The EU’s carbon border tax
could hurt developing nations

By Miriam Gonzalez Durantez And Calli Obern/ Stanford

In July 2021, the European Commission did something that no
other major governing body had ever attempted: It tied trade
policy to climate policy. Reaching the European Union’s goal
of cutting net greenhouse-gas emissions by 55% by 2030 will
require the EU to reduce emissions both at home and beyond its
borders. To this end, the Commission’s Fit for 55 initiative,
a package of proposals aimed at meeting the bloc’s emissions-
reduction target, includes a carbon border adjustment
mechanism (CBAM) — an import tax designed to corral other
countries into tackling climate change.

The CBAM would tax imported goods sold in EU markets on the
basis of their carbon content (the emissions required to
produce them), which depends on their material and energy
inputs. The proposed levy 1is intended to address so-called
carbon leakage, which occurs when businesses in the EU move
production to non-member countries with 1less stringent
emissions rules.
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In other words, Europe would no longer ignore the climate
effects of foreign goods. But while the measure could help to
reduce emissions and level the competitive playing field for
EU-based firms, the trade protectionism that it entails risks
hurting developing countries.

The CBAM will initially apply to the highest-emitting
industries most at risk of leakage — iron and steel, cement,
fertilisers, aluminium, and electricity generation — and will
likely be expanded to other sectors in the coming years.
Currently, EU-made products in these industries are taxed
under the domestic carbon price, but those from outside the
bloc are not. If a country already has a domestic carbon
price, the border tax will be lowered or waived; this is meant
to encourage countries to tax carbon in their own markets.
Those that cannot or will not institute a carbon tax will have
to pay the full levy.

The EU tax will be phased in over the next four years. By
2023, importers will be required to report emissions embedded
in the goods they import, though the tax on those emissions
will not be imposed until 2026. The €1bn ($1.1bn) of annual
revenue expected from the CBAM, as well as the €9bn in annual
revenue expected from the EU Emissions Trading System from
2023-2030 and taxes on multinational corporations, will
support the Union’s €750bn Covid-19 pandemic recovery fund.
These new sources of revenue will embed EU priorities -—
including the green transition — in the bloc’s budget for the
first time.

Though not yet approved, the proposed tax is already
influencing the decisions of policymakers and companies in the
EU’s trading partners. For example, Turkey and Indonesia plan
to introduce carbon taxes to mitigate the CBAM’s effects on
their economies. Turkey 1is highly exposed, because the EU
accounts for 41% of its exports. Indonesia exports billions of
euros’ worth of palm oil and chemicals to the EU — goods that
could fall under a broader border tax. Adopting a domestic
carbon price will allow them to avoid some or all of the CBAM
and keep the tax revenues instead of transferring them to the



EU.

Meanwhile, some EU-based companies in industries such as
computer hardware are looking to reshore manufacturing
operations ahead of the CBAM’s introduction. Their main motive
does not reflect the cost of the tax so much as the likely
complexity, bureaucracy, and unpredictability of the system.
It is easier and cheaper for companies to relocate production
to the EU and avoid the administrative hurdles that the CBAM
could create.

Such shifts will be a win for the EU’s economy and the
environment. And Russia’s invasion of Ukraine could accelerate
the EU’s efforts to achieve greater economic self-sufficiency,
not least by reducing its dependence on energy-intensive
imports of Russian iron and steel.

But developing economies, which often depend on manufactured
products, will likely experience an outflow of activity as
firms relocate to the EU. Rather than addressing only carbon
leakage and leaving developing countries to adapt as best they
can, the EU should allocate part of the revenue from the
proposed CBAM to help foster a just green transition for
poorer countries.

It is not easy or cheap to decarbonise energy-intensive goods
like cement and steel. But the EU could prevent negative
knock-on effects for developing economies — not only by
waiting for lower-income countries to introduce their own
carbon taxes (which will be a challenge given their limited
administrative capability in the field), but also by
supporting those that need the most help to reduce their
emissions.

Such support could be provided by dedicating resources and
technology to improve the efficiency of industrial processes,
financing renewable energy projects, and exempting the poorest
countries from the CBAM where necessary. The EU should also
dedicate part of the CBAM revenue to help developing countries
adopt cleaner technologies — to produce greener cement in
Vietnam or chemicals in Indonesia, for example — and thus
reduce emissions in the long run.



Europe sees itself as a global leader in the race to net-zero
emissions. By helping to finance the developing world’s green
transition, the EU could mitigate the protectionist threat in
its own climate agenda. — Project Syndicate

e Miriam Gonzalez Durantez is an international trade lawyer
and guest lecturer at Stanford University. Calli Obern, a
master’s candidate 1in 1international policy at Stanford
University, is a research fellow at Ecospherics, an advisory
firm focusing on environmental and national-security issues.

The coming green hydrogen
revolution

4

By Jean Baderschneider/ Washington, DC

Human-induced climate change 1is causing dangerous and
widespread environmental disruption and affecting the lives of
billions of people around the world. According to the
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Intergovernmental Panel on Climate Change, the world faces
unavoidable climate hazards over the next two decades. But,
with average annual global greenhouse-gas emissions reaching
their highest levels in human history between 2010 and 2019,
we are simply not doing enough to limit global warming to
1.5C.

The IPCC report released in April recommended that the world
rapidly reduce fossil-fuel supply and demand between now and
2050: by 95% in the case of coal, 60% for oil, and 45% for
natural gas. But how can we possibly achieve such ambitious
targets?

The answer 1is by switching to green hydrogen, which can be
produced from all forms of renewable energy, including solar,
wind, hydro, and geothermal. Green hydrogen is a zero-
emissions fuel; when produced through electrolysis, the only
“emission” 1is water. It is a practical and implementable
solution that, by democratising energy, decarbonising heavy
industry, and creating jobs globally, would help revolutionise
the way we power our planet.

A rapid acceleration of the green-energy transition can also
fundamentally alter the geopolitical Ulandscape, since
countries will no longer be powerful simply because of the
fossil fuels they produce. In 2021, Russia provided 34% of
Germany’'s crude oil and 53% of the hard coal used by German
power generators and steelmakers. Russian-piped natural gas
was Germany'’s largest source of gas imports in December 2021,
accounting for 32% of supply. Since Russian President Vladimir
Putin launched his horrific, unjust war 1in Ukraine 1in
February, fossil-fuel exports to Europe have been earning
Russia roughly $1lbn a day.

But since the start of the invasion in February, European
Union countries in particular have moved quickly to reduce
their energy dependence on Russia, recently agreeing to ban
all seaborne imports of Russian o0il. These new sanctions
against Putin’s war machine could cut the amount of oil the EU
buys from Russia by 90% this year. The United States has
declared a complete ban on Russian o0il, gas, and coal imports,



while the United Kingdom is phasing out imports of Russian oil
by the end of 2022.

These policies have sent fuel prices soaring. But sharply
higher prices have also highlighted the opportunity to drive
down energy costs by investing in renewables and the
production of green hydrogen.

New research suggests that green hydrogen will be competitive
with fossil fuels over the next decade. The cost of green
hydrogen is expected to decline significantly by 2025 and to
fall to $1 per kilogram by 2030 in favourable locations such
as Australia. For comparison, grey hydrogen, which is made
using polluting liquefied natural gas, currently costs around
$2 per kilogram.

Some advocate using LNG to “solve” the current energy-security
crisis, but “natural gas” contains methane, and the IPCC says
that we must reduce use of natural gas by almost 45% by 2050;
adding more to the energy mix now would be a catastrophic
mistake.

So, there is now a global race for green energy, and
specifically for green hydrogen. Dozens of countries that have
abundant renewable-energy sources can develop energy
independence by producing green hydrogen at scale. And energy
importers will not have to rely only on the few countries
(such as Russia) that have a natural endowment of fossil
fuels.

In a recent report, the International Renewable Energy Agency
said that (green) hydrogen can bolster energy security in
three main ways: by reducing import dependence, mitigating
price volatility, and boosting energy systems’ flexibility and
resilience through diversification. As technologies improve,
the cost of green hydrogen will fall. We must do everything we
can to accelerate this process.

Companies like Fortescue, where I am a board director, are
investing significantly in green hydrogen and will help to
replace Russian fossil fuels with green energy. Fortescue
recently announced an agreement with Germany’s largest energy
distributor, E.ON, to supply Europe with 5mn tonnes of green



hydrogen a year by 2030 — the equivalent of one-third of the
calorific value of the energy that Germany currently imports
from Russia.

But while rapid changes in the energy and geopolitical
landscape present a clear opportunity to address the energy
and climate crises simultaneously by investing in green
energy, there is a clear perception of unfairness when
developed countries claim that relatively low-emitting
developing economies need to shut down fossil-fuel use. Why
should they risk slowing their development to address a
problem they played no part in causing?

It's a valid question. Policymakers will need to account for
developing countries’ interests during the green transition
and enhance funding and incentives for them to move to clean
energy as the basis of industrialisation.

The world is clearly at a fork in the road. We can remain
locked into a costly, polluting future that is hideously
inefficient and empowers only a handful of fossil-fuel-rich
countries. Alternatively, we can choose a green revolution of
low-cost energy for all that keeps our future secure from
pollution, global warming, and dictators. Given that green
energy has the power to democratise global supply as more
countries achieve energy independence, the choice 1is not
difficult. — Project Syndicate

e Jean Baderschneider is a non-executive director of Fortescue
Metals Group.

Saudi Aramco says global
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energy transition goals are
‘unrealistic’

—

AFP / Riyadh

0il giant Saudi Aramco’s chief on Tuesday blasted
“unrealistic” energy transition plans, calling for a “new
global energy consensus”, including ramped-up investments in
fossil fuels to address painful shortages.

Speaking at a conference in Switzerland, Amin Nasser, head of
the world’s biggest crude producer, lamented a “deep
misunderstanding” of what caused the current energy crunch and
said a “fear factor” was holding back “critical” long-term oil
and gas projects.

“When you shame o0il and gas investors, dismantle oil- and
coal-fired power plants, fail to diversify energy supplies
(especially gas), oppose LNG receiving terminals, and reject
nuclear power, your transition plan had better be right,” he
said.

“Instead, as this crisis has shown, the plan was just a chain
of sandcastles that waves of reality have washed away.

“And billions around the world now face the energy access and
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cost of living consequences that are likely to be severe and
prolonged.”

The primarily state-owned Saudi Aramco last month unveiled
record profits of $48.4bn in the second quarter of 2022, after
Russia’s invasion of Ukraine and a post-pandemic surge 1in
demand sent crude prices soaring.

Yet even as it benefits from the current energy crisis, Riyadh
has long complained that focusing on climate change at the
expense of energy security would further fuel inflation and
other economic woes.

With consumers and businesses in Europe facing soaring bills
as winter approaches, the causes of the crisis run deeper than
the Ukraine war, Nasser said Tuesday, asserting that the
warning signs were “flashing red for almost a decade”. They
include declining oil and gas investments dating back to 2014
and flawed models for how quickly the world could transition
to renewable sources, he said.

The “energy transition plan has been undermined by unrealistic
scenarios and flawed assumptions because they have been
mistakenly perceived as facts”, Nasser said.

His proposed “new global energy consensus” would involve
recognising long-term needs for oil and gas, enhancing energy
efficiency and embracing “new, lower-carbon energy” to
complement conventional sources. Nasser nonetheless said there
should be no change in global climate goals.

Riyadh has come under intense outside pressure in recent
months to ramp up oil production, including during a visit by
US President Joe Biden in July.

So far it has largely rebuffed those appeals, co-ordinating
with the Opec+ alliance it jointly leads with Russia.

Earlier this month the bloc agreed to cut production for the
first time in more than a year as it seeks to lift prices that
have tumbled due to recession fears.

Long-term, Saudi Arabia plans to increase daily oil production
capacity by more than 1lmn barrels to exceed 13mn by 2027.
Crown Prince Mohamed bin Salman has also tried to make
environmentally friendly policies a centrepiece of his reform



agenda.

Last year, Saudi Arabia pledged ahead of the COP26 climate
change summit to achieve net zero carbon emissions by 2060.
Saudi Aramco, for 1its part, has pledged to achieve
“operational net-zero” carbon emissions by 2050. That applies
to emissions that are produced directly by Aramco’s industrial
sites, but not the C02 produced when clients burn Saudi oil in
their cars, power plants and furnaces.

Israel’s Karish Offshore Gas
Field: Facts and Figures
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The country and its energy partners have found a more
efficient way to exploit smaller offshore reserves, though
Western officials should temper any expectations that such
developments will help ease the global energy crisis.

Amid a verbal row between Israel and Lebanon, developing the
Karish natural gas field represents a way forward for
exploiting smaller offshore hydrocarbon discoveries 1in
Israel’s exclusive economic zone (EEZ). The field’s 1.75
trillion cubic feet (tcf) of reserves are much less than the
estimated volumes in Israel’s two producing fields, Leviathan
(35 tcf) and Tamar (7.1 tcf). But even before the recent sharp
increase in gas prices, Energean, the Greek-British license



holder for Karish, decided the best way to exploit the field
was by linking its development to two other small fields in
the area, Karish North and Tanin.

Key to this task is the Energean Power, a floating production
storage and offloading vessel (FPSO) that took up position
fifty miles off Israel’s northern coast last week and is due
to start production in the third quarter of this year. The
vessel will use multiple anchors in water 5,500 feet deep to
maintain its position. Seabed equipment linking to the gas
field below will then be connected by hoses to the FPSO. Once
gas is flowing to the vessel, it will be processed onboard,
cleaning it of oil products and water before it descends by
other hoses to the seafloor and connects with a pipe that
takes it ashore. Using a pressure control device close to the
beach, it will then enter Israel’s gas grid to supply power
stations. Meanwhile, the separated oil products and waste will
be collected by a small tanker mooring alongside the FPSO
every two weeks or so, and the separated water will be cleaned
and pumped back into the sea.

In Israeli domestic political terms, the crucial advantage of
the Energean Power 1is that it 1s not visible to local
residents (read: voters). In contrast, the production platform
for the Leviathan field is visible just a few miles offshore
from the hilltop resort of Zichron Yaakov south of Haifa,
leading to protests—though the tall chimneys of the nearby
Hadera power station have escaped such complaints. As for
Tamar, its platform is located out of sight thirteen miles off
the coast of Ashkelon far to the south, but its gas still
needs additional processing at the Ashdod onshore terminal. In
terms of potential security threats, the existing facilities
for Leviathan and especially Tamar are closer to the Hamas-
controlled Gaza Strip.

Another plus for the Energean Power 1is that it can be
connected with relative ease to additional fields in the area
for which Energean holds the license, without the vessel



needing to change location. The Karish North field is due to
come online in the second half of 2023. Energean also judges
that reserves in the “Olympus” area of Block 12 slightly
further south will be commercially exploitable, though its
latest drilling suggested only 0.28 tcf of reserves rather
than the hoped-for 0.7 tcf. By carefully phasing such
exploitation, the company hopes to maintain a steady
production stream and offset the decline that occurs over the
usual fifteen-year lifespan of an individual field.

In total, the Energean Power can handle 8 billion cubic meters
(bcm) of gas per year. Setting aside the sometimes-confusing
mix of metric and U.S. units of measurement represented by
such figures, this amount will help meet Israel’s expanding
demand for energy. For example, desalination alone consumes 10
percent of the country’s electricity. Eventually, surplus gas
will be available for export, with Egypt as the first
customer—though the purchase terms for Karish and Tanin do not
permit Energean to export from those two fields.

The Lebanese Angle

Energean’s planning seems unaffected by Lebanon’s expanding
claims for its EEZ, which encroaches on the Karish field. When
tugboats moved the Energean Power into position last week,
Hezbollah issued threats, and U.S. special envoy Amos
Hochstein quickly visited Beirut to calm tempers.

From Israel’s point of view, Karish is firmly in its EEZ.
Moreover, dealing with threats against its gas installations
is nothing new—the Leviathan platform is in range of both
missiles from Lebanon and rockets from Gaza. Israel’s main
answer to this problem is deterrence, the implication being
that any action or immediate threat against such installations
would be dealt with either preemptively or through massive
retaliation.
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Israel and European Energy Demand

The volumes achievable from Karish and similar gas fields are
significant for Israel but not in global terms. For
comparison, Leviathan produces about 12 bcm per year and Tamar
less than 10 bcm, while Europe’s annual demand for gas was
around 400 bcm even before the Ukraine crisis, with Russia
supplying more than 40 percent of that amount. Clearly,
increased Israeli exports would have minimal impact on this
imbalance.

Nevertheless, planners are considering ways to increase
Israeli production. Leviathan volumes can grow, albeit with a
commensurate increase in the size of its controversial
offshore platform. Israel may also be able to export gas more
widely than its current arrangements: by pipeline to Jordan
(where 80 percent of electricity is produced by Israeli gas)
and Egypt (whose apparently insatiable domestic energy market
is not sufficiently fed by the country’'s 75 tcf of gas
reserves and estimated annual production of 65 bcm).

Currently, any exports further afield would need to be
funneled via one of Egypt’s liquefied natural gas plants on
the Nile Delta coast. Israel may eventually be able to use a
floating LNG platform off its own coast to load specially
built tankers with Leviathan gas, though rough seas in winter
could make this approach infeasible. Another consideration is
a potential pipeline to Cyprus, where an LNG vessel moored in
port could supply the island’s modest domestic market while
still leaving most of the Israeli product available for export
further abroad. A proposal for a seabed line to take Israeli
gas to Greece is effectively dead after the U.S. government
signaled that the plan was logistically and commercially
impractical.

Meanwhile, Israel, Egypt, and the European Union are expected
to sign a memorandum of understanding on increasing gas
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exports, though it is difficult to see what immediate
practical effect this will have. Israel’s Ministry of Energy
will also open another round of bidding for licenses to
explore in its EEZ. The degree of interest shown in this round
will indicate how international energy companies currently
regard the attractiveness of Israeli prospects.

Simon Henderson 1is the Baker Fellow and director of the
Bernstein Program on Gulf and Energy Policy at The Washington
Institute.

Qatari Minister: No ‘Quick
Fix’ to EU Gas Crisis

There is not much Qatar can do to alleviate Europe’s gas

crisis in the short term due to contractual commitments,
Qatari Energy Minister Saad al-Kaabi tells Energy Intelligence
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— but further out, in five to seven years, new Qatari LNG
exports to Europe should be significant. In an exclusive
interview, al-Kaabi said production from the Golden Pass LNG
project in the US, where QatarEnergy partners with Exxon
Mobil, is due on stream in 2024 and is “already earmarked for
Europe.” Up to half of new output from Qatar’s 48 million ton
per year North Field mega-expansion could also go West of Suez
when it starts up from 2026. Al-Kaabi also serves as head of
state-owned QatarEnergy, which is in active discussions with
customers for the new supplies. Significantly, targeted
contract durations are shorter than the 20-year deals seen in
Qatar’s original LNG expansion, reflecting European reluctance
to lock into gas supplies long-term. “I think 10-15-year deals
are probably what are most acceptable to both sides. But for
us, the long-term deal, it’s not just about duration, it’s
about price,” he said. Even with such supplies, al-Kaabi
expressed skepticism about Europe’s ability to completely wean
itself off Russian gas. Europe will find it “very difficult”
to completely forgo Russian pipeline gas for more than two
winters. Despite storage, fuel switching and active efforts to
expand LNG imports, “a quick fix” to the EU's dependency on
Russian gas does not exist.

Qatar’s North Field expansion is attracting enormous interest
from foreign investors, with TotalEnergies tipped to become
the first of the Phase-2 partners to be selected later this
month. But investors in existing Qatari projects face a rocky
ride when contracts on current joint ventures expire, as Exxon
and Total discovered when their prized Qatargas-1 contract was
not renewed last year. Al-Kaabi revealed that QatarEnergy came
close to going it alone on the North Field expansion, too.
Qatar, which is generating around 1 million barrels of oil
equivalent per day of net output for Exxon, Total and Shell
alone, 1is critical for the majors. However, “if there 1is no
value, there is no partnership, very plain and simple,” al-
Kaabi said. Even if joint ventures are maintained after
expiry, terms will be tougher. For Exxon, which has stakes in



nine of Qatar’s 14 trains, these contract renewals are
especially strategic. Qatar knows the value of its LNG will
likely drive a hard bargain. “An investment in Qatar is really
an important downside-risk revenue maker” for partners, al-
Kaabi said.

LNG is only part of a multifront, international investment
drive now under way at QatarEnergy. Downstream, petrochemicals
is a priority, with al-Kaabi touting QatarEnergy’s planned US
project with Chevron Phillips Chemical as “the largest
polyethylene plant.” It recently awarded construction
contracts for a 1.2 million ton/yr blue ammonia project, also
tipped to be the biggest of its kind. But its global upstream
drive 1s most significant. There were doubters when the
strategy launched, but QatarEnergy has been vindicated over
the past year by major exploration success in Namibia.
QatarEnergy, by virtue of sizable stakes in both Total and
Shell discoveries, 1is poised to be the largest reserves holder
in a significant new oil province — Total'’s Venus discovery is
described as the largest deepwater find ever. There have also
been offshore gas discoveries in Cyprus and South Africa. And
in Brazil, output at QatarEnergy’s offshore Sepia field is set
to more than double to 400,000 barrels per day in the next
couple of years.

Despite confidence in long-term gas demand, QatarEnergy 1is
taking steps to ensure its place in the energy transition. It
is investing heavily in greenhouse gas emission mitigation
technology at projects. Over $250 million 1is being spent on
such measures at the LNG expansion alone — principally carbon
capture and storage (CCS) and solar power. Some 11 million
tons/yr of CCS is planned by 2035. “From an overall value
chain, Qatari LNG will be the least carbon footprint LNG you
can get,” al-Kaabi said. “We think that our buyers, and our
investors that have joined us in [North Field East expansion],
see this as the Rolls-Royce of projects.” Transition pressures
are feeding into the urgency for developing projects. “I am a



believer that you need to monetize what you can because the
market conditions change, and there is a competitive advantage
to go ahead of others,” al-Kaabi stated.
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Russia’s 01l Resilience Faces
Bigger Test as EU Ban Looms
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Russia defied expectations of a collapse in o0il production
following its invasion of Ukraine. But Moscow will have to
redouble its efforts to find new buyers if it’s to keep output
from shrinking in the coming months.

After plunging in the immediate aftermath of its offensive in
February, Russian production has rebounded over the past three
months as domestic refining boomed and Asian customers stepped
in to take shipments shunned by Western buyers. Yet a looming
European Union ban on most Russian crude, as well as a
gathering economic slowdown, will strike a blow to the
country’s producers.

“Russian oil companies have been enjoying the beauties of the
summer season — soaring domestic demand and the absence of EU
sanctions have allowed them to ramp up production,” said
Viktor Katona, head of sour-crude analysis at data firm Kpler.
“As we look into the immediate future, that is bound to
change.”

Russian output of crude and condensate — a lighter type of oil



— reached a wartime high of around 10.8 million barrels a day
in July. Volumes may fall to about 10.5 million a day when the
EU ban kicks in in December, Katona said. Analysts at Rystad
Energy AS see some 10.1 million a day by year-end, while the
International Energy Agency expects a slump of about 2 million
a day by the start of 2023.

Russia’s Energy Ministry didn’t respond to requests for
comment on its outlook for future production as the EU
restrictions approach.

The embargo, which will apply to imports of seaborne crude and
most piped supplies from Dec. 5, is set to remove some 1.3
million barrels a day from the European market,
IEA estimates show. A ban on oil-product imports follows on
Feb. 5, likely cutting a further 1 million barrels a day, the
IEA said last week.

Many traditional buyers are already refusing to take Russian
barrels, prompting Moscow to sell to customers in Asia, often
at a substantial discount. Russia has this year raised its
seaborne crude flows to the region by almost 800,000 barrels a
day, according to vessel-tracking data compiled by Bloomberg.

But the country can’t count on Asia to mop up all the spare
barrels once the EU ban comes into effect as the region 1is
already saturated with Russian crude, according to analysts at
Kpler, Rystad and Moscow-based BCS Global Markets.

“In the short term, Asia is already taking almost all that it
can,” said Ron Smith, an analyst at BCS.

A loss of Russian production equal to all its current seaborne
exports to Europe is a worst-case scenario and unlikely to
materialize, said Sergei Vakulenko, an independent expert with
more than 25 years’ experience in the Russian o0il industry. He
expects that traders globally will be eager to find buyers for
the extra Russian volumes, given a dearth of spare production
capacity elsewhere.
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Vakulenko sees Russian output remaining roughly flat until
year-end, a view shared by Kirill Bakhtin, a senior oil and
gas analyst at Sinara Bank.

“We expect more or less stable production of Russian liquid
hydrocarbons in the amount of 10.8 million barrels per day
until February 2023,” thanks to successful efforts to redirect
oil from Europe to Asia, Bakhtin said.

In the first couple of weeks this month, Russia’s daily crude
oil and condensate output averaged about 10.47 million barrels
a day, according to a Kommersant newspaper report Monday. The
3% drop from July is likely driven by seasonality and not by
long-term factors such as sanctions, with much of the lower
supply coming from a group of smaller producers, including gas
giant Gazprom PJSC, according to the Energy Ministry'’s CDU-TEK
data seen by Bloomberg.

Refinery Demand

Russia’s seaborne exports have recently slid from their spring
peaks, but oil producers have been bolstered by growth
in domestic refining amid higher seasonal fuel demand at home
and abroad.

Yet toward the end of the year, any attempt to process more
crude domestically and increase output of lighter products —
which may find a market in Europe before the February ban is
enforced — would also mean production of heavier fuels that
are harder to sell in the colder months.

In spring, Russian producers were able to find buyers for
their fuel oil in the Middle East after the US imposed its own
ban. But demand in that region may ebb as the weather cools,
limiting Russia’s ability to export the heavy product, said
Mikhail Turukalov, chief executive officer of Moscow-based
Commodities Markets Analytics LLC.

In the colder months, Russia also lacks the logistical
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capability needed for a major hike in fuel-o0il exports,
Turukalov said.

“This winter, oil-processing in Russia will hardly be able to
grow enough to compensate for the expected oil-export
declines,” he said.

— With assistance by James Herron, and Julian Lee
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Cheaper, changing, crucial:
the rise of solar power

AFP/Paris

Generating power from sunlight bouncing off the ground,
working at night, even helping to grow strawberries: solar
panel technology is evolving fast as costs plummet for a key
segment of the world’s energy transition.

The International Energy Agency says solar will have to scale
up significantly this decade to meet the Paris climate target
of limiting temperature rises to 1.5 degrees Celsius above
pre-industrial levels.

The good news is that costs have fallen dramatically.

In a report on solutions earlier this year, the
Intergovernmental Panel on Climate Change said solar unit
costs had dropped 85 percent between 2010 and 2019, while wind
fell 55%.

“There’s some claim that it’s the cheapest way humans have
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ever been able to make electricity at scale,” said Gregory
Nemet, a professor at the University of Wisconsin-Madison and
a lead author on that report.

Experts hope the high fossil fuel prices and fears over energy
security caused by Russia’s invasion of Ukraine will
accelerate the uptake of renewables.

Momentum gathered pace last Sunday with the ambitious US
climate bill, which earmarks $370bn in efforts to cut
greenhouse gas emissions by 40% by 2030.

An analysis by experts at Princeton University estimates the
bill could see five times the rate of solar additions in 2025
as there were in 2020.

Nemet said solar alone could plausibly make up half of the
world’s electricity system by mid-century, although he
cautioned against looking for “silver bullets”.

“I think there really is big potential,” he told AFP.

Rapid changes

The “photovoltaic effect” — the process by which solar cells
convert sunlight to electrical energy — was first discovered
in 1839 by the French physicist Edmond Becquerel.

After decades of innovations, silicon-based solar cells
started to be developed in the United States in the 1950s,
with the world’s first solar-powered satellite launched in
1958.

The IPCC said of all energy technologies, small-scale ones
like solar and batteries have so far proved quicker to improve
and be adopted than bulkier options like nuclear.

Today, almost all of the panels glimmering on rooftops and
spreading across vast fields are made in China using silicon
semiconductors.

But the technology is changing quickly.

In a recent report, the IEA said these new solar cells have
proven to be one-fifth more efficient in converting light to
energy than standard modules installed just four or five years
ago.

There are also a host of new materials and hybrid cells that



experts predict could supercharge efficiency.

These include cheap, efficient and lightweight “thin film”
technologies, like those using perovskites that can be printed
from inks.

Experts say they raise the prospect of dramatically expanding
where solar energy can be harvested — if they can be made
durable enough to withstand a couple of decades of use.

Recent research has raised hopes that it could be possible.

In one study, published in the journal Science in April,
scientists added metal-containing materials to perovskite
cells, making them more stable with efficiency near
traditional silicon models.

Other research mixes materials for different purposes.

One study in Nature used “tandem” models, with perovskite
semiconductors to absorb near-infrared light on the solar
spectrum, while an organic carbon-based material absorbed
ultraviolet and visible parts of the light.

And what happens after sunset?

Researchers from Stanford said this year they had produced a
solar cell that could harvest energy overnight, using heat
leaking from Earth back into space.

“I think that there’s a lot of creativity in this industry,”
said Ron Schoff, who heads the Electric Power Research
Institute’s Renewable Energy and Fleet Enabling Technologies
research.

Location, location

Generating more energy from each panel will become
increasingly crucial as solar power is rolled out at greater
scale, raising concerns about land use and harm to ecosystems.
Schoff said one efficiency-boosting design that is becoming
more popular for large-scale projects is “bifacial” solar.
These double-sided units absorb energy not just directly from
the sun’s rays, but also from light reflected off the ground
beneath.

Other solutions involve using the same space for multiple
purposes — like semi-transparent solar panels used as a



protective roof for strawberry plants or other crops.

India pioneered the use of solar panels over canals a decade
ago, reducing evaporation as they generate power.

Scientists in California have said that if the drought-prone
US state shaded its canals, it could save around 63bn gallons.
Construction on a pilot project is due to begin this year.

All shapes, sizes

Experts say solar will be among a mix of energy options, with
different technologies more suitable for different places.
Schoff said ultimately those energy grids with more than 25%
solar and wind need ways to store energy — with batteries or
large-scale facilities wusing things like pumped water or
compressed air.

Consumers can also play their part, said Nemet, by shifting
more of their energy use to daytime periods, or even hosting
their own solar networks in an Airbnb-style approach.

He said the modular nature of solar means it can be rolled out
in developing countries with sparse access to traditional
grids.

“You could have solar on something as small as a watch and
something as big as the biggest power plants in the world,” he
said.

“I think that'’s what'’s making people excited about it.” -—
Reuters

Coal giants are making mega
profits as climate crisis
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grips the world

The globe is in the grips of a climate crisis as temperatures
soar and rivers run dry, and yet it’s never been a better time
to make money by digging up coal.

The energy-market shockwaves from Russia’s invasion of Ukraine
mean the world is only getting more dependent on the most-
polluting fuel. And as demand expands and prices surge to all-
time highs, that means blockbuster profits for the biggest
coal producers.

Commodities giant Glencore Plc reported core earnings from its
coal unit surged almost 900% to $8.9 billion in the first half
— more than Starbucks Corp. or Nike Inc. made in an entire
year. No. 1 producer Coal India Ltd.’s profit nearly tripled,
also to a record, while the Chinese companies that produce
more than half the world’s coal saw first-half earnings more
than double to a combined $80 billion.

The massive profits are yielding big pay days for investors.
But they will make it even harder for the world to kick the
habit of burning coal for fuel, as producers work to squeeze
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out extra tons and boost investment in new mines. If more coal
is mined and burned, that would make the likelihood of
keeping global warming to less than 1.5 degrees Celsius even
more remote.

It's a remarkable turnaround for an industry that spent years
mired in an existential crisis as the world tries to shift to
cleaner fuels to slow global warming. Banks have been pledging
to end financing, companies divested mines and power plants,
and last November world leaders came close to a deal to
eventually end its use.

Ironically, those efforts have helped fuel coal producers’
success, as a lack of investment has constrained supply. And
demand is higher than ever as Europe tries to wean itself off
Russian imports by importing more seaborne coal and liquefied
natural gas, leaving less fuel for other nations to fight
over. Prices at Australia’s Newcastle port, the Asian
benchmark, surged to a record in July.

The impact on profits for the coal miners has been stunning
and investors are now cashing in. Glencore’s bumper earnings
allowed the company to increase returns to shareholders by
another $4.5 billion this year, with the promise of more to
come.

Gautam Adani, Asia’s richest person, capitalized on a rush in
India to secure import cargoes amid a squeeze on local supply.
Revenue generated by his Adani Enterprises Ltd. jumped more
than 200% in the three months to June 30, propelled by higher
coal prices.

US producers are also reaping bumper profits, and the biggest
miners Arch Resources Inc. and Peabody Energy Corp. say demand
is so strong at European power plants that some customers are
buying the high-quality fuel typically used to make steel to
generate electricity instead.

The wild profits threaten to become a political lightning rod
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as a handful of coal companies cash in while consumers pay the
price. Electricity costs in Europe are at record highs and
people in developing nations are suffering daily blackouts
because their utilities can’t afford to import fuel. Earlier
this month, United Nations Secretary-General Antonio Guterres
lashed out at energy companies, saying their profits were
immoral and calling for windfall taxes.

Coal’s advocates say the fuel remains the best way to provide
cheap and reliable baseload power, especially in developing
countries. Despite the huge renewable rollout, burning coal
remains the world’s favorite way to make power, accounting for
35% of all electricity.

While western producers cash in on the record prices — with
companies such as Glencore committed to running mines to
closure over the next 30 years — top coal consumers India and
China still have growth on the agenda.

The Chinese government has tasked its industry with boosting
production capacity by 300 million tons this year, and the
nation’s top state-owned producer said it would boost
development investment by more than half on the back of record
profits.

Coal India is also likely to pour a large chunk of its
earnings back into developing new mines, under government
pressure to do more to keep pace with demand from power plants
and heavy industry.

China and India worked together at a UN conference in Glasgow
last year to water down language in a global climate statement
to call for a “phase down” of coal use instead of a “phase
out.”

At the time, few would have predicted just how expensive the
fuel would become. Just a year ago, the biggest international
mining companies — excluding Glencore — were in a full
retreat from coal, deciding the paltry returns were not worth



the increasing pressure from investors and climate activists.

When Anglo American Plc spun off its coal business and handed
it over to existing shareholders, one short seller, Boatman
Capital, said the new business was worth nothing. Instead the
stock — known as Thungela Resources Ltd. — skyrocketed,
gaining more than 1,000% since its June 2021 listing, with
first-half earnings per share up about 20-fold.

Glencore itself snapped up a Colombian mine from former
partners Anglo and BHP Group. The nature of the deal, and
rising coal prices, meant Glencore essentially got the mine
for free by the end of last year. In the first six months of
this year, it made $2 billion in profit from that one mine,
more than double its entire coal businesses earnings in the
same period last year.

The earnings look set to keep rolling in, as analysts and coal
executives say the market will remain tight.

“As we stand today, we don’t see this energy crisis going
going away for some time,” Glencore Chief Executive Officer
Gary Nagle said.

— With assistance by David Stringer, and Will Wade



