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(Arab Heavy).  If Canadian pipeline crudes are the replacement of choice, that 
will be a net negative for the tanker market.  If clients in India and Korea replace 
the Mexican crudes with shorter-haul supplies from the Arabian Gulf, that will 
also be a negative for ton-mile demand. 

On the product side of the equation, the situation is fairly straightforward.  
Mexico has a significant product deficit, which is currently satisfied with 
imports, primarily from the United States.  Prior to Covid-19, Mexico imported 
on average some 900 Kb/d of refined products, 65% of which is gasoline and 
28% is gasoil/diesel.  PEMEX expects that it can increase the utilization of its 
existing refineries from 50% to 75% by 2023 and it will add a new 340,000 b/d 
refinery in Dos Bocas around the same time.  If PEMEX can achieve these 
ambitious targets, U.S. product exports to Mexico will be sharply reduced, with 
a detrimental impact on MR employment in the U.S. Gulf.  While the U.S. 
refiners are very efficient and competitive, it may be a challenge to find 
alternative outlets for the surplus product in the short term. 

Mexico’s targets are highly ambitious, and it remains to be seen what can be 
achieved in the next 2 years.  However, even if the plans are delayed or not fully 
implemented, it is likely that PEMEX will reduce exports of crude and imports 
of products by at least a few hundred thousand barrels per day before the end 
of 2024.  Owners of Aframax tankers and MRs that operate in the U.S. Gulf 
should be aware of the potential negative impact this may have on their 
markets. 

  

 
 

 
   

 

 

 

 

 

  

Energy reform in Mexico can have major implications 

In late December 2021, Mexico’s President Andres Manuel 
Lopez Obrador (“AMLO”), announced ambitious plans to make 
Mexico self-sufficient in refined petroleum products.  To make 
this happen, Mexico’s state oil company PEMEX plans to 
increase domestic refining capacity and utilization using more 
domestic crudes.  If successful, this could ultimately eliminate 
both crude oil exports and refined product imports.  This major 
change could have significant implications for the crude oil and 
product tanker markets.  These are not long-term plans either, 
the changes are almost immediate.  PEMEX intends to reduce 
crude oil exports by 50% in 2022 relative to last year and 
eliminate them altogether in 2023.  In this week’s opinion we 
discuss the implication on the oil and tanker market as well the 
chances of success for this drastic policy change. 

Detailed trade data from Lloyd’s List Intelligence (Chart 1) shows 
that Mexican seaborne crude oil exports have been around 1.1 
Mb/d since 2016, with monthly averages ranging from a low of 
900 Kb/d in the spring of 2017 to highs of 1.4 Mb/d later that 
year and early 2018.  U.S. Gulf refineries have been the major 
customers, accounting for 54% of Mexican crude oil exports.  
Asian customers and refiners in the Mediterranean account for 
most of the remaining export flows.  If PEMEX decides to cut 
exports by 50% this year, it will be important to see where the 
cuts will take place.  In 2021, Aframaxes moved 55% of Mexico’s 
exports, with Suezmaxes and VLCCs each taking 21%.  The 
remaining 3% was done on smaller vessels.  The short-haul 
movements to the U.S. Gulf are predominantly done on 
Aframaxes, while Suezmaxes are the primary movers of 
Mexican crude to Spain and Portugal.  Customers in India use 
both Suezmaxes and VLCCs.  The long-haul barrels moving to 
clients in South Korea are all on VLCCs.   

It seems that Aframaxes in the Caribbean will be the main victim 
of declining exports from Mexico.  The main customers of 
Mexican crude are Chevron, Houston Refining, Phillips 66, 
Valero and the Deer Park refinery in Deer Park, Texas.  While the 
first four companies will have to look for alternative supplies, 
the Deer Park refinery is 50% owned by PEMEX, with a deal in 
place to acquire the remaining 50% from Shell later this month.  
Once 100% owned, the Deer Park refinery, which currently 
takes about 100,000 b/d of Maya crude, will be considered a 
“domestic” facility, so crude oil movements will continue, or 
could even expand in the future.  The other clients will have to 
look elsewhere for their feedstock.  Alternatives to Maya 
include Colombian Castilla, Brazilian Marlim, Arab Heavy from 
Saudi Arabia and crude from Western Canada.  Depending on 
the choices that the refiners will make, this could benefit other 
tanker segments, including Suezmaxes (Marlim) and VLCCs 
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