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Breaking new ground:  
M&A, transition 
and evolution in the 
energy industry 
The oil and gas sector is at a crossroads.  
Sustainability is the watch word and companies’ 
ESG credentials are now a fundamental part of their 
operations. We talk to four Deloitte leaders about M&A, 
renewables, and finding future frontiers.

Leading the way
“We will increase energy efficiency, 
accelerate renewable and other zero-
emission energy deployment, reduce 
wasteful consumption, leverage innovation 
all whilst maintaining energy security.” 
These were the words of the G7 leaders 
on 14 June at the end of their three-day 
summit in Cornwall, UK. And it’s not just 
world leaders driving the transformation 
agenda in the oil and gas sector – major 
corporations, investors and agencies are 
pushing for transition. 

A new age
The figures demonstrate that change is 
happening at a remarkable pace. The G7 
countries have committed to achieving 
decarbonization by the next decade; the 
International Energy Agency stated in its 
Renewable Energy Market Update 2021 
that “renewables are expected to account 

for 90% of total global power capacity 
increases in both 2021 and 2022”; and 
most intriguingly for businesses in the 
sector, M&A in the renewables sector has 
skyrocketed in the past year – 2020's deal 
value (US$112.3) was a 50% increase on 
2019, and 2021’s YTD deal value is a 28% 
increase on Q1-Q3 2020. 
 
Black swans and golden geese
The world is changing, driven both by 
foreseeable forces such as the need to 
tackle climate change and the desire for a 
more equitable society as well as the ever-
increasing number of ‘Black Swan’ events 
such as Brexit and the pandemic. And oil 
and gas and adjacent companies, both the 
established majors and fleet-footed start-
ups, need to adapt swiftly or they will be left 
in the dust. However, as our panel suggests, 
for those that can pivot, the opportunities 
and rewards could be bountiful.  
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The roundtable 

What is the current state of the M&A 
market in the oil and gas energy sector?

MY: After a fairly muted period, we are 
starting to see some activity. And in the 
fall, it’s expected to improve even more, 
as commodity prices steady. In addition, 
divestiture processes that were previously 
stalled, are starting to pick up again. And 
that does create some cash for those 
sellers to go and reinvest. We are also 
starting to see activity in the upstream 
sector as well as the midstream sector.

BB: When you look more broadly in the 
energy sector, we’re seeing a ton of activity 
in the renewable space. There’s a lot more 
money coming into investing in the cleaner, 
greener side of energy.

Alongside renewables, what have been 
the biggest drivers for oil and gas M&A, 
and what will be the biggest drivers for 
the next 12 months?

MY: There are a number of driving forces. 
Financing is starting to improve and capital 
markets are starting to open up. There’s 
also a discussion around rebalancing of 
portfolios from an industry perspective, 
as some major institutional investors start 
to look at rebalancing. Some believe that 
they may be underweight in the sector. And 
then, of course, what’s happening from a 
government regulation perspective is a 
contributing factor, the push for ESG and 
de-carbonization. 

BB: I’d add that commodity prices, which 
got impacted during the pandemic, are 
starting to settle. There’s nothing that 
drives M&A activity in the energy industry 
more than high oil and gas prices. That’ll 
bring more M&A investment and activity 
into the industry. 

Energy transition is the key focus for 
many major players in the oil and gas 
sector and will characterize the industry 

and drive M&A in the coming years. 
What are the driving forces for change? 

KP: Decarbonization has been a huge 
factor in portfolio rationalization. Investor 
appetite is the driving factor as it relates to 
the focus and the activity that we’re seeing. 
Particularly with the new administration, 
regulatory pressure will start to be a very 
close second.

There is an enormous amount of capital 
available to make interesting investments 
and new plays. In a recent paper, we posited 
that the industry could redeploy 20% of its 
future Capex, amounting to US$838 billion, 
over the next 10 years.  

It’s a sizable enough amount to further 
optimize hydrocarbon business or open 

new growth avenues. As a comparison, the 
industry’s hydrocarbon investments were 
close to US$285 billion in 2020. Whereas 
clean energy investments were only US$60 
billion during that whole period from 2015 
to 2020. 

How are the majors making the 
transition? And how far along are they 
in the process? 

AC: Supermajors are heeding the call 
to lower the carbon intensity of their 
businesses. That’s being reflected in many 
announcing their decarbonization strategies 
or net zero goals. However, the pace of 
change in the future role of fossil fuels in 
their portfolios is going to vary among the 
supermajors.  

Brian Boufarah (BB) 
Partner, Deloitte & Touche LLP

Kathryn Pavlovsky (KP)
Principal, Deloitte Financial 

 Advisory Services LLP

Amy Chronis (AC)
Audit & Assurance Partner,  

Deloitte & Touche LLP

Melinda Yee (MY) 
Partner, Deloitte & Touche LLP

https://www2.deloitte.com/us/en/insights/industry/oil-and-gas/portfolio-optimization-oil-gas-chemicals.html
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We’re already seeing US majors prioritizing 
decarbonization of the hydrocarbon 
operations, while the European majors 
are transforming into integrated energy 
companies, with recently announced 
investments in biofuels, in particular. 
The five supermajors could soon look 
very different and need to be ready to 
compete with new energy giants and new 
transformative opportunities over the next 
few years. 

If supermajors are buying smaller, stealthier 
businesses to advance the transition, how 
do they integrate them properly? 

KP: Partnerships are a way that the 
industry has done it historically and 
they’ll continue to play a role. Alliances 
in the ecosystems are evolving. This will 
likely continue to be the mechanism for 
integrating and enabling some of the 
greener businesses and positioning them 
to compete with various business models in 
the marketplace. 

But businesses are changing. Whether 
a company becomes an oil and gas 
specialist, a diversified international player, 
an integrated energy provider, or even a 
completely green company, they’re going to 
have to figure out their competitive position 
on the portfolio frontier. It’s a spectrum, not 
a one-size-fits-all, and companies are going 
to have to figure out their particular strategy.  
And we are seeing several companies active 
at both ends of that spectrum.

How is technology going to change the 
industry? And how will it accelerate 
the transformation and transition?  

AC: The events of the last year or so have 
really accelerated the digital journey and 
what they facilitated as it relates to remote 
operations — be that capability in the 
field or in the back offices — in driving 
collaboration through technology. 

One of the key aspects of digitization is the 
capability for continuous monitoring. That 

not only drives more efficiencies within 
the operations, but also helps monitor 
performance along the ESG dimensions. 
In operations, continuous monitoring 
can deliver real-time understanding of 
performance and allows the ability to pivot, 
which is particularly important as this 
sector is focused on cost sustainability. 

In addition to just pure technology 
transformation, companies are also going 
to have to refresh their value drivers, 
competencies and their business model. It’s 
not just about embracing new technology, 
but refinancing and restructuring to 
navigate changes. Organizations of 
the future will likely have to base their 
investment decisions on different value 
metrics, such as emissions abatement and 
a broader energy purpose as opposed to 
having a singular focus on returns.

KP: That synergy between digitization 
and transition is paramount. Digitization 
plays a key role in enabling the energy 
transition strategy. It’s really important 
as digitization can help establish credible 
emissions targets, provide quality 
reporting and track accountability.  

The array of strategic choices that 
companies are going to have for digital 
options and their green portfolio are going 
to remain, they’re just going to be more 
challenging to navigate than those early 
wins. And not every choice is going to be 
as economically competitive or provide the 
consistency of results. 

Looking at that through the data-enabled 
lens, to help them make their choices, is 
going to be vital. 

How do companies convince their 
investors of their ESG credentials? 
What kind of reporting do they do to 
their investors to really show that they 
are properly sustainable?

BB: It’s a balancing act. On the one hand, 
companies are focused on reporting 

 “That synergy between 
digitization and
transition is paramount. 
Digitization plays
a key role in enabling the 
energy transition
strategy. It’s really 
important as digitization
can help establish credible 
emissions targets, provide 
quality reporting and track
accountability.“

Kathryn Pavlovsky (KP)
Principal, Deloitte Financial
Advisory Services LLP



4

Breaking new ground: M&A, transition and evolution in the energy industry  | Q&A

on their new investment in energy 
transition, such as renewable energy and 
electrification, which is a positive story.
 
On the other, they need to be asking 
themselves questions and, where 
appropriate, take credit  on their existing oil 
and gas operations. 

 • Are we flaring less gas? 

 • Are we using more efficient pumps and 
machinery? 

 • Are we using electricity instead of gas to 
power our compressors? 

 • How can we operate more efficiently so 
there’s less waste in the system?

These factors will help drive down 
emissions and achieve a cleaner 
environment. But companies are going to 
have to be really clear and concise about 
that piece of it. The market needs to know 
what companies are trying to do and where 
they are relative to those goals.

KP: The fundamental point about ESG is 
that it has three strands - the environmental, 
social and governance. At this moment, 
climate is receiving a lot of focus. But if you 
look at what sits under the ESG umbrella, 
it goes beyond that. It concerns the 
environmental performance and emissions. 
But it is also economic performance and 
overall governance. 

Investors are looking at how to address 
ESG, but in a way that drives profitable  
and sustainable growth without 
undermining their balance sheets. We 
expect there will be some changes this 
year, with more consistency from the 
regulators, as it relates to standardizing 
reporting, giving a more consistent 
comparison of company performance. 

There is a huge messaging opportunity for 
oil and gas players to communicate the role 
that they have in driving the transition. Not 
only organizational moves or investments 

to carbon capture, for example, but also 
just the capabilities and the skill sets that 
sit within oil and gas. 

What types of skills are we talking 
about?

KP: The mega engineering and project 
management capabilities, as well as 
the sector’s global reach can be really 
meaningful in terms of scaling up or 
reducing the cost of renewables, as the 
energy transition is happening. 

The industry has highly specialized skills 
and talents that are relevant to moving 
ahead with the commercialization of key 
technologies such as carbon capture and 
storage. And so taking the opportunity 
to really advocate and build awareness 
around the role that they have as it 
relates to the solution. That may draw the 
attention of the investor community more 
than it has historically. 

AC: The need to reduce carbon emissions 
means the industry is really going to have 
to rely on their frontier mindset again. The 
industries have endured and transformed 
over multiple frontiers in the last century or 
so. This is a new frontier. 

Where do you see the future for the 
energy sector as a whole?

AC: There’s huge opportunity here. The 
pandemic-driven energy transition has 
raised fundamental questions around what 
businesses oil and gas companies should 
and should not be in.

And although history suggests that not every 
green shift has been scalable, or profitable, 
the future does belong to green irrespective 
of its profitability in the near term. The 
message is that oil hasn’t and likely will not 
lose its luster, especially for those that are 
transforming themselves into becoming 
sustainability specialists and are offsetting 
carbon emissions for their customers. 

Whether they are oil and gas specialists, 
diversified international players, integrated 
energy provider or a green company, they’re 
going to have to have a competitive position 
and be able to show investors, satisfactory 
returns on that portfolio. Uncertainty in 
decision making is acceptable here but a 
confused strategy isn’t. 

KP: The sector has a real opportunity to lead 
the transition. Oil and gas, this very basic 
commodity powers not only our personal 
lives but the communities that we live in, and 
the companies that we work for. 

And so just thinking about the challenge 
that lays ahead, this is an industry that has 
demonstrated historically that it’s got a ‘can 
do’ attitude. And it’s got a real opportunity to 
lead to something incredible going forward. 

 “The need to reduce 
carbon emissions means 
the industry is really going 
to have to rely on their 
frontier mindset again.  
The industries have 
endured and transformed
over multiple frontiers in 
the last century or so.  
This is a new frontier.“

Amy Chronis (AC)
Audit & Assurance Partner,
Deloitte & Touche LLP
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