
Argentina  set  to  become
exporter of LNG with floating
platform deal

Argentina will soon join the ranks of nations export- ing
liquefi ed natural gas and benefi t from surging global demand
for the fuel. YPF SA, the state-run oil and gas producer, has
signed a 10- year contract with Belgium’s Ex- mar NV to deploy
a barge-based fl oating LNG, or FLNG, unit to produce and
export the fuel. Exmar shares soared as much as 16%, the most
in  eight  years.  The  deal  helps  Argentina  tap  a  boom  in
domestic shale gas production and turn one of Latin America’s
biggest LNG import- ers into an exporter. The initial plan is
to ship 500,000 tonnes of LNG per year, feeding the fastest
growing fossil-fuel market led by demand from China. The barge
will  start  operations  in  the  second  quarter  of  2019  and
produce as many as eight cargoes per year from the Vaca Muerta
source at the Neuquen Basin, ac- cording to Exmar. “We are now
able to add value to the resources extracted from Vaca Muerta,
and take full advantage of the seasonal opportunity with Asian
markets and our unique location to serve demand centres,” said
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Miguel Gutierrez, president of YPF. Argentina follows the path
of  other  nations,  such  as  Egypt,  which  recently  resumed
exports after domestic output surged. The Tango FLNG, the new
name of the vessel currently known as the Caribbean FLNG, will
be located in the port of Ba- hia Blanca.

Justice  Department  Reviewing
Anti-OPEC  Legislation,
Official Says

The  Department  of  Justice  is  formally  reviewing  antitrust
legislation aimed at reining in OPEC’s power over oil markets,
according to a department official.

While the study is ongoing, there is an understanding that the
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oil cartel’s efforts to affect crude prices through production
quotas  has  raised  costs  for  American  consumers,  said  the
official,  who  spoke  on  condition  of  anonymity.  That’s
traditionally the type of conduct the Justice Department would
frown upon, the person said.

Bipartisan, anti-OPEC bills have been introduced in both the
House and Senate, though neither chamber has voted on the
measures yet.

The House Judiciary Committee in June approved the “No Oil
Producing and Exporting Cartels Act,” or NOPEC bill, which
would give the attorney general the authority to file a suit
against OPEC for trying to control oil production or to affect
crude prices. It would amend the Sherman Antitrust Act of
1890, the law used more than a century ago to break up the oil
empire of John Rockefeller. A similar Senate bill hasn’t seen
any action yet.

Although past presidents have threatened to use their veto
power to prevent similar bills from becoming law, President
Donald Trump has repeatedly attacked the cartel over high
prices.

OPEC is scheduled to meet next month in Vienna amid a collapse
in oil prices that’s spurred calls for the group to curb
output in 2019. Saudi Arabia has already signaled it supports
a deep cut and as a first step will reduce its shipments by
500,000 barrels a day in December.

Reliance  said  to  expand
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world’s largest oil refining
complex

Billionaire Mukesh Ambani-owned Reliance Industries Ltd. is
considering a plan to boost its oil-refining capacity by about
half, people with knowledge of the matter said.

The  proposed  plant,  to  come  up  at  the  world’s  biggest
refining complex in Jamnagar, will be able to process as much
as 30 million tons of crude a year, the people said asking not
to be identified because the discussions are private. The
company’s shares closed 2 percent higher in Mumbai, compared
with 0.9 percent gain in the benchmark BSE Sensex index.

Asia’s richest man seeks to cement Reliance’s dominance in the
world’s  fastest-growing  major  oil  consuming  nation
as rivals including Saudi Aramco, Abu Dhabi National Oil Co.,
and Russia’s Rosneft PJSC acquire plants in India. Total SA
and Royal Dutch Shell are also expanding into fuel retailing
in India. International Energy Agency expects India’s energy
demand to more than double by 2040, making it the single
largest source of global growth.
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Demand Surge

Oil consumption in the South Asian nation has grown by half
this  decade.  Reliance  has  begun  discussions  with  global
refinery process licencors and equipment vendors for the new
refining train at the Jamnagar complex, the people said. The
plant of the size planned by the company may cost $10 billion,
they  said.  A  Reliance  spokesman  didn’t  reply  to  an  email
seeking comment.

Saudi  Aramco  and  ADNOC  signed  agreements  to  invest  in  a
proposed 60-million ton refinery complex on India’s west coast
while  Rosneft  and  partners  acquired  the  country’s  second-
largest private oil processor.

Shell  has  restarted  retailing  gasoline  and  diesel  in  the
country,  while  Total  partnered  the  Adani  Group  to  set  up
liquefied  natural  gas  import  terminals  and  fuel  retailing
business. Last year, BP Plc expanded its partnership with
Reliance to retail auto fuels.

Demand for fuel in India and the Middle East will make the two
regions bigger oil consumers than the European Union by 2030,
driven  mainly  by  diesel  for  trucks  and  petrochemicals
feedstock,  according  to  the  IEA.

Reliance is looking to process the dirtiest and heaviest crude
and may focus on producing feedstock for petrochemicals, the
people said.

The expansion plan is still under discussion and hasn’t been
finalized, the people said. A feasibility report is likely to
be  prepared  by  the  end  of  next  year,  once  the  recently-
expanded petrochemicals capacities stabilize, and Reliance is
expected to make the final investment decision with an aim to
start work in 2020, the people said.

The company had considered expanding its refining capacity in
the past, and in 2013-14 it sought environment approval for



the project. Reliance didn’t move ahead with the plan as it
focused  on  increasing  downstream  chemicals  capacities  and
building the telecom business.

To  lessen  climate  change,
educate the public

s extreme weather strikes with greater frequency and ferocity
— especially on the East and West coasts of the U.S. — media
attention rightly focuses on the often heroic response of the
emergency  services.  What  is  missing  from  these  accounts,
however, is a similar emphasis on climate change as a source
of the increasing extremity of these events, and consequently,
on preventing ever-worsening weather calamities. It is even
more  problematic  when  the  causes  of  these  events  are
misdiagnosed, as when the president attributed California’s
worst forest fires ever to “poor forest management.”

The upshot of failing to make the climate change connection is
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that actions continue to be limited to dealing with disasters
after  they  strike  without  taking  urgent  steps  to  contain
runaway global warming. As climate inaction continues, weather
disasters are poised to reach a point where no amount of good
management will be enough. The 2018 report from the United
Nations is clear: Human actions and greenhouse gas emissions
are contributing to global warming, and unless the planet’s
temperature increase (from pre-industrial times) is kept to
below 1.5 degrees centigrade, weather catastrophes will go
over the tipping point.

There are many policy and technological avenues for climate
mitigation, but they all start with a change in our mindsets
to link the new weather extremes to global warming. That is
necessary if a winning political platform for climate action
is to be created. Political support and resources for climate
abatement will unleash the innovation and adaptation in ways
we may not have anticipated. This has been seen time and again
in other global crises, be it tackling terrorism or pandemics,
where treating the problem had to be complemented by attending
to the root causes.

But unlike terrorism and pandemics, climate change presents a
fuzzier — and potentially deadlier — chain that connects cause
and effect. The effects of climate change still tend to be
viewed as something over the horizon rather than here and now.
This perception must change: In 2017 and 2018 the worst floods
and fires on record were seen not only across the globe but on
United States’ soil in California, Texas, Florida and Puerto
Rico.

In  addition  to  drawing  broad  links  between  anthropogenic
warming and disaster trends, scientists are also beginning to
attribute  the  higher  probability  of  individual  events  to
climate change, for example, the 2017 Hurricane Harvey in
Texas, the 2013 Typhoon Haiyan in the Philippines and the 2013
Australian heat waves.
Drawing on this type of evidence, news reporters must make the



climate-disaster connection so that people see the extremity
of  the  episodes  as  manifestations  of  global  warming.  The
resulting  shift  in  understanding  should  also  trigger  a
political movement to see climate action as a pro-progress
agenda, and a political platform that can help win elections.
Florida’s Democratic candidate for governor, Andrew Gillum,
developed a plan to preserve the state’s natural resources,
curb harmful blue-green algal blooms and red tide, and invest
in renewable energy to fight climate change. We need to see
environmental agendas like this among the criteria for winning
elections.

To spur action, we also need to view weather disasters as
local affairs. The wildfires that swept across the town of
Paradise  in  California  in  just  eight  hours  are  every  bit
local.  So  is  Hurricane  Michael,  which  hammered  Florida’s
Panhandle.  These  events  also  need  to  be  seen
as  national  disasters  rather  than  natural  disasters.  The
United States is the second largest emitter of greenhouse
gases  after  China.  The  lowering  of  power  plant  emissions
standards by the administration and encouraging the use of
fossil fuels will only aggravate sea-level rises along the
country’s long coastlines.

Television and newspapers have the biggest bully pulpit in the
United States. The current administration’s policies show a
reckless disregard for the factors behind the increase in
weather disasters, endangering the well-being of people for
years  to  come.  The  media  can  make  a  difference  in  this
unfavorable setting by connecting the dots between climate and
disasters in real time and helping to make environmental care
a live political agenda.

If enough people recognize the true climate-disaster link,
positive actions will follow.

Vinod Thomas (Vndthomas91@yahoo.com) is author of a 2018 book
“Climate  Change  and  Natural  Disasters”  (Routledge)  and  a



former senior vice president at the World Bank.

Oil Options Traders Turn More
Bearish  Than  During  2014
Crash

Oil options traders have turned more bearish than when prices
plunged back in 2014.

The  premiums  they’re  paying  for  bearish  put  options  over
bullish calls over the next 12 months has reached the largest
in data compiled by Bloomberg since 2013. The skew, as it’s
known, indicates demand for protection against a slump. The
negative bias is far greater than during four years ago, when
Saudi Arabia adopted a pump-at-will production policy, helping
prices crash to $47 from $115 in a matter of months.
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The crude market has been roiled by surging U.S. output and
Donald Trump’s unexpected decision to allow buyers of Iranian
oil to continue purchases, thereby adding unexpected supply.
At the same time the Saudis, under pressure from the American
president to help keep prices down, has signaled that it may
be producing at a record pace.

Thrown  into  the  mix  has  been  frenetic  selling  from  banks
who’ve been forced to sell futures contracts after options
contracts that they sold to producers came close to being
valuable. The resulting moves have seen crude swing rapidly
from talk of $100 a barrel just a few weeks ago, deep into a
bear market. Brent traded at about $61 on Friday.

“It shows you the extreme change in perceptions that we’ve
just  had,  the  disappointment  in  expectations,”  Thibaut
Remoundos, founder of hedging strategies adviser Commodities
Trading Corp. in London said of the shift in options markets.
“The options volatility market in Brent is broken right now.”

While the premium paid for puts over calls is the biggest in
at least five years, it’s not the only corner of the oil
options market that has been buffeted by tumbling prices. The
CBOE/Nymex Oil Volatility Index, a measure of near-the-money



crude options, hit nearly 56 points earlier this week, the
highest level in 2 years and almost double where it reached in
early November.

The move brings into focus the decisions of some producers to
lock in their output when prices were at multi-year highs in
recent months.

Remoundos  said  some  producers  could  have  locked  in  their
output  for  2019  at  $72.50  without  any  outlay  on  options
contracts,  a  strategy  known  as  a  costless  collar.  A  128
million barrel hedge by Petroleo Brasileiro SA, as well as
Mexico’s national oil hedge — the biggest oil deal of the year
— are among those said to have roiled Wall Street banks in
recent weeks.

OPEC’s  Worst  Nightmare:
Permian Basin About to Pump a
Lot More

The map lays out OPEC’s nightmare in graphic form.
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An infestation of dots, thousands of them, represent oil wells
in the Permian basin of West Texas and a slice of New Mexico.
In less than a decade, U.S. companies have drilled 114,000.
Many of them would turn a profit even with crude prices as low
as $30 a barrel.

OPEC’s  bad  dream  only  deepens  next  year,  when  Permian
producers expect to iron out distribution snags that will add
three pipelines and as much as 2 million barrels of oil a day.

“The Permian will continue to grow and OPEC needs to learn to
live with it,’’ said Mike Loya, the top executive in the
Americas for Vitol Group, the world’s largest independent oil-
trading house.

The U.S. energy surge presents OPEC with one of the biggest
challenges of its 60-year history. If Saudi Arabia and its
allies  cut  production  when  they  gather  Dec.  6  in  Vienna,
higher prices would allow shale to steal market share. But
because the Saudis need higher crude prices to make money than
U.S. producers, OPEC can’t afford to let prices fall.

Cartel Decision
Even so, Saudi Arabia’s output swelled to a record this month,
according to industry executives. That means the three biggest
producers — the U.S., Russia and Saudi Arabia — are pumping at
or near record levels.

A  similar  scenario  unfurled  in  2016,  when  Saudi  output
rocketed  just  before  OPEC  agreed  to  cuts.  This  time  the
cartel’s 15 members, and allies including Russia, Mexico and
Kazakhstan,  will  discuss  the  possibility  of  their  second
retreat from booming American production in three years.

OPEC helped create the monster that haunts its sleep. After it
flooded  the  market  in  2014,  oil  prices  crashed,  forcing
surviving U.S. shale producers to get leaner so they could
thrive even with lower oil prices. As prices recovered, so did
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drilling.

Now growth is speeding up. In Houston, the U.S. oil capital,
shale  executives  are  trying  out  different  superlatives  to
describe what’s coming. “Tsunami,’’ they call it. A “flooding
of  Biblical  proportions’’  and  “onslaught  of  supply’’  are
phrases that get tossed around. Take the hyperbolic industry
talk with a pinch of salt, but certainly the American oil
industry, particularly in the Permian, has raised a buzz loud
enough to keep OPEC awake.

Price Tumble
“You’ve got an awful lot of production that can come in very
economically,’’  said  Patricia  Yarrington,  Chevron  Corp.’s
chief financial officer. “If you think back four or five years
ago, when we didn’t really understand what shale could do, the
marginal barrel was priced much higher than what we think the
marginal barrel is priced today.’’

That shift makes shale resilient to a price tumble. After
touching a four-year high in October, West Texas Intermediate,
the U.S. benchmark, has fallen by more than 20 percent.

Shale Boom

Only a few months ago, the consensus was that the Permian and
U.S. oil production more widely was going to hit a plateau
this past summer. It would flat-line through the rest of this
year  and  2019  due  to  pipeline  constraints,  only  to  start
growing again — perhaps — in early 2020.

If that had happened, Saudi Arabia would’ve had an easier job,
most likely avoiding output cuts next year because production
losses in Venezuela and sanctions on Iran would have done the
trick.



Instead, August saw the largest annual increase in U.S. oil
production in 98 years, according to government data. The
American  energy  industry  added,  in  crude  and  other  oil
liquids, nearly 3 million barrels, roughly the equivalent of
what Kuwait pumps, than it did in the same month last year.
Total output of 15.9 million barrels a day was more than
Russia or Saudi Arabia.

Rail Cars
The growth was possible because oil traders decided not to be
stymied by the dearth of pipelines. They used rail cars and
even trucks to ship barrels out of the region. But pipeline
companies  unexpectedly  increased  capacity,  in  part  because
they added chemicals known as “drag reduction agents’’ to
increase  flow.  A  new  pipeline  came  online  earlier  than
anticipated, and with three more expected between August and
December next year, production is poised to soar.

“The narrative has shifted significantly,’’ said John Coleman,
a Houston-based oil consultant at Wood Mackenzie Ltd. “Six
months ago, the market expected the bottleneck to ease in the
first quarter of 2020. Now, it expects it in the second to
third quarter of 2019.’’
Knowing that more transportation would be available next year,
Permian companies are drilling wells but, for now, aren’t
fracking many of them. Those wells are becoming a reservoir of
ready-to-tap production once the new pipelines — Gray Oak,
Cactus II and Epic — come online.

“We’re going to see a re-acceleration of well completions in
the Permian in the second half of 2019,’’ said Corey Prologo,
head of oil trading in Houston at commodity merchant Trafigura
Group Ltd. “The pipelines are going to fill up very quickly.’’

The only obstacle for another surge is export capacity, as
most of the incremental output will need to ship overseas.
With terminals nearly full, Permian barrels could end piling



up in the ports of Corpus Christi and Houston.

Transportation Bottlenecks
Even so, few in Houston, or in Midland, Texas, the hub of the
Permian  region,  believe  that  growth  will  be  anything  but
gangbusters  next  year  because  of  the  clearing  of
transportation  bottlenecks.

“It will be a series of events throughout 2019 that occur,’’
said Jeff Miller, chief executive officer of Halliburton Co.,
the world’s biggest provider of fracking services. “But it’d
be easy to see, as we finish the year, things being perfectly
normal.”

American Oil Renaissance

By the end of 2019, total U.S. oil production — including so-
called natural gas liquids used in the petrochemical industry
— is expected to rise to 17.4 million barrels a day, according
to the U.S. Energy Information Administration. At that level,
American net imports of petroleum will fall in December 2019
to 320,000 barrels a day, the lowest since 1949, when Harry
Truman was in the White House. In the oil-trading community,
the expectation is that, perhaps for just a single week, the
U.S. will become a net oil exporter, something that hasn’t
happened for nearly 75 years.

Saudis Concede
Saudi  officials  concede  that  the  tsunami  is  coming.  OPEC
estimates that to balance the market and avoid an increase in
oil inventories, it needs to pump about 31.5 million barrels a
day next year, or about 1.4 million barrels a day less than
what it did in October.

Global oil demand has so far absorbed the extra U.S. crude



barrels, limiting the impact on prices. The loss of output
from Venezuela and to a lesser extent, Iran, even allowed
Saudi Arabia, Russia and a few others to boost production. But
for the cartel, U.S. shale remains as intractable as in the
past.

Khalid Al-Falih

Photographer: Simon Dawson/Bloomberg
In early 2017, Khalid Al-Falih, the Saudi oil minister, told
an industry forum that Riyadh has learned the lesson that
cutting  production  “in  response  to  structural  shifts  is
largely ineffective.’’ The kingdom would only make one-time
supply adjustments to react to “short-term aberrations,” he
said, and otherwise allow “the free market to work.”

Nearly two years later, Al-Falih has lost enough proverbial
sleep.  He’s  about  to  make  a  U-turn.  He’ll  battle  what
increasingly looks like a structural problem: booming U.S.
production.



US says economy to be hurt by
climate  change  denied  by
Trump

The  Trump  administration  just  published  a  major  report
documenting the advance of climate change, weeks earlier than
expected and on a day many Americans are occupied with family
and holiday shopping. The news is predictably bad, but this
time the tally comes with a price-tag — one significantly
larger than you’ll find at the mall. The report catalogues the
observed damage and accelerating financial losses projected
from  a  climate  now  unmoored  from  a  12,000-year  period  of
relative stability. The result is that much of what humans
have built, and many of the things they are building now, are
unsuited to the world as it exists. And as time goes on, the
added cost of living in that world could total hundreds of
billions of dollars — annually. “The assumption that current
and future climate conditions will resemble the recent past is
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no longer valid,” the authors write. President Donald Trump
has rejected without evidence the global scientific consensus
that  humans  are  doing  grave  damage  to  the  planet.  The
Republican has sought to roll back Obama-era ini- tiatives to
slow  greenhouse  gas  pollution  in  favour  of  fossil  fuel
interests. In recent years, thousands of Americans have died
during,  or  as  a  consequence  of,  extreme  weather  tied  to
climate change — from powerful hurricanes fuelled by extremely
warm seas to calamitous conflagrations stemming from drought.
“The Trump administration can’t bury the eff ects of climate
change in a Black Friday news dump — ef- fects their own
federal government scientists have uncovered,” said Senator
Sheldon  Whitehouse,  a  Democrat  from  Rhode  Island,  in  a
statement. “This report shows how climate change will aff ect
every  single  one  of  our  communities.  The  president  says
outrageous things like climate change is a hoax engineered by
the Chinese and raking forests will prevent catastrophic wild
fires,  but  serious  conse-  quences  like  collapsing  coastal
housing prices and trillions of dollars in stranded fossil
fuel assets await us if we don’t act.” Part of the fourth US
National Climate Assessment since 2000 (the last one was in
2014), the report departs from predecessors in that it focuses
on money, and how much of it America stands to lose to climate
change. The costs assessed range from household expenses to
the availability and pricing of food, energy and other goods
people use in modern society. And it’s not just the eff ects
at home. “The impacts of climate change, variability, and
extreme events outside the US are aff ecting and are virtually
certain  to  increasingly  aff  ect  US  trade  and  economy,
including  import  and  export  prices  and  businesses  with
overseas operations and supply chains,” the authors write.

“Now it’s seen much more as a societal or economic issue than
a narrow environmental one.” A chapter on how to avoid worst-
case  scenarios,  called  mitigation,  looks  at  estimates  of
economic losses across the economy by sector, pinned to the
end of the century. They suggest that policy, technological



and  behavioural  changes  that  lead  to  significantly  lower
emissions  can  cut  potential  financial  damage  across  many
sectors  roughly  by  half.  Nevertheless,  such  a  best  case-
scenario will still leave Americans in a country where they
are paying tens of billions of dollar more annually to ad-
dress the fallout of accelerating climate change. A scenario
with dramatically less pollution could slash projected losses
in 2090 by 48% ($75bn) a year in labour costs, 58% ($80bn) in
heat-related deaths and 22% ($25bn) in coastal real estate,
according to the report. When the first NCA came out in 2000,
researchers were still thinking through how diff erent parts
of the US might be vulnerable to natural and human- driven
changes.  Almost  two  decades  later,  the  as-  sessment
incorporates a grim accounting of actual damages, which in
turn allows firmer projections of what’s coming. “A lot has
happened in 20 years,” said John Furlow, a contributing author
and  deputy  director  of  Columbia  University’s  International
Research Institute for Climate and Society. “Now it’s seen
much  more  as  a  societal  or  economic  issue  than  a  narrow
environmental  one.”  Climate  change’s  impacts,  the  report
states, are presenting painful financial choices for every
region of the country: In Pennsylvania, ageing bridges may not
fare  well  against  more  extreme  storms,  and  wa-  ter  and
wastewater  systems  need  almost  $30bn  in  investment.  In
general, about 90% of the northeast is built on infrastructure
poorly suited to adjust to rising seas.

“Projected future costs are estimated to continue along a
steep  upward  trend  relative  to  what  is  being  experienced
today,” the report states. More than 60% of big southeastern
cities see heat- wave trends above the national average, and
three of them, Birmingham, Alabama, New Orleans and Raleigh,
NC, are exceeding the rest of the country across all major
heat-wave  measures.  Anchored  by  California’s  clean-tech
economy, the Southwest is seeing much of the nation’s new
energy investment. Legacy power technologies, such as water-
cooled  power  plants,  will  continue  to  work  for  decades,



however, and will be less eff ective as temperatures make
cooling sources too hot. Hot water could reduce eff iciency of
these power plants by 15% by 2050. In the Midwest, a major
producer  of  corn  and  soy-  beans,  increased  temperatures,
rainfall and humid- ity have eroded soil and allowed harmful
pests and pathogens to thrive, according to the report. Rising
growing-season temperatures in the region are pro- jected to
be the largest single factor contributing to declines of US
agriculture production. A new chapter of the NCA addressing US
interests abroad emerged from the previous report’s work on
agriculture.  The  sector  directly  contributed  $136.7bn  and
2.6mn jobs to the US economy in 2015. It’s also a significant
source of pollution — about 9% of the US total in 2016 — and
vulnerable to its impacts both at home and from abroad. “The
US food system is a globalised food system, and we import a
lot,”  said  Diana  Liverman,  a  Re-  gents’  professor  at  the
University of Arizona. Since the global nature of food-system
risk  drew  interest  during  the  2014  report  discussions,
researchers  conducted  deeper  analysis  “on  things  like  the
vulnerability  of  US  supply  chains.”  Strange  phenomena  are
playing havoc with the US food supply, including “the loss of
synchrony of seasonal phenomena,” the report states, including
an emerging disconnect between crops and pol- linators. While
scientists are developing climate change resistant crops, the
progress has been “modest,” according to the NCA. It calls for
more public investment in these projects and notes that —
against the claims of some environmental groups — “genetically
engineered crops have shown economic benefits for producers,
with no substantial evidence of animal or human health or
environmental impacts.” The NCA diff ers in important ways
from  similarly  weighty,  periodic  reports  from  the  UN’s
Intergovern- mental Panel on Climate Change. The most recent
of these studies explored the diff erence between a world that
warms  1.5  degrees  Celsius  and  2  degrees,  the  long-time
international goal (slower sea-level rise, more Arctic sea
ice, some coral left). The NCA authors express concern about
growing threats to global trade, supply chains and the price



of goods. Other international issues addressed beyond trade
include national security, humanitar- ian aid and what the
report calls “trans-boundary resources,” such as fish, water
and minerals man- aged jointly by neighbouring countries.

The  slow  bleed:  Dubai  is
losing its shine as a Middle
East haven

Bloomberg/Dubai

Ever since the first gleaming towers sprang out of the desert,
Dubai has gotten used to rapid change. It’s no stranger to
boom-and-bust.  What’s  happening  now  is  different:  a  slow
bleed.
The  city’s  iconic  builders  are  moving  ahead.  Cranes  are
everywhere. But no one is sure who’ll occupy all that new
retail and office space. Already, Dubai’s malls are noticeably
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less  full  of  stores  and  restaurants  than  they  once  were.
Expatriates, the lifeblood of the economy, have started to
pack up and go home – or at least talk about it, as the cost
of living and doing business surges. Corporate mainstays, from
Emirates airline to developer Emaar Properties, just reported
disappointing  third-quarter  profits.  The  stock  market  is
having its worst year since 2008.
Business unease was already apparent in April, when Sheikh
Mohamed bin Rashid al-Maktoum convened a meeting with more
than 100 executives in his palace overlooking the Gulf. The
bosses raised issues including hefty government fees – which
are eroding the comparative advantage of tax-free Dubai – to
strict visa rules that push foreigners out when they lose
their  jobs.  The  conclave  was  followed  by  a  flurry  of
decisions,  still  working  their  way  through  the  system.
But a fix for what’s ailing Dubai may be beyond the powers of
its  ruler.  Sheikh  Mohammed  and  his  predecessors  built  a
fishing village into a hub for finance, trade and tourism in
the region – but now that region is changing, perhaps for
good.
The oil slump since 2014 hit big spenders from neighbouring
Gulf states who used to flock to Dubai (tourists from China
and  India  are  filling  the  gap,  but  they’re  more  price-
conscious). Saudis, in particular, are feeling the pinch, as
their own government imposes fiscal austerity and confiscates
private wealth. The city’s role as a trading post is being
undermined by a global tariff war – and in particular by the
US drive to shut down commerce with nearby Iran.
There’s  a  deeper  problem.  Dubai  prospered  as  a  kind  of
Switzerland in the Gulf, a place to do business walled off
from the often violent rivalries of the Middle East, says Jim
Krane, author of the 2009 book City of Gold: Dubai and the
Dream of Capitalism.
Now the state is that the UAE has become an active player in
those conflicts, fighting in civil wars from Libya to Yemen
and joining the Saudi-led boycott of Qatar.
“It’s a situation that Dubai finds itself in mostly through no



fault of its own,’’ says Krane. “You can go to war with your
neighbours, or you can trade with them. It’s really hard to do
both.’’
Stories of Qatari citizens being ordered to leave the UAE
shocked businesses that serviced the region from headquarters
in Dubai. American executives were especially concerned about
the prospect of being forced to pick sides, says Barbara Leaf,
who was US ambassador in the UAE until March.
“It has cast a shadow,’’ she says. “It was a very unpleasant
surprise when UAE-based companies found out they could no
longer  fly  or  ship  goods  directly  to  Doha.’’  The  dispute
rumbles on, even though the US is applying renewed pressure
for a settlement.
That’s not the only blowback from siding with the Saudis. When
Crown Prince Mohamed bin Salman rounded up dozens of leading
Saudi royals and businessmen at the Ritz-Carlton hotel in a
supposed crackdown on corruption, the UAE central bank asked
the country’s financial institutions to provide information on
the accounts of some of those held.
Investors  are  rightly  worried,  says  Krane.  Governments
“shouldn’t be able to access accounts in other countries based
on a simple request.’’
Dubai also faces consequences of its own success. Lacking
energy resources of its own, the city had little choice but to
build a non-oil economy. The 2014 crash jolted other Gulf
countries into following suit. They’re all planning for a
post-crude era, and trying to emulate their thriving neighbour
by marketing their own capitals as regional hubs.
Dubai  remains  pre-eminent  in  that  role.  But  it’s  an
increasingly high-cost base. In 2013, it ranked as the 90th
most expensive place for expats to live, according to New
York-based consultant Mercer. It’s now vaulted to 26th on the
list.
It was the cost of living that persuaded Donovan Schram, a 38-
year-old bond trader, to call time on his eight years in Dubai
a few months ago. He’d already moved his wife and children
back to his native Cape Town in 2014, after being forced to



take a salary cut in a new job, and now he’s followed them.
“Dubai is very expensive when you have a family,” and there’s
“a  culture  of  paying  upfront  for  everything  from  rent  to
school,’’ says Schram. He says at least three friends have
made a similar decision.
Jobs became scarcer after companies from financial services to
retail and energy enacted “massive layoffs’’ in 2015 and 2016
as  profits  slumped,  says  Nuno  Gomes,  head  of  Middle  East
business at Mercer. When the consultant surveyed 500 firms two
years later, it found that half of them have no plans to boost
hiring and don’t expect growth to return to 2013 levels.
Fahad al-Gergawi, head of investment agency Dubai FDI, says
the city’s seen lean times before – and bounced back. “This is
a  market  cycle  that  we  have  to  accept,”  he  says.  The
government is doing what it did in past slumps, says al-
Gergawi: Sitting down with business to figure out solutions.
“It’s about how you become creative.”
When the upturn does arrive, Dubai’s companies will emerge
leaner and more competitive, according to Khatija Haque, head
of regional research at local lender Emirates NBD. Meanwhile,
many areas of the economy are holding up fairly well, she
says.
The big problem is in wholesale and retail trade. “It’s a
third of the economy, basically flatlining over the past two
years,  which  is  a  big  drag,’’  says  Haque,  who  thinks
government  spending  may  have  to  fill  the  gap.
The government of neighbouring Abu Dhabi has promised almost
$14bn of stimulus over three years. Sheikh Mohamed in Dubai,
after his meeting with the fretful bosses, is working on a
raft of measures that should help: Freezing school charges,
relaxing curbs on foreign ownership of business, and scrapping
billions of dollars of government fees. The visa regime is
also being loosened, to make it easier for expatriates – 80%
of the population – to come, stay longer, and spend more.
One  thing  the  government  isn’t  doing  is  reining  in  the
builders. That’s a mistake, according to Craig Plumb, head of
Middle East research at broker Jones Lang Lasalle.



Prices  and  rents  are  plunging  across  the  board,  as  new
capacity outpaces population growth and consumer spending.
Authorities  are  reluctant  to  stabilise  the  market  by
restricting  permits,  because  land  sales  are  a  source  of
revenue. Retail space will expand 50% in the next three years,
according to real estate adviser CBRE Inc.
Plumb says it’s not really needed – and he says some of
Dubai’s premium builders are to blame. “We’re not talking
about Mickey Mouse second-tier developers,’’ he says, citing
state-run firms like Emaar and Nakheel PJSC. “They’re all
established companies, and they should know better.’’
Government, builders and business alike are all looking to one
event on the horizon that may come to the rescue.
Dubai will host the World Expo fair in 2020. Meant to showcase
the city’s future prospects, it’s become almost an end in
itself, a reason to keep the cranes at work. “The biggest
saving grace,’’ Haque calls it.

Norwegian  oil,  gas  plants
shut  after  tanker,  frigate
collide (Update)

https://euromenaenergy.com/norwegian-oil-gas-plants-shut-after-tanker-frigate-collide-update/
https://euromenaenergy.com/norwegian-oil-gas-plants-shut-after-tanker-frigate-collide-update/
https://euromenaenergy.com/norwegian-oil-gas-plants-shut-after-tanker-frigate-collide-update/


An  oil  tanker  and  a  Norwegian  navy  frigate  collided
off Norway‘s west coast on Thursday, injuring eight people and
triggering  the  shutdown  of  a  North  Sea  crude  export
terminal, Norway‘s largest gas processing plant and several
offshore fields.

The frigate, which recently took part in a major Nato military
exercise, was tilting on one side and slowly sinking, live
television pictures showed. The Norwegian military said it was
attempting to save the ship.

“The military is leading a salvage operation in cooperation
with  the  Coast  Guards,”  Norway‘s  armed  forces  said  in  a
statement.

The Kollsnes gas plant, with a processing capacity of 144.5
million cubic metres per day, has also been shut, Equinor
said.  It  was  not  immediately  clear  when  it  would  restart
operations.

The plant processes gas from the Troll, Kvitebjoern and Visund



fields and sends it to Britain and the rest of Europe. Gas
output  from  the  Troll  A  platform  had  been  shut,  said  an
Equinor spokeswoman.

UK wholesale gas prices were up ahead of the incident and
increased further afterwards. Gas for immediate delivery was
up  6.2  per  cent  at  66.50  pence  per  therm  at  1136
GMT. Norway is a major supplier of gas to Britain so big
outages can impact UK gas prices.

Flows from Norway to Britain were down by 14-15 million cubic
metres due to the outage at Kollsnes.

“Norwegian outages due to the collision have prompted extra
buying. The market was already quite bullish due to lower
temperatures. It is also not clear how long they (the outages)
will last,” a British gas trader said.

There was no sign of any leak from the Sola TS oil tanker,
although it would return to port for inspection, rescue leader
Ben  Vikoeren  at  the  Joint  Rescue  Coordination  Centre  for
southern Norway told Reuters.

The tanker had left Equinor’s Sture oil shipment terminal with
a cargo of crude, and the facility would be temporarily shut
as a precautionary measure, the company said.

The Sture terminal receives oil via pipelines from a string of
North Sea fields, including the Oseberg, Grane, Svalin, Edvard
Grieg and Ivar Aasen, which in turn is exported to global
markets on oil tankers.

The Sture terminal has a capacity to store one million cubic
metres  of  crude  oil  and  60,000  cubic  metres  of  liquefied
petroleum gas in rock chambers.

LPG mix and naphtha are also exported from the terminal via
the Vestprosess pipeline to the Mongstad oil terminal.

It was not clear for how long the Sture terminal would remain



closed, said Equinor, adding that oil output from Oseberg and
Grane, which the firm operates, was shut as a result.

Oseberg is one of the crude streams underpinning the global
Brent oil benchmark. Brent crude futures were up 71 cents to
$72.78 a barrel by 1007 GMT.

Output at Ivar Aasen, which produced about 95,000 barrels of
oil equivalents per day in the third quarter, has also been
shut down, operator Aker BP told Reuters.

Production at the Edvard Grieg field was also shut down, a
source with knowledge of its operations said.

The  KNM  Helge  Ingstad  frigate’s  crew  of  137  had  been
evacuated,  Vikoeren  said.  Eight  people  suffered  light
injuries.

The Sola TS, an Aframax class vessel built in 2017, belongs to
Tsakos Energy Navigation, according to the company’s website.

The  KNM  Helge  Ingstad  had  recently  taken  part  in  Nato’s
Trident  Juncture  military  exercise,  which  centred  on  the
defence of Norway.

Russia Looks to Hydrogen as
Way to Make Gas Greener for
Europe
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Russia is looking at how to develop a market for hydrogen in
Europe, a move that would help maintain demand for one of its
primary  exports  as  governments  everywhere  work  to  cut
pollution.

Gazprom PJSC, the Russian company that’s the dominant exporter
of  natural  gas  into  Europe,  is  exploring  ways  to  produce
emissions-free  hydrogen  from  its  fuel  and  create  a  153
billion-euro ($175 billion) a year market by 2050, according
to a presentation executives from the company made in Brussels
last month. That would be bigger than the $110 billion value
of Europe’s existing natural gas supply last year.

The effort would bring Russia in step with the government of
Japan,  oil  major  Royal  Dutch  Shell  Plc  and  a  handful  of
companies that are promoting fuel cells and hydrogen as an
alternative to electricity generation and transportation fed
by  fossil  fuels.  With  Europe  working  to  make  dramatic
reductions in greenhouse gas emissions, Russia is looking for
ways to make its gas green enough to remain part of the energy
mix. Hydrogen is an option because it can be made from natural
gas without generating additional emissions.



“It would not do the entire job but a large part of it,”
Michael  Faltenbacher,  a  principal  consultant  at  Germany’s
Thinkstep AG, which carried out a study for Gazprom, said at
the presentation at Gazprom’s offices in Brussels. “We are
looking at a major CO2 reduction potential which will come at
a financial cost. There is definitely investments related to
that but also opportunities for industry and economy.”

2017  data.  Source:  Agency  for  the  Cooperation  of  Energy
Regulators
Natural gas already is the main raw material used to make
hydrogen commercially, and some of the lighter gas is already
blended  in  a  small  proportion  into  Europe’s  gas  pipeline
network. What Gazprom is envisioning is gradually boosting the
share of hydrogen in those pipelines and then turning its



natural gas into hydrogen through green processes that don’t
exacerbate global warming.

While several technologies to produce hydrogen including water
electrolysis are being developed, Gazprom is investigating one
process  known  as  thermal  methane  pyrolysis.  This  reaction
takes  place  in  a  low-temperature,  non-equilibrium  plasma
that’s put under high pressure in a small reactor. The company
is trialing the technology in the Siberian town of Tomsk.

“Natural gas from Russia is now the cleanest available for
Europe,’’  Maximilian  Kuhn,  public  affairs  expert  Gazprom
Germany, said at a conference in Berlin on Thursday. “Our
proposal is to recognize that natural gas is a solution for
Germany to achieve its Paris climate target. We could reach
the target based on natural gas.’’

With no contact with oxygen, no CO2 is emitted when hydrogen
atoms are split off from natural gas. That process makes a
stream of pure hydrogen, with carbon dropping out as a solid
instead of escaping into the air as CO2. That solid carbon can
be used in industries. If wind or solar farms are used to
generate energy needed for that process, zero emissions would
be used in manufacturing the hydrogen.

“Gas companies are scared and worried as renewable costs are
falling,  electricity  heating  is  expanding,  and  European
nations  are  adopting  very  strong  hydrogen  policies,
potentially making the entire gas infrastructure redundant,”
said Claire Curry, an analyst at Bloomberg NEF in New York.
“It sounds interesting if they can capture carbon cheaply, but
there  are  challenges.  It  is  unclear  if  people  will  want
hydrogen in their homes, and that also wouldn’t help Europe
become energy independent.”

Gazprom’s vision is to introduce an emissions-free form of
hydrogen into its business over the next few decades. That
would help Europe to reduce emissions by 62 percent by 2050, a



big  chunk  of  the  bloc’s  commitment  to  slash  pollution  80
percent by that year from 1990 levels. Gazprom is offering
three stages, as outlined below.

From Gas to Hydrogen
Gazprom envisages a 3-stage process to introduce and expand
role of hydrogen in its business

NOTE: Total reduction is seen at ~49%. 62% reduction is needed
to reach 2050 CO2 target of -80% greenhouse emissions vs 1990.
Gap of ~13% seen filled with efficiency measures. Source:
Thinkstep

The  first  stage  in  the  Gazprom  program,  already  being
promoted, envisages switching power plants and vehicles to gas
from coal and gasoline, respectively. The next stage would
involve building up hydrogen in a mix with natural gas.

Current blend limit of hydrogen into gas grids varies from
zero in the U.K. to 12 percent in the Netherlands, according
to Thinkstep. A mix with as much as 20 percent of hydrogen
could  be  used  on  the  majority  of  applications,  without
challenges or infrastructure changes, according to Gazprom.

A ratio of over 25 percent of hydrogen used in the pipeline
networks can lead to lower crack resistance in steel pipes and
increases over 30 percent may require adaptation of turbines
and compressors, according to Thinkstep.

“Pipelines and regulations would have to be changed to allow a
higher ratio of hydrogen used in the system,” Bloomberg NEF’s
Curry said.

How  much  hydrogen  is  allowed  in



pipelines?
Gazprom is still considering how the business might evolve
from there. It may be more viable to produce hydrogen in
Europe and then mix it there with gas arriving from Russia,
according to Gazprom experts. Any changes would need careful
study by Gazprom’s customers, European regulators and other
interested groups.

“Natural gas due to its density would make more sense to
transport  over  long  distances  and  then  have  the  hydrogen
production locally,” Thinkstep’s Faltenbacher said.

Russia first presented its active contribution to a CO2-free
gas provision to Europe during a workshop in Berlin in August,
according to a report on the European Commission’s website,
which  acknowledged  the  nation’s  perspectives  of  methane
cracking,  a  technology  which  could  provide  emissions-free
hydrogen at large scale.

This  “could  be  used  as  a  potential  and  cost  efficient
transition pathway for introducing renewable based hydrogen in
the longer term,” the report said. “Rules for certifying that
the  carbon  by-product  from  methane  cracking  is  deposited
without being released to the atmosphere as CO2 would yet have
to be developed.”

The other main process for making hydrogen from natural gas is
known as electrolysis, where an electric charge is introduced
into a stream of gas to break those molecules into their
constituent parts.

The Russian company might be able to make hydrogen at a cost
of 1.14 euros per kilogram by 2050, according to Thinkstep.
Hydrogen  could  be  produced  today  in  northern  Germany  via
electrolysis,  using  curtailed  wind  and  the  lower  end  of
wholesale power prices, at 2.21 euros per kilogram, a cost
that may fall to 1.77 euros by 2025, according to Bloomberg



NEF.

Other global energy companies are also looking at hydrogen.
Norway’s Equinor ASA has commissioned a feasibility study for
a hydrogen plant in July, while Woodside Petroleum Ltd. has
held talks with a Japanese hydrogen supply project led by
Chiyoda Corp.

Hydrogen is one of the fuels that Shell is providing. Among
its initiatives, Shell is part of a joint venture in Germany
which  is  installing  a  nationwide  network  of  400  hydrogen
fueling pumps. It has also opened hydrogen refueling sites in
California,  the  U.K.  and  Canada  and  has  announced  the
construction  of  4  more  stations  in  the  Netherlands.


