-low Sulphur No. 2 
Diesel Spot FOB USGC)

R$/l

https://petrobras.com.br/pt/nossas-atividades/precos-de-venda-de-combustiveis/index.shtml
https://www.gov.br/anp/pt-br/centrais-de-conteudo/dados-estatisticos
https://www.eia.gov/dnav/pet/pet_pri_spt_s1_d.htm
https://www.bcb.gov.br/estabilidadefinanceira/historicocotacoes
https://cnttl.org.br/files/pdf/ofcio_046_2021_cntrc_comunicacoes_enotificacoes_paralisacao-pdf623.pdf
https://www.gov.br/pt-br/noticias/financas-impostos-e-gestao-publica/2021/01/governo-zera-imposto-de-importacao-de-pneus-para-transporte-de-cargas
https://www.gov.br/economia/pt-br/assuntos/noticias/2021/marco/governo-reduz-tributos-sobre-gas-de-cozinha-e-combustiveis
https://petrobras.com.br/pt/nossas-atividades/precos-de-venda-de-combustiveis/index.shtml
https://www.gov.br/infraestrutura/pt-br/assuntos/noticias/governo-federal-lanca-programa-para-aumentar-seguranca-e-melhorar-saude-de-caminhoneiros
https://www.epe.gov.br/pt/publicacoes-dados-abertos/publicacoes/transporte-rodoviario-de-cargas-proposta-para-o-reequilibrio-2021-
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Notwithstanding, Petrobras reaffirmed its commitment to its pricing policy based on the 

international price parity (Petrobras). The Federal Government, as majority stakeholder in 

Petrobras, appointed a new president and board-member to the oil company (Petrobras). On 

being sworn in, the company’s new president said it was necessary to reconcile the interests of 

consumers and shareholders, without disrespecting the international price parity, which appeased 

the market (Petrobras). Since then, the company has maintained its asset sale, and its previous 

pricing policy, increasing the company´s stock price near all-time highs (B3). It also managed to 

raise US$ 1.5 billion in international bonds in June paying a coupon of 5.50%, the lowest paid by 

the company in its history (Petrobras; Valor). 

Most investments by Petrobras are currently being focused on the upstream. However, private 

operators have been committing to investments in the mid- and downstream too. As previously 

stated, Petrobras has had success in selling several assets. These are likely to draw additional 

investments. Importers and other economic players have also been investing in infrastructure. 

Four oil product terminals were sold in the Port of Itaqui in Maranhão. Total investment is 

supposed to be over US$ 116 million (R$ 600 million), and will help supply Brazil’s northeastern 

region (MInfra). Açu Petróleo also signed a contract with Petrobras to increase the volume of oil 

exported by the company in its private terminal in Port of Açu by 140%, to 300 thousand b/d (Açu 

Petróleo). Fuels are also being increasingly transported by rail, reducing freight costs and aiding 

the product interiorization (MInfra). Early renewals of older rail concessions and new concessions 

have been promoting investments in the sector, in exchange for investments in new rail, shipping 

and multimodal terminals and rail integration. This is likely to stimulate the economy, and lead to 

a better and balanced logistical network in Brazil (ANTF). And this is on top of all the investments 

in natural gas and LNG infrastructure that is being performed. 

 

https://www.agenciapetrobras.com.br/Materia/ExibirMateria?p_materia=983338
https://petrobras.com.br/fatos-e-dados/comunicado-sobre-oficio-do-ministerio-das-minas-e-energia.htm
https://petrobras.com.br/fatos-e-dados/joaquim-silva-e-luna-toma-posse-como-presidente-da-petrobras-8AE99E3A78117F210178EC122803236B-00.htm
http://www.b3.com.br/pt_br/
https://api.mziq.com/mzfilemanager/v2/d/25fdf098-34f5-4608-b7fa-17d60b2de47d/af696bd1-01a5-4694-ca6c-ee073a2225f0?origin=1
https://valor.globo.com/empresas/noticia/2021/06/11/petrobras-finaliza-emissao-externa-de-us-15-bi-com-menor-taxa-de-sua-historia.ghtml
https://www.gov.br/infraestrutura/pt-br/assuntos/noticias/com-leilao-de-terminais-infra-week-garante-r-10-bilhoes-em-investimentos
https://acupetroleo.com.br/2021/05/acu-petroleo-assina-contrato-com-petrobras-e-mais-do-que-dobra-volume-de-exportacao-da-petroleira-no-terminal/
https://acupetroleo.com.br/2021/05/acu-petroleo-assina-contrato-com-petrobras-e-mais-do-que-dobra-volume-de-exportacao-da-petroleira-no-terminal/
https://www.gov.br/infraestrutura/pt-br/assuntos/noticias/investimento-na-infraestrutura-ferroviaria-resulta-em-aumento-da-carga-transportada-por-trens
https://www.antf.org.br/releases/prorrogacoes-dos-contratos-avancam-de-norte-a-sul/
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Final Remarks 

Since the discovery of prolific pre-salt deposits offshore Brazil’s southeastern region in 2006, the 

country has been hailed as the next big oil and gas producer. Over the past few years, changes 

in the market, in company strategies and in regulations have started to allow these expectations 

to materialize. Even the Covid-19 pandemic, that has hit the global upstream oil and gas industry, 

has not materially dimmed projects, investments decisions and forecasts for this industry in Brazil. 

Domestic oil and gas production has not recovered previous peaks yet, as a reduction of 

investments in mature and less productive fields, and platform maintenance reduced overall 

production. However, these fields have or are being sold to private players that are starting to 

invest to revert recent production declines. When considering all new FPSOs that are already 

being developed, and the productivity and size of the fields that will start producing, Brazil’s 

production is bound to reach successive records over the next few years. Concurrently, Petrobras 

and other majors are announcing record investments in pre-salt fields, even while investments in 

other countries are still lagging. Improvements in the bidding process, competitive assets, resilient 

projects, world-class resources and legal security allowed Brazil to consider new licensing rounds. 

EPE forecasts a considerable growth, with the country’s production expected to reach 

5.2 million b/d of oil and 1.6 million boe/d of natural gas in 2030. 

The natural gas market is in the midst of a structural transformation, by undergoing an opening 

process that is attracting ever more competition, players and new investments. A new regulatory 

framework, introduced through the New Gas Law, allowed for more predictability. Combined with 

Petrobras’ divestments, the sector is changing considerably. New companies started operating 

and diversifying its activities, which in turn favors the approval and development of new natural 

gas infrastructure projects. Third party access has also become more widespread, allowing more 

companies to use Petrobras’ infrastructure, which in turn stimulates more supply, promoting more 

demand. Brazil’s natural gas supply has been diversifying, with LNG imports becoming more 

relevant, and pre-salt pipelines allowing more natural gas to reach Brazil’s shores. All of this is 

bound to increase the size of the natural gas market, and its efficiency. 

The fuel sector is also a highlight. The sector was seriously impacted in the beginning of 

pandemic, and again in the beginning of 2021. However, this negative impact has been quickly 

reversed. The extreme volatility in demand was adequately handled by the local refining park and 

import infrastructure, that has become ever more diversified. The refining sector is also becoming 

less concentrated, with Petrobras completing the divestment of two out of eight refineries put on 

sale. These transactions should contribute to accelerate improvements in Brazilian refining, 

leading to more investments. 
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Expectations indicate a recovery in global economic activity in the coming years, as business 

operations normalize and travel restrictions ease. This should stimulate the local economy even 

more. Brazil’s oil and gas industry growth prospects are very positive. Oil supply should continue 

to increase, driven by future and already committed investments, especially due to the prolific 

reserves and declining exploration costs. Oil product and natural gas demand should also 

continue growing, as per-capita income increases and more people become part of the middle 

class. This growth will guarantee demand for new downstream assets, which, in combination with 

Brazilian energy policies, improvements in legal and regulatory framework and promoting a more 

competitive and investor-friendly market should attract more investments and players. 


