Building a new, better SDR BY
JAYATI

With much of the developing world teetering on the edge of a
debt crisis, the calls for a new issuance of special drawing
rights (SDRs, the International Monetary Fund’'s reserve
asset), have grown louder and more urgent. But to have the
desired effect, the International Monetary Fund (IMF) must
modify its allocation criteria and clarify how SDRs can be
used to support low- and middle-income countries through the
current economic turmoil.

One proposal currently being considered is to expand SDR
allocation beyond individual countries to include multilateral
development banks and dedicated funds. The idea of channelling
SDRs to multilateral institutions like the World Bank and
regional development banks, which are uniquely equipped to
assist emerging and developing countries, has become
increasingly popular in recent years.

The Bridgetown Initiative, led by Barbadian Prime Minister Mia
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Mottley, has called for a new issuance of SDR500bn ($650bn)
“or other low-interest, long-term instruments” to support the
creation of a multilateral agency that would accelerate
“private investment in the low-carbon transition, wherever it
is most effective.”

Similarly, the recent report by the High-Level Advisory Board
on Effective Multilateralism (of which I was a member)
recommends the “immediate, and thereafter regular” annual
issuance of additional SDRs to aid countries facing foreign-
exchange shortages. The report also suggests that IMF
shareholders amend the organisation’s Articles of Agreement to
permit “selective SDR allocation.” This proposed change aims
to facilitate a more targeted and effective distribution that
prioritises the most vulnerable countries over the world’s
largest economies, which receive the lion’s share of SDR
allocations under the current rules.

Another proposed amendment stipulates that “specific
conditions” would automatically trigger SDR allocations to
ensure a “swifter global response.” Notably, the report
emphasises that eligibility for SDR allocation should not be
conditional on the recipient country adopting an IMF-supported
fiscal consolidation program.

Unfortunately, these proposals were not even discussed during
the Spring Meetings of the IMF and World Bank in April. But we
must continue to pursue these reforms, because increased
international liquidity, delivered in a timely and efficient
manner, 1is needed more than ever.

By modernising the outdated system of SDR allocation, the
international community could also narrow the climate-finance
gap. But, first, the many developing countries currently at
risk of a severe debt crisis must receive immediate budgetary
support. Unless we create a global financial safety net, the
United Nations Sustainable Development Goals stand little
chance of being met.

The ongoing financial turmoil highlights the current system’s
inherent inequities. Over the past few weeks, governments that
control global reserve currencies, such as the United States



and Switzerland, have pumped massive amounts of liquidity into
the banking sector to rescue private banks. In contrast,
debtor countries that have applied for debt relief under the
G20's Common Framework for Debt Treatments have been waiting
for years for a fraction of those sums.

The sovereign-debt crisis currently engulfing the world’s
poorest countries, which also happen to be the countries most
affected by climate change, requires immediate action. At a
minimum, low- and middle-income countries grappling with
balance-of-payments challenges should be given the opportunity
to bolster their foreign-exchange reserves through a new SDR
allocation.

But even if a fresh allocation is eventually agreed upon,
countries must understand how to make the most of it.
Unfortunately, the IMF’'s vagueness on this issue has caused
much confusion, with some asserting that SDRs belong to
central banks, not governments, and others insisting that they
are loans rather than assets distributed by the IMF.
Consequently, many recipient countries’ newly allocated SDRs
simply augment foreign-exchange reserves. While this can have
a positive impact by increasing a country’s perceived
creditworthiness, it can also hinder more effective uses of
SDRs, particularly in times of acute shortages and fiscal
constraints.

The Ecuadorian economist Andrés Arauz has highlighted these
concerns, arguing that there is no legal basis for central
banks to appropriate SDR allocations. The IMF’s own guidance
says that members “enjoy a large degree of freedom in how to
manage the SDRs allocated to them,” including the extent to
which “central banks are involved in their management and
whether the budget can directly use them for budget support.”
According to the Fund, SDRs are “allocated and held by the
member and instructions for its use come through the fiscal
agency of the member” (emphasis added). In other words,
governments can use SDRs as they see fit.

The confusion over the nature and status of SDRs stems, in
part, from the IMF’s own misclassification of these assets. As



Arauz points out, prior to the release of the IMF’'s latest
balance-of-payments manual (BPM6) in 2009, SDR allocations
were treated as equity rather than as liabilities that
recipient countries must repay. The BPM6, however,
reclassified them as liabilities, essentially treating them as
debt. This change, which was made without clear reasoning or
transparent discussion, must be contested, because it can
deter the use, transfer, and recycling of SDRs, preventing
allocations from fulfilling their potential.

Some countries, particularly in Latin America, have
demonstrated creativity in their use of SDRs. Ecuador, for
example, used them to finance its 2021 investment plan. The
same year, Paraguay channelled its allocation to investments
in health, education, housing, and other public expenditures,
and Argentina used its $4.6bn allocation to pay off maturing
debt, fulfilling its obligations to the IMF.

In other countries, central banks’ perceived role as the
custodian of SDRs did not completely restrict alternative
uses. Colombia, for example, used SDRs to facilitate a
domestic debt swap between the government and the central bank
and generate short-term liquidity. Although Mexico’s central
bank asserted its ownership of the country’s SDRs, the Mexican
government acquired international reserves from it through a
currency exchange in late 2021.

The current crisis 1is an opportunity to construct a fairer,
more sustainable international monetary system. A sensible
reform agenda must include increased SDR issuance and the
creation of more efficient and equitable distribution
mechanisms. To achieve this, the G7 countries, as the IMF'’s
largest shareholders, must demonstrate a modicum of wisdom and
leadership. — Project Syndicate

L Jayati Ghosh, Professor of Economics at the University of
Massachusetts Amherst, is a former member of the UN Secretary-
General’s High-Level Advisory Board on Effective
Multilateralism.
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UAE’'s ADNOC Gas to Start
Trading 1in $2.5bn IPO.
International Energy Expert,
Roudi Baroudi told AFP: “LNG
1s Most Important Transition
Fuel 1in the move away
from hydrocarbons”.
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UAE state energy company ADNOC’s recently formed gas unit will
launch on the Abu Dhabi stock market on Monday in a $2.5
billion initial public offering aimed at tapping high demand
for the fuel.

Shares in ADNOC Gas, which only became operational at the
start of this year, were heavily oversubscribed even after the
offering was expanded from 4.0 to 5.0 percent of issued share
capital in response to strong interest.

The final price was set at 2.37 dirhams ($0.65) per share,
towards the top of its range, raising about $2.5 billion and
implying a market capitalisation of around $50 billion.

ADNOC Gas 1is the biggest flotation yet on the Abu Dhabi stock
exchange, which opens at 9:30 am (0530 GMT).

At more than 50 times oversubscribed, it is the biggest demand
ever seen for an initial public offering in the Middle East
and North Africa, outstripping oil firm Saudi Aramco’s world-
record $29.4 billion listing just over three years ago.

The rapidly organised IPO from ADNOC, one of the world’s
biggest oil firms, follows last year’s scramble for
alternative gas resources after Russia’s invasion of Ukraine,



and comes as countries search for cleaner fuels to mitigate
global warming.

Energy consultant Roudi Baroudi, who heads the Qatar-based
Energy and Environment Holding firm, said he expected brisk
demand when the shares start trading.

“There 1s every reason to expect that the massive
oversubscription we saw will carry over into strong interest
when the shares are floated publicly,” Baroudi told AFP.

— ‘Transition fuel’' —

Abu Dhabi National 0il Company, the United Arab Emirates’ key
revenue-earner, retains a 90 percent stake in the subsidiary
formed from its former gas processing, LNG and industrial gas
units.

Gas 1s being touted as cleaner than other fossil fuels as
countries around the world strive to reduce their emissions.

Baroudi said Liquified Natural Gas (LNG) was “the most
important transition fuel in the move away from hydrocarbons”.

In 2021, the UAE produced 57 billion cubic metres (bcm) of
natural gas, or about 1.4 percent of global output, according
to the BP Statistical Review of World Energy.

That same year, the Emirates exported 8.8 bcm of LNG, 1.7
percent of world LNG exports, the Statistical Review said.

“As global efforts to battle climate change gain pace, the
role of natural gas in general.. is widely expected to grow,”
Baroudi said.

“ADNOC enjoys a solid reputation, so it was to be expected
that the ADNOC Gas IPO would attract strong interest.”

ADNOC Gas could be the first in a series of share offerings in
Abu Dhabi this year.



At least eight companies are expected to follow in fields
ranging from technology to asset management and regenerative
medicine, Bloomberg said, citing Sameh Al Qubaisi, director
general of economic affairs at Abu Dhabi’s Department of
Economic Development.

https://www.digitaljournal.com/business/uaes-adnoc-gas-to-star
t-trading-in-2-5bn-ipo/article
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Sun-starved Sweden turns to
solar to fill power void


https://euromenaenergy.com/%d8%b1%d9%8a%d8%a7%d8%ad-%d8%a7%d9%84%d9%85%d8%aa%d9%88%d8%b3%d8%b7-%d8%aa%d9%86%d8%aa%d8%ac-%d8%b7%d8%a7%d9%82%d8%a9-%d8%aa%d8%b6%d8%a7%d9%87%d9%8a-%d8%b7%d8%a7%d9%82%d8%a9-%d8%a7%d9%84%d9%85%d9%81-2/
https://euromenaenergy.com/%d8%b1%d9%8a%d8%a7%d8%ad-%d8%a7%d9%84%d9%85%d8%aa%d9%88%d8%b3%d8%b7-%d8%aa%d9%86%d8%aa%d8%ac-%d8%b7%d8%a7%d9%82%d8%a9-%d8%aa%d8%b6%d8%a7%d9%87%d9%8a-%d8%b7%d8%a7%d9%82%d8%a9-%d8%a7%d9%84%d9%85%d9%81-2/
https://euromenaenergy.com/%d8%b1%d9%8a%d8%a7%d8%ad-%d8%a7%d9%84%d9%85%d8%aa%d9%88%d8%b3%d8%b7-%d8%aa%d9%86%d8%aa%d8%ac-%d8%b7%d8%a7%d9%82%d8%a9-%d8%aa%d8%b6%d8%a7%d9%87%d9%8a-%d8%b7%d8%a7%d9%82%d8%a9-%d8%a7%d9%84%d9%85%d9%81-2/
https://euromenaenergy.com/sun-starved-sweden-turns-to-solar-to-fill-power-void/
https://euromenaenergy.com/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
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 lower 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 in
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.

EUROPE ENERGY CRISIS - Qatar
and Germany sign energy
strategic partnership
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News — 0il and Gas — Berlin, May 2022

Qatar’s Emir, His Highness Sheikh Tamim bin Hamad Al Thani,
and German Chancellor Olaf Scholz signed a strategic energy
partnership on May 20 as Germany scrambles to reduce its
dependence on imports of coal and pipelined natural gas from
Russia, mainly to punish the latter for its invasion of
Ukraine.



QATARI EMIR IN GERMANY
SHEIKH TAMIM BIN HAMAD AL THANI TO MEET WITH OLAF SCHOLZ

|ALjaZEERAURNERS CARRYING ABU AKLEH'S CASKET IN OCCUPIED EAST JERUSALEM - ISRAELI POLICE SAY THEY
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Al Jazeera turned to regional energy expert Roudi Baroudi to
provide context and analysis for the summit, which could have
historic implications. Baroudi confirmed that the German plan
centers on a rapid switchover to seaborne shipments of
liquefied natural gas, so the government is building two LNG
plants, at Brunsbuttel and Wilhelmshaven, along with the
possibility of adding three offshore floating storage and
regasification units (FCRUs).

Baroudi estimated that these facilities, including the FSRUs,
could account for 20-30% of German’s annual gas needs of
approximately 85 billion cubic meters.

He also explained that Qatar, which has the world’s second
largest gas reserves and has led the industry in LNG exports
for most of the past two decades, would be a natural secure
and reliable fit to supply even more gas to European terminals
that it already does. The Gulf state has recently invested in
even more LNG capacity, via an expansion of its North Field
operations, which will see its output once again surpass those
of the United States and Australia as the world’s largest
producer



Lagarde tells EU leaders they
must ‘water the green shoots’
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European Central Bank president Christine Lagarde urged
leaders to keep their fiscal purse strings loose, warning that
a premature brake on stimulus measures could derail a nascent
recovery.

At a summit of European Union leaders in Brussels yesterday,
Lagarde said continued support is needed to avoid the pandemic
leaving large scars on the economy, according to an official
familiar with her remarks.

The president cited the example of the aftermath of the great
financial crisis, when a rebound failed to be sustained
because “green shoots were not watered,” according to the
official, who asked not to be named as the meeting was
private.

European economies are starting a robust recovery on the back
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of an accelerating vaccination campaign. With coronavirus
infections dropping, and booming demand triggering a spike in
prices, pressure is building up in some quarters for the ECB
to considering exiting emergency stimulus, and for governments
to consider how to reduce debt burdens.

ECB officials Isabel Schnabel and Pablo Hernandez de Cos used
public events on Thursday and yesterday to emphasise that even
if the economy is able to recoup the output lost to the
pandemic crises by early next year, it won’t be until at least
2023 that growth trends return to the pre-crisis path.

“The goal has to be to recover — not to levels before the
crisis — but those we would have reached without the existence
of this crisis,” De Cos, who is governor of the Bank of Spain,
said yesterday.

In her comments to leaders, Lagarde reiterated her view that a
looming increase in inflation this autumn will be temporary
and underlying price pressures remain subdued. She said that
more dynamic and sustainable growth 1is needed, and that
monetary policy will continue to play a role in bolstering
confidence.

“Upward pressures, most notably the comparison with last
year’'s data when a sales tax holiday in Germany applied from
July to December, will almost certainly send the headline
inflation reading soaring above 2% from August,” a Bloomberg
Economics statement said.

The ECB predicts that euro-area output will return to pre-
pandemic levels by the first quarter of 2022, one quarter
earlier than expected in the spring. The risks to the outlook
are now balanced.

Lagarde urged leaders to advance the EU’s capital markets and
banking wunion, after years of talks failed to yield
substantial progress. No breakthroughs were seen 1in
yesterday’s summit either, as this autumn’s election in
Germany has put discussions among euro-area officials on hold.



Soaring Mideast Heat May Roil
01l Market as Demand Surges

Saudi Aramco O5Ps for NW Europe (ICE Bwave)

(Bloomberg) — Soaring temperatures in one of the world’s top
energy-producing regions could drive fuel prices higher as
countries there burn more oil and natural gas to keep homes
cool.

Saudi Arabia, the United Arab Emirates and Kuwait are all
experiencing weather that’s hotter than normal. That has
coincided with a tightened crude market, with the Organization
of Petroleum Exporting Countries and its allies continuing to
hold back millions of barrels of supply.

“Demand this summer will be stronger than last year,” Ahmed
Mehdi, a Middle East analyst at the Oxford Institute for
Energy Studies, said of the region.

Electricity consumption in OPEC member Kuwait this week
surpassed its previous peak as the early onset of scorching
heat prompted greater use of air conditioners. Iraq, which
suffered crippling blackouts last summer, also relies on
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burning crude and fuel oil to keep its power plants running.

Temperatures in the oil-producing states around the Persian
Gulf can reach 50 degrees Celsius (122 Fahrenheit) during the
region’s steamiest months of July and August. Top OPEC
producer Saudi Arabia burned as much as 25% more crude in its
power plants last year and said at the time that it could use
up to 1 million barrels a day to generate electricity.

Energy use rose across the region in 2020 as coronavirus
lockdowns kept residents at home through the torrid summer
months — when many usually travel — and the enduring
restrictions mean many are still staying put.

0il is currently trading around $70 a barrel as much of the
world recovers from the pandemic and the OPEC+ alliance keeps
barrels off the market. OPEC’s own analysis indicates that
crude consumption is rising faster than supply, forcing buyers
to pull barrels out of storage.

Gulf producers are using more natural gas for power as well,
and as OPEC+ gradually restores oil output, countries like
Saudi Arabia and Iraq are pumping more of the fuel that’s
found together with the crude.

The Gulf states have taken steps to prepare for oppressive
heat and to make their energy infrastructure more efficient -
and more profitable. Kuwait is set to start a liquefied
natural gas import facility, while the United Arab Emirates
connected its first nuclear power plant to the national grid
this year.

For now, OPEC+ isn’t committing to more crude supply. The
group decided at a meeting this month to go ahead with an
already agreed output increase for July, but stopped short of
allowing a further hike. That will leave Saudi Arabia and its
neighbors buying more of what they’re producing without
necessarily providing the market any extra slack.



“OPEC+ is still sitting on more than 5 million barrels a day
of spare capacity, mostly in the Gulf and particularly Saudi
Arabia,” said Carole Nakhle, chief executive officer of
London-based consulting firm Crystol Energy. “The Saudis can
do what they want,” though pumping more crude just to burn it
for power isn’t their best option, she said.
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