Texas’ Gas-Export Clampdown
Shocks Market as Blackouts
Ebb

Texas 1is restricting the flow of natural gas across state
lines 1n an extraordinary move that some are calling a
violation of the U.S. Constitution’s commerce clause.

Texas Governor Greg Abbott on Wednesday told a media briefing
that he was banning gas from leaving the state through Feb. 21
to ensure in-state power generators had ample supplies. Less
than 24 hours later, Texas's top energy regulator told gas
producers to offer supplies for sale in-state before shipping
it elsewhere, citing the governor’s mandate.

Under the Constitution’s so-called commerce clause, state
governments are prohibited from interfering in interstate
trade. Abbott said a disaster declaration he issued on Feb. 12
gave him latitude to impose such restrictions.

Abbott said he was forced to act as millions of Texans remain
without power. By late Thursday morning, the number of
blacked-out customers was down to about 500,000 from more than
4 million two days earlier, according to PowerQOutage.us.
Meanwhile, gas prices at a key trading hub 1in
Oklahoma slumped 99% in a sign that the worst of the gas
squeeze may be over. Still, the timeline to a full restoration
of power is unclear.

“Operators should take notice that under this mandate, all
‘sourced natural gas’ be made available for sale to local
power generation opportunities before leaving the state of
Texas, effective through February 21, 2021,” the railroad
commission said in 1its directive to drillers.
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‘Maximum Withdrawal’

Abbott’s announcement caught some gas traders flatfooted and
sowed confusion in a market already dealing with huge
upheaval. One West Coast-based trader said he lost $1 million
within minutes. Without being able to read the order, others
hurriedly sought answers: Can gas still be exported to Mexico?
Is LNG affected?

’

“This is an authority that 1is a state authority,” Deputy
National Security Advisor Liz Sherwood-Randall said during a
media briefing on Thursday. “And we’'re in discussion with our
Mexican partners as well as with the state officials around
the decision that the state officials are taking.”

Benchmark U.S. gas futures fell 3.7% to $3.101 per million
Britsh thermal units at 1:07 p.m. on the New York Mercantile

Exchange after rising as much as 2.5% in overnight trading.

Supply for next-day delivery at the Oneok Gas Transportation
hub in Oklahoma traded at $4 per million British thermal units
on Thursday, according to traders. That’'s down from $1,250 on
the previous day and in line with prices seen just over a week
ago. The Oneok hub is a key transit point for gas headed for
major population centers such as Chicago.

“This 1s an abuse of the Texas Disaster Act,” said Jared
Woodfill, a prominent Republican attorney who repeatedly
challenged Abbott over coronavirus restrictions in 2020. “It’s
amazing that there are no limits in Abbott’s mind to what his
authority is under the Texas Disaster Act. He’ll take as much
power as the courts and the Legislature will let him have.”

The crumbling of the state’s gas supplies as Arctic
temperatures took hold at the start of the week has been one
of the driving factors behind the cascade of outages.

The calamity unfolding across Texas is somewhat reminiscent of
the California power crisis of 2000-2001 when energy suppliers
withheld and redirected electricity and gas out of state even



as it faced shortfalls, prompting lawsuits. And yet again,
even as Californians endured rolling blackouts amid an extreme
heat wave last year, energy suppliers were exporting power to
neighboring states. The state’s grid operator later blamed
market-design flaws.

Dan Woodfin, an executive at Ercot, said in an interview that
a lack of gas supply is one of the reasons why it’s having
trouble getting power plants back online.

Fossil Fuels

One railroad commissioner took an emergency meeting on
Wednesday as an opportunity to slam windmills and solar arrays
that have become a bigger and bigger part of Texas’s energy
mix.

“The take away from this storm shouldn’t be the future of
fossil fuels but rather the danger of subsidizing and
mandating unreliable, intermittent resources,” Commissioner
Wayne Christian said.

The state’s gas stockpiles are wundergoing “maximum
withdrawal,” Christi Craddick, the commission’s chairman, said
at a Wednesday media briefing with the governor and other
state officials. She added that some gas plants in South and
West Texas are resuming operation amid a thaw.

Top State

Texas produces more gas than any other state, with output at
about 23 billion cubic feet a day before the deep freeze,
BloombergNEF data show. That'’'s about a quarter of total
production from the Lower 48 states. Its two liquefied natural
gas export terminals consumed about 4 billion cubic feet a day
of gas before the polar blast.

Abbott asked the Freeport LNG export terminal earlier in the
week to dial back its operations. Freeport said it was
shutting down two LNG production units in response. Gas flows



to all U.S. LNG export terminals fell to a 2-year low on
Tuesday.

Texas also exports gas by pipeline to Mexico. Gas is flowing
again via the Nueva Era conduit between the two nations after
the extreme cold interrupted its operation earlier in the
week, according to one of the pipeline’s owners.

Abbott also said Wednesday he and other state governors had
expressed concern on a conference call with President Joe
Biden about the severe spikes in natural gas prices amid the
crisis. Spot prices in neighboring Oklahoma rocketed to over
$1,000 per million British thermal units Wednesday, increasing
more than 100-fold from a week earlier.

La présidence de Biden offre
de « nouvelles opportunités »
pour débloquer le gaz de la
Méditerranée de 1’Est
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Athenes, Gréce : Le monde post-Covid aura toujours besoin de
gaz naturel de la Méditerranée de 1’'Est et 1le nouveau
président de 1’'Amérique pourrait avoir les bonnes références
pour surmonter les obstacles diplomatiques, c’'est ce qu’un

vétéran de la scene énergétique régionale a déclaré mercredi
lors d’une conférence a Atheénes.

Roudi BAROUDI, PDG d’Energy and Environment Holding, un
cabinet de conseil indépendant basé au Qatar, a déclaré, le
premier jour des Dialogues d’Athenes sur 1’énergie, que Biden
avait plusieurs qualités qui pourraient lui permettre de
briser 1’impasse.

Baroudi a déclaré dans les remarques transmises par un lien
vidéo que « dans le passé, Biden a démontré une compréhension
considérable des problemes affectant la Méditerranée de 1'Est
ainsi qu’'une perspective qui met en faveur des solutions



juridiques et diplomatiques ».

En outre, il a déclaré a un public comprenant des
personnalités clés de 1'énergie, des finances et du
gouvernement que le nouveau président « a déja exprimé sa
détermination a réaffirmer certaines des prérogatives clés de
Washington sur la scene internationale. Il s’agit notamment de
son role stabilisateur traditionnel en Méditerranée, ainsi que
sa défense du NATO, qui se trouve inclure a la fois la Grece
et la Turquie, apres quatre ans ou Donald Trump a sapé
1’alliance a chaque occasion ».

Les récentes découvertes du pétrole et du gaz offshore ont
ramené les tensions gréco-turques mijotant depuis longtemps au
premier plan, Ankara devenant beaucoup plus affirmée quant a
ses revendications maritimes, en particulier lorsque celles-ci
se chevauchent avec celles de la Grece et de Chypre.

BAROUDI, qui pendant des années a défendu la coopération dans
le domaine de 1’énergie comme un moyen d’'apaiser les tensions
entre plusieurs pays de la Méditerranée de 1l’est, a récemment
écrit un livre sur la facon de régler les revendications
concurrentes dans la région. Plus précisément, les «
différends maritimes en Méditerranée de 1’Est: 1la voie a
suivre examine les outils et modeles définis dans 1la
Convention des Nations Unies sur le Droit de la Mer (UNCLOS).

I1 a déclaré a l’auditoire que 1'UNCLOS « fournit tous les
outils et bases procédurales pour la résolution pacifique »
des revendications rivales.

BAROUDI ajouta : « La résurrection par Biden d’une politique
étrangere américaine plus conventionnelle signifie de
nouvelles opportunités pour la Grece, la Turquie et d’autres
pays de la région pour tracer un avenir plus coopératif et
plus productif ». « Les prix dans cette tentative comprennent
non seulement une réduction des tensions et une facilitation
de milliards de dollars de ventes et d’économies d'énergie,



mais aussi un élément crucial de la transition de la région
vers un avenir a plus faibles émissions de carbone ».
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Avec plus de 40 ans d'expérience dans le secteur de 1’'énergie,
BAROUDI a contribué a faconner les choix politiques et
d’'investissement pour les entreprises, les gouvernements, les
investisseurs et les organisations supranationales comme 1'ONU
et 1'Union européenne. Il a expliqué aux journalistes apres
son discours que cela a également un “role clé dans le
maintien des tensions ».

OpitAia k. Roudi Baroudi,
Athens Energy Forum 2021
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H mpoebpia Mndivtev mpoopépel «vé€eg evkalpiec» va EekAe1dwoe
TO QUO1KO aéplo otnv AvatoAlkr Mecdyetro.

ABAva, EAAGDBa : «0 kOopog otnv petd Covid emoxr Ba €EakoAovOet
va xpeldletatl Quolkd agplo amd tnv AvatoAilkA Mecdyeio Kol o
véog mpdedpog twv HMA {owg va €xel Ta KATAAANAQ diamioTtevTApla
Wote va mpoomnepdoel TA H1MAWMATIKG eumodia» €vag PetepdvoC NG
MEPLPEPELAKAC EVEPYELAKAC oknNvAC dAAwce o€ ouvédplo otnv ABRAva
v Tetdptn.

0 PovUvti Mmapovvti, Alrevblvwv XOuBouvAo¢ tn¢ Energy and
Environment Holding, plia aveEdptnTtng oVUPOVAEVTIKAC €Ttalpeioag
ue €6pa 1o Katdp O6NAwcoe tnv mpwtn MEPa Tov ocvvedpiov Athens
Energy Dialogues, 6t1 0 Mmoivtev €xel MOAAEC 1KOVOTNTEC TOUL O«
MTTOPOoVOoaY va TOL EMITPEYOUY va AVoel Tov YyOpdio deouod.

«0 Mnoivtev o010 MaPeEABOY €xel emdbeifer a&rompdoekTn Katavonon



o€ B€uata mov a@opovv TNV AvatoAilkn Mecdyeio , KaBWG esmiong o€
Mla mpoomTiKh mov H6ivel €ugaon O6€ VOUIKEC KAl OHITMAWUATUIKECG
AVog1g» Tévioe 0 K. Mmopouvtl otnv diladiktuvakh TomoOETNnorn TOV.

EminAéov, vmMoypauulce, o6€ €va KOlvd TOL amoTteAovvTav amd
EKTIPOOWMOUC TNG KuLuB&pvnong, TOU EVEPYELAKOD KOl TOVL
EMUYXELPNUATIKOD TOMEX, O vEOG mpoedpog €xel Ndn dHiratunwoer tnv
amo@aoloTikOTNTA va enavoBeBailwoel oplopéva amnd Ta Baoikd
npovOuta tTng Ovdoilyvktov otn O61eBvhl oknvh. Xe avtd
neplAauBavetatrl o nmapadoolakdg otabepomoinTiKOC TNG POAOGC OTN
Meocdyelo kKabwc emiong¢ kot n vmepdomnion tov NATO , péEAN TOUL
onmoiov n EAAGda katl n Toupkia Kol €vy) Ta TeEAevtala TEooEpQ
xpévia n d6irakvBEpvnon tov NtéAavt Tpaum LMOVOUEVLOE Th CLPPAX
ME KABe eukailpla.

Npbogatec avakaAvyelc off shore metpeAaiov kal @uoilkoL agpiov
EPEPAV T1GC OVO1XTEC eml dekaetieg €AANVOTOUPKIKEG €EVTACELG
M&A1 ©6TO TMPOOKAV1IO, ME TNV AyKvpa va yiveTtat meplocdTEPO
QTMOPUG1OT1KI OTOULG 10XVPLOMOVG TNC €mMl TWV OaAocoiwv Cwvwv
16taitepa oe auvtég mov €xel aviimapddeon Pe TNV EAAGDA KO
tnv Kompo.

0 K. Mnopovvtl o0 omoiog emt Ypdvia £XEL MPWIAYWVIOTACEL OTN
ovvepyaocola emnl Twv OepdTwv e€véEpyelag, , Eypaye mpdédopata £va
B1BA{o ylia TOUGC OLUPBLBACHOUVC TOUL AMALTOUVTIAlL METAED TWV
AVTOYWV1O0T1LKWOY 10XVPLOMWY OTNv TEPLOXN WG €vag Tpomog va
odbnyAocel otnv AamoKAlHdKwon TNG €vtaong METAED TWV XWPWV TNG
AvatoAlkAG Mecoyeiov. Xvykekpilpéva oto BiBA{o tov pe tTiTAO
«A10QopEC €ml Twv BaAdoolwv OeudTwv otnv AvatoAilkAf Meodyeio: 0
TPOMOC va TAUE uMpooTd» eEetdlel T €pyaAeia Kal ol €vkalpieg
nov amnoppéovv amd tn XvuBaocn yra to Aikaio TG OAANCCOHC TWV
Hvwuévwy EGvov ( UNCLOS)

H oOuPBaocn, eimne oto akpoatAplo, mMaApEXEl OAa Ta epyaAeio Kol
T1¢ Oradikaotikég PBdoeilig yia tnv €1pnvikfl emniAvon Twv
AVTLUMAXOUEVWY 1OXVPLOMRV.

H evepyomoinon tou MmalvTeEV O€ HM1O TM1O0 OUVMBATIKA EEWTEPLKNA



MOA1T1KA Twv HMNA onuaivel véeg svkaipleg yia tnv EAAGda, TNV
Tovpkia Kal GAAEC XWPEC TNC MEPLOXAC va oxedidoouv €va Tmio
OUVVEPYAO1UO Kal Tapoywylkd pEAAOvV, mpdobece o K. MmapovvTl.

Ta ké€pbn o€ avthA TNV mpoomndbela meEPLAaUBAvouv O6x1 HOvVO TN
neiwon tTwv €vtdoewv Kat tn H1EVKOALYVON TWV TMWANCEWYV EVEPYELQC
af{oac Oroekatoppvpiwv doAapilwv aAAGd Ba amoteAEcel £€va
ONUAVT1KO mopdyovta otn MHeTafiBaocn tTNG MEPLOXNG OE €va PEAAOV
ME YaunAdTepeg ekmounég 61o&e1dbiov tTov dvbpaka.

Me mepilocdtepa amd 40 xpoévia eunerplag otn Brounyavia TNC
EVEPYELNG, O K. Mmapovvtli €xel BonbAcoel otn dlraudpoewon
MOALTIKWOV KOl EMEVOVTIKWY €mMIAOYWYV yla €talpelecg, KuvBepvAcerg,
enMevbuTtéC Kal d1eBveic opyaviopovg O6nwg o OHE kot n Evpwnaiki
Evwon. H teAgvtala, O6nwg €EAynoe otoug dnuooiloypdeovg HETA TNV
oMuiAtla Tov, maitlel €va onuoavTtiké pOAO OTO VO KPATA TG
EVTACELG XOUNAL.
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BIDEN PRESIDENCY OFFERS ‘NEW
OPPORTUNITIES’ TO UNLOCK EAST
MED GAS

Athens February
Energy 17 & 18
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ATHENS, Greece: The post-COVID world will still need natural
gas from the Eastern Mediterranean, and America’s new
president may have just the right credentials to overcome
diplomatic obstacles, a veteran of the regional energy scene
told a conference in Athens on

Wednesday.

Roudi Baroudi, CEO of Energy and Environment Holding, an
independent consultancy based in Qatar, told the first day of
the Athens Energy Dialogues that Biden had several qualities
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that might enable him to break up the logjam.

“Biden in the past has demonstrated considerable understanding
of issues affecting the Eastern Med, as well as a perspective
that emphasizes legal and diplomatic solutions,” Baroudi said
in remarks delivered by video link. In addition, he told an
audience including key energy, finance, and government
figures, the new president “has already articulated a
determination to reassert some of Washington’s Kkey
prerogatives on the international stage. These include its
traditional stabilizing role in the Mediterranean, as well as
its championing of NATO, which happens to include both Greece
and Turkey, after four years of Donald Trump undermining the
alliance at every opportunity.”

Recent discoveries of offshore oil and gas have brought long-
simmering Greco-Turkish tensions back to the front burner,
with Ankara becoming much more assertive about its maritime
claims, especially where these overlap with those of Greece
and Cyprus.

Baroudi, who for years has championed cooperation in energy as
a way of defusing tensions among several East Med countries,
has recently written a book about how to settle competing
claims in the region. Specifically, ‘Maritime Disputes in the
Eastern Mediterranean:

The Way Forward’ examines the tools and templates laid down in
the United Nations Convention on the Law of the Sea (UNCLOS).

UNCLOS, he told the audience, “provides all the tools and
procedural bases for the peaceful resolution” of rival claims.
“Biden’s resurrection of a more conventional US foreign policy
means new opportunities for Greece, Turkey, and other
countries in the region

to chart out a more cooperative and more productive future,”
Baroudi added. “The prizes in this endeavor include not just a
reduction of tensions and the facilitation of billions of
dollars worth of energy sales and savings, but also a crucial
component of the region’s transition



to a lower-carbon future.”
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With more than 40 years of experience in the energy industry,
Baroudi has helped shape policy and investment choices for
companies, governments, 1investors, and supranational
organizations like the UN and the European Union. The latter,
he explained to reporters after his

talk, also has a “key part in keeping the tensions down”.

Global 0il Markets Are Now
Balanced, Russia’s Novak Says
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(Bloomberg) — Global oil markets have rebalanced following
last year’s historic collapse in demand, according to Russia’s
deputy prime minister.

“The last few months we have seen low volatility, which means
the market is balanced, and the prices we see today certainly
correspond to the situation in the market,” Alexander Novak
said on state television channel Rossiya 1 on Sunday. Crude
will probably average $45 to $60 a barrel this year, according
to Novak, who was Russian energy minister before President
Vladimir Putin promoted him in November.

Benchmark Brent crude has surged 22% this year to top $63 a
barrel as energy use recovers in the U.S. and China and
nations roll out coronavirus vaccines. Prices have also been
buoyed by deep supply cuts from the Organization of Petroleum
Exporting Countries and its partners, who are trying to clear
surplus stockpiles built up during the pandemic.

The oil market “has partially recovered, but not completely
yet,” Novak said, adding that global demand was about 8% to 9%



below pre-pandemic levels by the end of last year, compared
with a decline of 20% to 25% in April and May.

Most members of the OPEC+ coalition, which has been gradually
restoring barrels halted during the crisis, are pausing the
process for two months. But Russia secured a 65,000-barrel-a-
day increase in its quota for February and March, while Saudi
Arabia is implementing a unilateral cut of 1 million barrels a
day. OPEC+ ministers will meet in early March to discuss next
steps.

Novak also commented on the Nord Stream 2 project, a natural
gas pipeline being built under the Baltic Sea from Russia to
the German coast. Despite U.S. sanctions targeting the
project, it will be completed, Novak said. Work on the line
resumed in late 2020 after being halted for a year.

(Updates with further Novak comment in fourth paragraph.)

For more articles like this, please visit us at bloomberg.com

US o1l demand 1s emerging
after months of Covid
paralysis
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Bloomberg / New York

US oil demand is finally starting to emerge from the grips of
pandemic after months with Asia serving as the lone bright
spot in the global market market.

American refiners are processing the most crude since the
economy ground to a halt in March in anticipation of a
vaccine-driven boost in gasoline demand this summer. The
uptick means that the refiners are competing for domestic
barrels that for months were sent to more robust markets in
Asia. Prices for cargoes of grades like West Texas
Intermediate crude have picked up by at least 50 cents a
barrel from earlier this month.

The return of US demand, which began when a global vaccination
campaign kicked off in December, is the latest development in
0il’s recovery from the depths of the pandemic. For months oil
prices were managed by Opec and its partners with production
cuts, without the help of demand outside of Asia.

As domestic oil demand recovers, it could meet with supply
shortages. Economic-driven output declines took about 2mn
barrels a day of local crude off the market from the peak of
13.1mn, after dozens of drillers slashed budgets and filed for
bankruptcy. The US government sees production recovering to



only 11.5mn barrels a day in 2022.

Rosneft Returns to Profit,
Signaling 2020 Dividend
Payments

yRiEE

= — .

Russian o0il giant Rosneft PJSC returned to profit in the
fourth quarter of 2020 after signing a multibillion dollar
deal to sell a share of its Vostok 0il mega-project in the
Arctic to trader Trafigura Group.

The results signal that the producer will be able to pay a
dividend for 2020 even after historic crude-price declines and
production cuts. The company reported a record quarterly net
income of 324 billion rubles ($4.36 billion) in the three
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months through December, above analyst estimates. That offset
earlier losses, resulting in a full-year profit of 147 billion
rubles.

“Despite all the difficulties of 2020, the company has
achieved a net income, which will be the basis for the
distribution of dividends,” Chief Executive Officer Igor
Sechin said in a statement on Friday. Rosneft’s management
will recommend the board to make 2020 payouts to shareholders
fully in line with the company’s dividend policy, First Vice-
President Didier Casimiro said on a call with investors.

Big 0il has mostly reported disappointing fourth-
quarter earnings, signaling the industry’s recovery from the
pandemic will be long. While most international producers,
such as Royal Dutch Shell Plc or Exxon Mobil Corp., remain
committed to making or even raising dividend payouts,
investors question just how soon the sector will be able to
improve its cash flow.

Russian oil companies have been under even more pressure due
to output constraints that are part of the country’s deal with
the Organization of Petroleum of Exporting Countries.
Accounting for 40% of the nation’s total crude production,
Rosneft bears the biggest burden.

Based on its full-year results, the producer, which
distributes a half of its net income to shareholders, is set
to pay some 7 rubles per share in 2020, according to estimates
from BCS Global Markets and Sova Capital. That would be
Rosneft’s smallest shareholder payout since 2016. The company
scrapped its interim dividend for 2020 after losing money 1in
the first half of the year.

Rosneft shares advanced as much as 1.1% to 506.50 rubles, the
highest level in more than three weeks.



Arctic Foray

Rosneft expects Vostok O0il, an ambitious Arctic
development valued at $85 billion, to drive future dividend
yields and shareholder value, Sechin said.

Rosneft received 7 billion euros from Trafigura for 10% of
Vostok 0il in December, according to the financial statement.
The deal allowed “for the practical start of the execution of
the project,” Sechin said.

The Vostok project envisions production of some 25 million
tons of oil per year, or around 500,000 barrels a day, in
2024, and twice as much in 2027. At its peak, the remote
development is set to produce as much as 100 million tons per
year. That compares with Russia’s total crude oil and
condensate production of 513 million tons for 2020.

Rosneft is in discussions with other potential partners in
Vostok 0il, Casimiro said, adding that international trading
houses, global oil majors and crude-importing nations 1like
India are interested. Russia will keep a controlling stake in
the development, he said.

Total quits US oil lobby over
climate policies
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Total yesterday became the first major energy company to quit
the main US oil and gas lobby due to disagreements over 1its
climate policies and support for easing drilling regulations.
Total said it would not renew its 2021 membership with the
American Petroleum Institute (API) following a review of the
lobby’s climate positions, describing them as being only
“partially aligned” with Total's.

Its withdrawal from the century-old API comes ahead of a
sweeping change in policy direction in the United States, with
incoming President Joe Biden promising to tackle climate
change and bring the country to net-zero emissions by 2050.
The points of difference include API’'s support for the
rollback of US regulation on emissions of methane, a potent
greenhouse gas, for oil and gas drillers as well as on how to
assign a price to carbon, seen as a critical method to curb
emissions.

“As part of our Climate Ambition made public in May 2020, we
are committed to ensuring, in a transparent manner, that the
industry associations of which we are a member adopt positions
and messages that are aligned with those of the Group in the
fight against climate change”, Total chief executive Patrick



Pouyanné said.

In a statement, the API thanked Total for its membership.

“We believe that the world’s energy and environmental
challenges are large enough that many different approaches are
necessary to solve them, and we benefit from a diversity of
views,” the API said.

Total’s operations in the United States include a number of
offshore o0il and gas fields in the Gulf of Mexico, a major
refining and petrochemical plant in Port Arthur, Texas as well
as renewable energy businesses.

Total last year announced plans to cut its carbon emissions,
with the aim of reaching net zero emissions from 1its
operations and its energy products sold to customers in Europe
by 2050 or sooner.

Europe’s top energy companies, including BP and Royal Dutch
Shell, have outlined plans to curb emissions and boost
renewable energy output following years of growing investor
pressure.

Total, BP and Shell have already pulled out of the American
Fuel & Petrochemical Manufacturers, a US oil refining group,
also due to differences over climate policies.

They also said they would regularly review their alignment
over climate with industry associations but until Friday those
companies had elected to remain in API, the primary trade
group for the oil and gas industry.

BP last year decided to remain in the API even though it was
only partially aligned with the lobby.

Andrew Logan, director for oil and gas programmes and clean
energy investor group CERES, said the announcement was
significant and would put pressure on other European oil
majors.

“Given the size and influence of API, this is a much more
significant move than previous decisions to pull out of more
niche trade groups like AFPM.

I think that we will see other companies follow suit,” Logan
said.



Freight Boom Fires Buffett
Trains, Maersk Ships and 01l
Prices

Tl
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(Bloomberg) — A great global restock is at hand, filling
ships, trucks and trains, and also firing oil demand.

During the depths of China’s coronavirus crisis at the start
of the year, shipping behemoth A.P. Moeller-Maersk A/S
reported an unprecedented number of canceled sailings as the
Asian country all but shut itself off from the world. Since
then, the company’s shares have surged to the brink of a
record in Copenhagen. In the U.S., BNSF Railway Co., the
freight giant owned by Warren Buffett, is riding a boom that’s
pushed the number of carloads and containers it hauls up year-
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on-year in recent weeks.

A shift in consumer behavior, particularly in western
countries, has driven oil prices above $50 a barrel in the
past few weeks. People have been diverting expenditure
previously earmarked for now-unattainable things - 1like
holidays and meals in restaurants — toward purchasing physical
goods. And that’s only the start of it: stores, warehouses and
industries have undertaken a huge inventory restocking phase.
As more boxloads of stuff get moved across the planet, so
demand for fuel to power ships, trucks and freight trains has
soared.

n

“This is the perfect storm for global container flows,” said
Lars Mikael Jensen, head of network at Maersk, which marshals
a fleet of almost 700 ships. “The current restocking in the
U.S. and Europe raises demand, whilst global measures to
contain the pandemic cause severe strain across the supply
chain from lack of vessels, containers and trucking capacity.”

While beneficial to oil prices and freight haulers, the boom
is straining important transport infrastructure. Bottlenecks
are worsening at ports around the world, contorting supply
chains for everything from car parts to cosmetics. The recent
closing of freight deliveries from France into the U.K. serves
as a reminder that things could become even more snarled — but
also that the full economic and trade impacts of the
coronavirus remain far from certain.

Los Angeles is emblematic of the turnaround in activity.
Together with Long Beach, L.A. 1s a corridor for the import of
goods from Asia into the U.S. Earlier this year, thousands of
empty containers were sitting at the dock in Los Angeles, a
symptom of both trade tensions with China, and Covid. Today,
imported goods are now flooding in.

“Right now, what we are grappling with is a change in buying
habits,” said Gene Seroka, executive director of the Port of



Los Angeles. “Where we were once buying mainly services, now
you and I have turned back to buying products and those
warehouses need to be restocked. Folks have been ordering so
much for delivery, we can’t process it fast enough.”

Exports from China are surging, pushing the country’s trade
surplus to a record. The nation’s companies shipped $268
billion of goods in November, a 21% increase year-on-year.

In India, the lifting of lockdown restrictions and a full
resumption of intra-state vehicle movement led to a boost in
road transport fuel consumption in October, with diesel demand
growing more than 7% year-on-year, according to Senthil
Kumaran, head of South Asia oil at industry consultant FGE.

Shipping rates are going crazy. Moving a 40-foot steel box by
sea from Shanghai to the European trade hub of Rotterdam costs
about $6,500 per container, the most for the time of year
since at least 2011, according to data from Drewry.

The trends matter for the oil market because trucking accounts
for about 16% of global oil consumption and almost half of all
diesel demand, according to 2019 data from the International
Energy Agency.

The rebound in activity, combined with the onset of Northern
Hemisphere winter, has been lifting a previously disastrous
market for the fuel for about two months.

Back in September, the so-called crack spread — diesel’s
premium to crude — plunged as low as $2 a barrel in Europe.

As well as stuttering demand, a key cause of the diesel-market
weakness was a collapse in global aviation. 0il refineries
responded to that slump by diverting output of jet fuel into
making diesel instead, boosting output when consumption was
weak. In addition, because people were often staying off
public transport to avoid catching the virus, refineries
needed to keep high output levels to service gasoline demand —



further swelling diesel supply at a time when it wasn’t
needed.

Those dynamics have turned. Last week, the crack spread
rallied to $6.28 a barrel. That’'s at a time when the
underlying price of crude oil has also rallied strongly.

Keep on Trucking

In the U.S., freight by truck is the primary influencer of
diesel and viewed as a sign of the health of the wider
economy. Interstate miles covered by trucks are up above 9%
over last year, while traffic for all vehicles is down more
than 10%, federal Department of Transportation statistics
show.

A proxy for demand in U.S. is how much of a petroleum product
oil refineries supply. And in the week to Dec. 11, they
supplied 4 million barrels a day of distillate fuel oil, the
category that includes diesel. Back in May, that figure
slumped to 2.7 million a day, the lowest in decades, Energy
Information Administration data show. Stockpiles remain high
but are far less bloated than they were earlier this year.

The pull on diesel can be seen in excess demand for deliveries
this year. Data from consultant Freight Waves show that 26% of
requests for freight hauling are being turned down this
quarter, double the rejection rate from a year ago.

While trucking may be the mainstay of diesel demand, one of
the largest U.S. buyers of the fuel - after the Navy - 1is
Buffett’s BNSF Railway. It too reports surging activity.

“We have seen a strong recovery in intermodal volumes as an
increase in e-commerce sales drives demand for parcel and
truckload intermodal shipments on our network,” said Tom G.
Williams, BNSF group vice president consumer products. “As
cities and states began reopening, intermodal demand was
further supported by recovering brick-and-mortar retailers.”



Current volumes at some of BNSF’s intermodal facilities are as
much as 20% higher than they were at this time last year, and
the company is continuing to work with its customers to meet a
“consistent surge” in demand while replenishing inventories
that have been low since the onset of the pandemic, he said.

Even Europe

Over 1in Europe, the continent’s biggest owner of trucks
reports the same dynamics, filling the company’s fleet and
boosting usage of diesel.

n

“There 1is definitely a new consumer pattern,” said Kristian
Kaas Mortensen, an executive at Girteka Logistics, a Vilnius,
Lithuania-based owner of more than 7,500 trucks. “Because we
can’t give it face-to-face we are shipping it.”

Girteka is so busy that it’s giving overflow business to other
trucking companies. It anticipates the busiest year-end in its
history.

In Germany, miles driven by large trucks have been steadily
rising since September and are currently their highest in a
month, according to the nation’s statistics office. Polish
heavy traffic in the week to Dec. 20 is about 20% higher than
the equivalent year ago. It was a similar picture in the U.K.
prior to the country’s most recent set of lockdown rules.

But it’s a surge that’s global and may well be without
precedent, according to Gebr. Weiss, a 500-year-old firm that
lays claim to being the world’s oldest logistics company.

“Looking back at our history, you could say we’ve weathered a
few challenges: a war, a revolution or two but still, in all
my years in logistics I’'ve never had a year like this,” said
Gebr. Weiss board member Lothar Thoma. “Covid choked up,
disrupted transport arteries on a global scale, messed the
cycles of goods-in, goods-out, be it air, sea, rail or road.”



Exxon Signals Historic Fourth

Consecutive Loss on Demand
Hit

(Bloomberg) — Exxon Mobil Corp., which is struggling to
maintain a $15 billion-a-year dividend program, indicated it
incurred a fourth straight quarterly loss.

Exxon confirmed in a filing Wednesday it will take a writedown
of as much as $20 billion on its upstream assets, a
possibility first disclosed at the end of October. It also
reported much smaller non-cash impairments related to its
refining business.
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There were some positives. Higher oil and gas prices had an
impact of up to $1 billion on upstream profits compared with
the third quarter. The chemicals segment saw an earnings boost
of as much as $400 million due to improved margins. Exxon’s
shares were little changed in after-hours trading in New York.

Still, a fourth-quarter loss would confirm Exxon’s challenges
in covering both dividends and capital expenditures from
operational cash flow, and remains reliant on debt. The last
time the Irving, Texas-based company generated enough free
cash to cover its payout was the third quarter of 2018,
according to data compiled by Bloomberg.

Exxon is set to disclose its full quarterly results on Feb. 2,
amid one of the most-punishing periods in the company’s 150-
year history. Its stock cratered to a 22-year low during 2020
amid a worldwide glut of oil and collapsing demand that gutted
cash flow, spurring widespread job cuts. Exxon was kicked out
of the Dow Jones Industrial Average, warned it will incur the
biggest writedown of its modern history, and was assailed by
activist investors seeking better returns and more climate
accountability.

Exxon, which has long prided itself on its decades-long record
of annual dividend increases, may have opened the door to
changing course in late November, according to Cowen & Co.
analyst Jason Gabelman. Whereas company executives touted
Exxon’s “reliable and growing dividend” during an October
conference call, a Nov. 30 statement announcing writedowns and
spending cuts only mentioned its commitment to a “reliable”
payout, Gabelman said in a note to clients.



