Germany: “A Whole Prosperity
Built On Low-Cost Energy Is
Going Up In Smoke”

Lhe tocsin is sounding at full speed in the German cities and
countryside at the start of summer. A whole prosperity built
on low-cost energy 1is going up in smoke. For the first time
since 1991, the country’s trade balance, a national pride,
plunged into the red in May, and the government is expected to
submit a law to parliament this week authorizing it to come to
the aid of the country’s energy companies. At the forefront of
which is the company Uniper, one of the main importers of gas
across the Rhine. The state could advance him nearly 9 billion
euros and enter his capital, as he did with Lufthansa at the
height of the health crisis.

Read also: Article reserved for our subscribersGermany ill-
prepared for life without Russian gas and oil

Make no mistake, as the Minister of the Economy,
environmentalist Robert Habeck, said this Sunday: “We are not
facing erratic decisions but facing a completely rational and
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very clear economic war. » Faced with rising prices and
falling deliveries, he openly talks about rationing energy.
Unheard of since World War II.

With its trade deficit of nearly 85 billion euros (excluding
services), France is obviously in no position to give any
advice, and even less to be happy about the situation, Germany
being its first partner. Over the last twelve months, Berlin
still records a surplus of more than 170 billion, but the
trend is not good. In May, sales abroad fell by 0.5% while
imports increased by 2.7%. The main culprit is of course
inflation, with import prices up 30% in May year on year,
while export prices rose only 16%.

Achilles’ heel

Vibrant heart of happy globalization with its extremely
sophisticated logistics chains, Germany appears to be the
first victim of the current new situation. His model was based
on cheap Russian gas, tight industrial organization and
unlimited Chinese outlets. These three well-oiled machines
suddenly seize up with the war in Ukraine, the logistical
chaos and the confinements in China.

First short-term observation: European sanctions have not only
not brought Russia to its knees, but have had the opposite
effect. By announcing restrictions that will only come later,
the West has caused an immediate surge in gas prices which
fully benefits Russia. Its currency has stabilized and its
budget has even gone into surplus. It might have been
necessary, as the economist Philippe Martin suggests, to
immediately impose customs duties or a ceiling price. Not
easy. Second observation, that of the extreme dependence of
our economies, and especially of Germany, on imported gas.
Unlike the United States, energy sovereignty is Europe’s
Achilles’ heel, and its reconquest will be long and painful.



Allemagne : « Toute une
prospérité construite sur une
énergie a bas colt est en
train de partir en fumée »

L’Allemagne a dévoilé son premier déficit commercial depuis
trente ans et envisage d’aider les entreprises du secteur
énergétique, comme Uniper, qui subissent de plein fouet la
guerre en Ukraine. Une mobilisation qui repose la question de
la souveraineté énergétique de 1'Europe souligne Philippe
Escande, éditorialiste économique au « Monde ».

Le tocsin sonne a toute volée dans les villes et les campagnes
allemandes en ce début d’été. Toute une prospérité construite
sur une énergie a bas colt est en train de partir en fumée.
Pour la premiere fois depuis 1991, la balance commerciale du
pays, fierté nationale, a plongé dans le rouge en mai, et le
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gouvernement devrait soumettre cette semaine au Parlement une
loi 1'autorisant a venir au secours des entreprises
énergétiques du pays. Au premier rang desquelles figure 1la
société Uniper, 1'un des principaux importateurs de gaz outre-
Rhin. L’Etat pourrait lui avancer pres de 9 milliards d’euros
et entrer a son capital, comme il 1’a fait avec Lufthansa au
plus fort de la crise sanitaire.

Ne nous trompons pas, comme 1l'a affirmé ce dimanche, le
ministre de 1’'économie, 1’écologiste Robert Habeck : « Nous ne
sommes pas face a des décisions erratiques mais face a une
guerre économique complétement rationnelle et tres
claire. » Face a la hausse des prix et a la baisse des
livraisons, il parle ouvertement de rationner 1'’énergie. Du
jamais-vu depuis la seconde guerre mondiale.

Avec son déficit commercial de pres de 85 milliards d’euros
(hors services), la France est évidemment mal placée pour
donner le moindre conseil, et encore moins pour se réjouir de
la situation, 1’Allemagne étant son premier partenaire. Sur
les douze derniers mois, Berlin enregistre encore un excédent
de plus de 170 milliards, mais la tendance n’'est pas bonne. En
mai, les ventes a l’étranger ont baissé de 0,5 % quand les
importations ont augmenté de 2,7 %. Le premier coupable est
bien sir 1’inflation, avec des prix des importations en hausse
de 30 % en mai sur un an, alors que le prix des exportations
n'a progressé que de 16 %.

Talon d’Achille

Ceur vibrant de la mondialisation heureuse avec ses chaines
logistiques sophistiquées a 1’extréme, 1’Allemagne apparait
comme la premiere victime de 1la nouvelle donne actuelle. Son
modele reposait sur un gaz russe a bon marché, une
organisation industrielle au cordeau et des débouchés chinois
sans limite. Ces trois machines bien huilées se grippent d’un
coup avec la guerre en Ukraine, le chaos logistique et les



confinements en Chine.

Premier constat de court terme : les sanctions européennes
n‘ont non seulement pas mis a genoux la Russie, mais ont
abouti a l’effet inverse.
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Sun-starved Sweden turns to
solar to fill power void

Bloomberg

Sweden, known for its long dark winters with barely any
daylight, is seeing a solar power boom.

Harnessing whatever sunshine the country gets is emerging as
the quickest solution to fill part of the void left by two
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closed nuclear reactors in southern Sweden, where the biggest
cities and industries are located. With shortages piling up in
the region and consumers keen to secure green energy at stable
prices, solar is quickly catching up with wind as developers
put panels on rooftops and underutilised land in populated
areas.

While the lack of sunlight is a hindrance, every bit of new
electricity capacity will Llower imports from Europe where
prices are more than three times higher than in the rest of
Sweden. Projects are also getting built quickly because
developers are directly getting into power sales deals with
consumers and aren’t dependent on government support, said
Harald Overholm, CEO of Alight AB, which started Sweden’s
biggest solar plant this month.

Companies are targeting a quick ramp-up, pushing total
capacity in the country to 2 gigawatt this year. That’'s more
than the two nuclear reactors in Ringhals that were halted 1in
2020, and will close the gap with Denmark, an early mover in
the industry in the region.

“We are very good at creating contracts directly with
commercial partners that use power, and that is what drives
our development,” said Harald Overholm, CEO of Alight.

The past winter has demonstrated the hole left behind by the
two atomic reactors, with the government facing the task of
resolving a divergent market. While vast hydro and wind
projects have kept the cost of electricity in the sparsely
populated north in check, a lack of generating capacity and
congested grids have forced the south at times to import
power.



Urgent efforts needed to
ensure global food security

Food price increases are having devastating effects on the
poorest and most vulnerable around the world.

People most impacted by higher food prices live in the
developing world, where a larger percentage of incomes 1is
spent on food.

Global food prices started to rise in mid-2020 when businesses
shut down due to the Covid-19 pandemic, straining supply
chains.

The pandemic has had effects on global supply chains. In the
early phase, lockdowns and mobility restrictions led to severe
disruptions in various supply chains, causing supply
shortages.

Farmers dumped out milk and let fruits and vegetables rot due
to a lack of available truckers to transport goods to
supermarkets, where prices spiked as consumers stockpiled
food. A shortage of migrant labour was felt as lockdowns
restricted movement across the world.
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Since then, there have been problems with key crops in many
parts of the world. Brazil, the world’s top soybean exporter,
suffered from severe drought in 2021.

China’s wheat crop has been among the worst ever this year.
Concerns about food security, heightened during the pandemic,
have led some countries to hoard staples to ward off future
shortages, limiting supplies on the global market.

Food prices have also jumped. Russia’s invasion of Ukraine in
late February dramatically worsened the outlook for food
prices.

According to the International Monetary Fund, the Russian
invasion of Ukraine has led to rising energy and food prices,
which will inevitably mean higher inflation globally. Both
Russia and Ukraine are exporters of major commodities, and the
disruptions from the war and sanctions have caused global
prices to soar, especially for oil and natural gas.

Wheat prices are at record highs — Ukraine and Russia account
for 30% of global wheat exports. These effects will lead
inflation to persist longer than previously expected. The
impact will likely be bigger for low-income countries and
emerging markets, where food and energy are a larger share of
consumption (as high as 50% in Africa).

The World Bank forecasts wheat prices could rise more than 40%
in 2022. The Bank expects agricultural prices to fall in 2023
versus 2022. But that depends on increased crop supplies from
Argentina, Brazil and the United States — by no means
guaranteed.

The World Bank is working with countries on the preparation of
$12bn of new projects for the next 15 months to respond to the
food security crisis. These projects are expected to support
agriculture, social protection to cushion the effects of
higher food prices, and water and irrigation projects, with
the majority of resources going to Africa and the Middle East,
Eastern Europe and Central Asia, and South Asia.

In addition, the World Bank’'s existing portfolio includes
undisbursed balances of $18.7bn in projects with direct links
to food and nutrition security issues, covering agriculture



and natural resources, nutrition, social protection, and other
sectors.

Altogether, this would amount to over $30bn available for
implementation to address food insecurity over the next 15
months.

It is time countries made concerted efforts to increase the
supply of energy and fertiliser, help farmers increase
plantings and crop yields, remove policies that block exports
and imports and ensure global food security.

R. Baroudi (CEO Energy &
Environment Holding): “Key”
to Europe’s energy
independence, Eastern
Mediterranean deposits of
hydrocarbons and offshore
wind farms
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Athens Energy Security
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gy May 26-27, 2022
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’ D I a I og u es Athenaeum InterContinental Athens

ABAva, 27.05.2022 — “Climate change and market instability are
the two main parameters in recent years for the global energy
market,” highlighted Mr. Roudi Baroudi, CEO of Energy &
Environment Holding at his speech on the second day of the
10th Athens Energy Dialogues conference on May 26-27.

According to Mr. Baroudi the goal is a new energy mix that 1is
both environmentally sustainable and economically viable.

Another crucial point is that reliability of cleaner and
greener sources are not yet sufficient to fully meet demand,
and getting there will require years of planning, investment,
and construction. If we take existing technologies offline
before newer ones can replace them, the resulting shortages
will cause prices to spike, driving up the cost of living and



causing whole economies to collapse. On the other hand, if we
wait too long to decarbonize the global economy, climate
change threatens to inflict even greater damage.

The Russian invasion to Ukraine has changed the geopolitical
status quo, according to Mr. Baroudi.

The war in Ukraine, has exposed not only Europe’s dangerous
over-reliance on natural gas and other energy imports from
Russia, but also the extent to which disrupting that
relationship could wreak havoc around the world. Ever since
Moscow launched its invasion in late February, the European
Union has been hesitant to impose sanctions on Russia’s energy
industry because it lacks other alternatives, and it lacks
those alternatives because of a years-long hesitance to
maintain a sufficiently diverse basket of sources and
suppliers.

The continent also suffers from inadequate regasification
capacity, which means it cannot fully replace piped gas from
Russia with seaborne loads of LNG from other countries.

Mr. Baroudi highlighted that there are solutions for all of
these problems, and some are already under way.

“Europe could also bolster its energy security by helping to
develop the increasingly promising gas fields of the Eastern
Mediterranean, the output of which could then be linked by
undersea and/or overland pipeline to the European mainland.
The utility of these and other moves would also be
significantly enhanced by building new storage facilities for
both LNG and conventional gas, which would make Europe a lot
more resistant to future supply disruptions,” said Mr.
Baroudi.

But most importantly in the long term, Europe needs to seize
the opportunity presented by the great potential for offshore
wind energy in the Mediterranean, since making full use of
this potential — just in the coastal waters — could generate



at least some 500 MILLION megawatts of electricity: in other
words, the same as the entire global nuclear industry.

The Mediterranean region — including both its EU and non-EU
components — can and should be a huge part of this drive for a
dual resiliency against economic and environmental challenges
alike. European investments in MENA countries’ energy output
makes sense for several reasons, including lower labor and
other construction costs, as well as more diversified — and
therefore more reliable — energy supplies.

About a week ago, the European Commission outlined a new plan
to end Europe’s dependence on Russian gas, one that envisions
spending of more than 200 billion Euros over the next five
years. That is a significant number, but now the plan needs to
be funded.

This means that not just the EU itself but also the European
Investment Bank, the World Bank, and the IMF — all need to
open up their vaults. Needless to say, the private sector
would do well to get in on the action as well.

Unfortunately, it is too late to prevent war in Ukraine. But
the faster Europe moves effectively to end its reliance on
Russian gas, embraces closer partnership with 1its
Mediterranean neighbors, and achieves the full independence of
its foreign policy, the sooner it can help to restore the
peace — and prevent similar calamities in the future.

#athensenergydialogues #energy #climate #climatechange

#renewableenergy #sustainability #climateaction
#energyindustry #tsomokos
#it#

For any additional information, please contact Ms. Elias
Gerafenti, Tsomokos SA, tel. 210 728 9000 & 6970808764,
e.gerafenti@tsomokos.gr



