This Time Is Different:
Outside OPEC+, 0il Growth
Stalls

(Bloomberg) — “This time 1is different” may be the most
dangerous words in business: billions of dollars have been
lost betting that history won’t repeat itself. And yet now, in
the oil world, it looks like this time really will be.

For the first time in decades, oil companies aren’t rushing to
increase production to chase rising oil prices as Brent crude
approaches $70. Even in the Permian, the prolific shale basin
at the center of the U.S. energy boom, drillers are resisting
their traditional boom-and-bust cycle of spending.

The o0il industry is on the ropes, constrained by Wall Street
investors demanding that companies spend less on drilling and
instead return more money to shareholders, and climate change
activists pushing against fossil fuels. Exxon Mobil Corp. 1is


https://euromenaenergy.com/this-time-is-different-outside-opec-oil-growth-stalls/
https://euromenaenergy.com/this-time-is-different-outside-opec-oil-growth-stalls/
https://euromenaenergy.com/this-time-is-different-outside-opec-oil-growth-stalls/

paradigmatic of the trend, after its humiliating defeat at the
hands of a tiny activist elbowing itself onto the board.

The dramatic events in the industry last week only add to what
is emerging as an opportunity for the producers of OPEC+,
giving the coalition led by Saudi Arabia and Russia more room
for maneuver to bring back their own production. As non-OPEC
output fails to rebound as fast as many expected — or feared
based on past experience — the cartel is likely to continue
adding more supply when it meets on June 1.

‘Criminalization’

Shareholders are asking Exxon to drill less and focus on
returning money to investors. “They have been throwing money
down the drill hole like crazy,” Christopher Ailman, chief
investment officer for CalSTRS. “We really saw that company
just heading down the hole, not surviving into the future,
unless they change and adapt. And now they have to.”

Exxon is unlikely to be alone. Royal Dutch Shell Plc lost a
landmark legal battle last week when a Dutch court told it to
cut emissions significantly by 2030 — something that would
require less oil production. Many in the industry fear a wave
of lawsuits elsewhere, with western oil majors more immediate
targets than the state-owned o0il companies that make up much
of OPEC production.

“We see a shift from stigmatization toward criminalization of
investing in higher o0il production,” said Bob McNally,
president of consultant Rapidan Energy Group and a former
White House official.

While it’'s true that non-OPEC+ output is creeping back from
the crash of 2020 — and the ultra-depressed levels of April
and May last year — it's far from a full recovery. Overall,
non-0PEC+ output will grow this year by 620,000 barrels a day,
less than half the 1.3 million barrels a day it fell in 2020.
The supply growth forecast through the rest of this year



“comes nowhere close to matching” the expected increase 1in
demand, according to the International Energy Agency.

Beyond 2021, o0il output is likely to rise in a handful of
nations, including the U.S., Brazil, Canada and new o0il-
producer Guyana. But production will decline elsewhere, from
the U.K. to Colombia, Malaysia and Argentina.

As non-OPEC+ production increases less than global oil demand,
the cartel will be in control of the market, executives and
traders said. It’s a major break with the past, when oil
companies responded to higher prices by rushing to invest
again, boosting non-OPEC output and leaving the ministers led
by Saudi Arabia’s Abdulaziz bin Salman with a much more
difficult balancing act.

Drilling Down

So far, the lack of non-OPEC+ oil production growth isn’t
registering much in the market. After all, the coronavirus
pandemic continues to constrain global oil demand. It may be
more noticeable later this year and into 2022. By then,
vaccination campaigns against Covid-19 are likely to be
bearing fruit, and the world will need more oil. The expected
return of Iran into the market will provide some of that, but
there will likely be a need for more.

When that happens, it will be largely up to OPEC to plug the
gap. One signal of how the recovery will be different this
time is the U.S. drilling count: It is gradually increasing,
but the recovery is slower than it was after the last big oil
price crash in 2008-09. Shale companies are sticking to their
commitment to return more money to shareholders via dividends.
While before the pandemic shale companies re-used 70-90% of
their cash flow into further drilling, they are now keeping
that metric at around 50%.

The result is that U.S. crude production has flat-lined at
around 11 million barrels a day since July 2020. Outside the



U.S. and Canada, the outlook is even more somber: at the end
of April, the ex-North America oil rig count stood at 523,
lower than it was a year ago, and nearly 40% below the same
month two years earlier, according to data from Baker Hughes
Co.

When Saudi Energy Minister Prince Abdulaziz predicted earlier
this year that “‘drill, baby, drill’ is gone for ever,” it
sounded like a bold call. As ministers meet this week, they
may dare to hope he’s right.

Exxon Mobil’s Tlast-ditch
attempt to stave off a
climate vote coup

It was a stunning moment for Exxon Mobil Corp and the wider
corporate world: a tiny activist fund had succeeded 1in
changing the company’s board.

But in the hours leading up to this week’s annual shareholders
meeting, Exxon went to extraordinary lengths to head off the
threat from a campaign about which it had been largely
dismissive months earlier.

Exxon telephoned investors the morning of the ballot — and
even during an unscheduled, hour-long pause during the virtual
meeting — asking them to reconsider their votes, according to
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several of those who received calls.

Some said they found the last-ditch outreach and halt to the
meeting unorthodox and troubling.

“It was a very unusual annual general meeting,” said Aeisha
Mastagni, a fund manager at the California State Teachers'’
Retirement System, a major Exxon investor that backed the
activist campaign from the beginning. “It didn’t feel good as
an investor.”

The May 26 meeting concluded with Exxon stating that two of
the dissident’s four director nominees had been elected, a
coup for Engine No 1, a little-known investment firm calling
for the company overhaul its strategy, cut costs and come up
with a plan to address climate change.

Its victory is widely seen as a warning to the rest of the
industry that investors will now hold energy companies to
account for environmental concerns.

The full results of the vote still haven’t been disclosed; a
third Engine No 1 nominee is still in the running to fill one
of the two remaining board seats.

While there’s no suggestion Exxon broke any rules during
Wednesday’'s meeting, such tactics are unusual for a blue-chip
company.

In response to questions about the meeting, the company said
it’'s been "“actively engaged” with investors and welcomes the
newly elected directors.

Net Zero Exxon opposed Engine No 1 from the outset.

The fund holds a stake in Exxon of just 0.02%, valued at about
$54mn.

The o0il company described the fund’s four candidates as
unqualified and said its proposals would imperil Exxon’s
dividend.

Still, the company made a concession in March to another
investor, D.E. Shaw & Co, appointing two new directors,
including activist investor Jeff Ubben.

But Exxon still refused to meet with the Engine No 1
candidates.

A significant hurdle faced by the company was winning support

n



of large institutions including its top three investors,
Vanguard Group Inc, BlackRock Inc

and State Street Corp, which collectively hold a stake of more
than 21%. BlackRock has been vocal about its voting guidelines
on climate change.

Discussions with many large investors in the run-up to the
vote were primarily focused on Exxon’s strategy to get to net
zero emissions by 2050, and not the company’s financial
performance, according to people familiar with the talks.
Chief Executive Officer Darren Woods got down in the trenches
during the proxy fight and made commitments to keeping the
dialog going after the meeting, the people said.

But Vanguard, BlackRock and State Street ultimately supported
a partial slate of nominees from Engine No 1. An indication
the fight might be tilting in Engine No 1’'s favour came mid-
May with the partial backing from two leading proxy advisory
firms.

Two days before the vote, Exxon said it would appoint two new
directors, one with “climate experience” and another with
industry expertise.

On the morning of the meeting, Engine No 1 issued a statement
alerting shareholders that Exxon may try, “in a targeted
manner,” to persuade them to change their vote.

Sure enough, by the time the virtual meeting began at 9:30am.
Dallas time, Exxon representatives were ringing investors. In
some cases, those calls entailed cajoling holders to at least
reduce their support to one or two dissident nominees rather
than all four, according to people familiar with the
conversations, who asked not to be identified because the
discussions were private.

At about 10:15 a.m., investor relations head Stephen Littleton
announced proceedings would be paused for 60 minutes, citing
the volume of votes still coming in.

As classical music played on the webcast, emails started
flying between investors left bewildered by the halt.

One executive at a major Exxon shareholder said they were
contacted during this hiatus and pushed to change their vote.



The person, who has decades of experience dealing with
boardroom elections, said that while such appeals a day before
a vote are commonplace, it was the first time they’d fielded
such a request during a meeting.

Meanwhile, Engine No.l released another statement saying
shareholders should “not be fooled by ExxonMobil’s last-ditch
attempt to stave off much-needed board change.” Charlie
Penner, head of active engagement at Engine No 1, went on
television to complain. “They’re doing a tactic called the
whittle-down, where they tell a shareholder to draw down your
votes for this person, they tell another shareholder they’ll
draw down their votes for this person, and they gradually try
to whittle people down,” he told CNBC. “It has a very banana-
republic feel.”

The pause was something that Anne Simpson — the California
Public Employees’ Retirement System’s managing investment
director for board governance and sustainability — had never
seen before in her three-decade career.

Simpson didn’'t get a call from Exxon about altering her votes.

But the practice still disturbed her. “If the comments are
true, this raises the question about the sanctity of the
ballot box and whether companies should have privileged
access,” she said.

The meeting didn’'t conclude until almost three hours after it
first began, with Littleton reading out a summary of the
preliminary tally of votes.

“We welcome the new directors Gregory Goff and Kaisa Hietala
to the board,” Woods said in his concluding remarks, “and look
forward to working with them constructively and collectively
on behalf of all shareholders.”



Spain to invest 1.5B euros 1in
‘green hydrogen’

Spa1n will spend 1.5 bllllon euros ($1. 8 bllllon) from a
European Union recovery fund to develop green hydrogen
production over the next three years, Prime Minister Pedro
Sanchez said Monday.

Spain will spend 1.5 billion euros ($1.8 billion) from a
European Union recovery fund to develop green hydrogen
production over the next three years, Prime Minister Pedro
Sanchez said Monday.

The goal 1is for Spain to become Europe’s leading hydrogen
producer using renewable sources instead of fossil fuels to
curb greenhouse gas emissions and create jobs, he said.

“The Spanish government 1is firmly committed to green
hydrogen,” the Socialist premier said at a ceremony in Toledo,
just south of Madrid.

His government expects the outlay will stimulate 8.9 billion
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euros of mainly private-sector investment to develop the
technology by 2030.

Madrid has already received over 500 “green hydrogen” project
proposals from energy firms, a government statement said.

Creating “green” or emissions-free hydrogen is seen as a key
step towards developing sustainable energy sources and
slashing carbon emissions.

One reason for the strong interest in hydrogen technology is
when used to fuel motors, the only emission is water vapour.

But it is expensive to produce and the electricity needed
generates a lot of carbon dioxide emissions or other
pollutants.

Green hydrogen is produced via electrolysis — an electrical
current passing through water — with wind, solar or hydro-
electric power providing the electricity.

Europe in particular is anxious to get a handle on the new and
still costly fuel, having missed the boat on solar and battery
technology, which is dominated by China.

Experts predict green hydrogen using renewable energy will
soon plunge in cost and become cheaper than natural gas in
many areas.

US engine maker Cummins announced Monday it would spend 50
million euros to build one of the world’s biggest electrolyser
plants for the production of green hydrogen in Spain.

The plant, which will be built in the central region of
Castilla-La Mancha, is expected to open in 2023.

“Spain offers a strong and dynamic local environment for
hydrogen production, and we are excited to invest,” said
Cummins chairman Tom Linebarger.



Spain is set to receive 140 billion euros — half in direct
payments, half in loans — from the 750 billion-euro recovery
plan adopted by EU leaders last year as the economy reeled
under virus lockdown restrictions. (AFP)

Climate change goals: green
art of the possible

By Daniel Gros/Brussels

US President Joe Biden recently gathered 40 world leaders for
a summit on combating climate change, a welcome sign of
progress on forging a global strategy. But tackling global
warming is a marathon, not a sprint. And while the recent
increase in climate ambition from the United States and the
European Union is welcome, more difficult choices lie ahead.

Back in 2009, for example, the US led the global effort to
achieve the Copenhagen Accord at the COP15 climate-change
summit, which was attended by more than 100 world leaders. But
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hopes of a meaningful US contribution were subsequently killed
by bipartisan opposition in Congress, which balked at the
perceived cost of reducing emissions.

Biden, who was then vice president, faces a similar problem
today: how to make good on his pledges while knowing that
Congress will not approve any serious climate measure. He has
therefore chosen the path of least political resistance, which
is why Biden’s climate plan carefully avoids notions such as a
“carbon tax” or a “cap-and-trade” emissions scheme, both of
which are politically toxic in the US.

Biden’'s target of halving US emissions by 2030 sounds
ambitious, but the substance is actually much less demanding.
Governments invariably choose the benchmark year that makes
the biggest headlines. The US has chosen 2005, because that
represents the high-water mark for US emissions. Since then,
emissions have already declined by about 25%, thanks to the
substitution of shale gas for coal. Reducing emissions by 50%
from 2005 levels requires a further fall of about 30%.

The EU also has chosen a convenient baseline, namely, its own
peak emissions year of 1990. But its target of lowering
emissions by 55% by 2030 entails a further reduction of over
40% from today’s level.

Given that US per capita emissions are currently about twice
the European level, achieving Biden’s pledge would reduce them
only to the EU’s level of today by 2030. By that year, US per
capita emissions would still be more than double those of the
EU.

The key to the Biden administration achieving its 2030 target
is its pledge to make the US power sector emissions-free by
2035. But this might be difficult to achieve, given that
fossil fuels currently account for about 60% of US electricity
(compared to about 34% in the EU).

Moreover, making one sector totally emissions-free while
taking little action in other areas increases the cost of
reaching the overall target. This is a mistake the EU
previously tried to avoid when establishing its Emissions
Trading System (ETS), which covers both industry and the power



sector.

The Biden plan boldly asserts that decarbonising the power
sector “can be achieved through multiple cost-effective
pathways.” This is difficult to believe. For starters, it took
more than a decade of subsidies before renewables made a
meaningful contribution to the overall energy mix in Europe.
The cost of renewables has fallen greatly over the 1last
decade, in many cases by a factor of five, partly thanks to
these subsidies setting in motion a cost-reduction process as
demand for solar panels and batteries increased.

The Biden administration also says that carbon capture and
storage can make a potentially important contribution. But CCS
remains an expensive technology, with a much smaller potential
for cost reductions.

US climate policy thus makes little sense from an economic
point of view. Biden’s approach is instead best understood as
a political strategy aimed at so-called battleground states
such as Pennsylvania, where coal remains economically and
politically important. A carbon price will become possible in
the US only when the last coal mine has closed.

The European approach — with the ETS and its emissions
allowances that can be traded across sectors and countries —
looks much more sensible at first sight. But a closer 1look
reveals similarities with Biden’s plan. When the ETS was
created, industrial firms argued that sectors subject to
international competition should receive their allowances for
free to avoid so-called “carbon leakage.” Predictably, the
risk of carbon leakage was found to exist in almost all
industries. EU industry thus obtained most of the allowances
for free. The ETS worked only because the EU’s power sector
was treated differently, given that there is no international
competition in this sector.

The implicit deal underpinning the ETS was thus that industry
would be spared the pain of emissions reductions. The entire
burden of adjustment fell on power generation, where an
increasing supply of renewables made it possible to reduce
emissions by about a quarter over the last decade. EU



industrial emissions have not fallen significantly. But this
might change now that the price of emissions certificates,
which for many years had remained in the single digits, has
reached almost €50 ($60) per ton.

Free allocation of emissions allowances also meant that the EU
has had little justification for introducing a carbon border
tax. Such a measure would be justified (and should be approved
by the World Trade Organisation) only if the free allowances
were abolished at the same time — but this is vehemently
opposed by industry.

The underlying political deal is thus similar on both sides of
the Atlantic: decarbonise the power sector first, while
sheltering industry from higher costs. Europe’s experience
suggests that this can generate some modest progress 1in
reducing emissions, but achieving the more ambitious targets
ahead will require tougher choices. The US will not be able to
rely on renewables providing all its power, and the EU will
have to start putting pressure on its own industry. — Project
Syndicate

? Daniel Gros is a member of the board and a distinguished
fellow at the Centre for European Policy Studies.
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New Trends on the Global
Market of LNG Carriers
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The Covid-19 pandemic has brought new challenges for the
global gas industry, with the LNG shipping market not being an
exception. Because of the Covid-19 pandemic, the market
witnessed a reduction in the global gas demand in 2020, which
resulted in a slowdown of the global LNG trade and lower-than-
expected demand for LNG carriers. These developments, coupled
with the commissioning of a large number of new carriers, led
to the oversupply of LNG carriers in the shipping market.
However, a recovery of LNG demand in early 2021 has raised a
question: where is the LNG shipping market drifting, and
whether in the short- and medium-term there will be enough LNG
carriers on the market to transport liquefied natural gas.

The last three years witnessed the record commissioning of LNG
carriers, with 134 LNG carriers coming on line. As a result,
at the beginning of 2021, there were over 600 LNG carriers
operating in the global market (Figure 1).
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In the short- and medium-term, the global LNG shipping market
is anticipated to be balanced due to the upcoming
commissioning of new LNG carriers. At least 142 LNG carriers,
ordered recently, are expected to come on line between 2021
and 2025. Out of the total number, 46 LNG carriers are to be
commissioned in 2021 followed by 38 carriers in 2022. South
Korean shipbuilders account for the majority of LNG carriers
on the order book. Hyundai, Samsung and Daewoo are going to
build 110 carriers, while the Russian firm Zvezda has orders
for 15 carriers and China’s Hudong for 11 carriers.

The ratio of global LNG exports to the number of LNG carriers
gives an indication of the average volume of LNG transported
by one LNG carrier throughout a specific year. A higher ratio
indicates a tighter LNG shipping market. Over the last decade,
the LNG shipping market has loosened, supported by the
increasing availability of LNG carriers. From 2011 to 2020,
the ratio fell from 0.73 to 0.59, which implies that in 2020
one LNG carrier transported on average 0.59 million tonnes per
annum (mtpa) (Figure 2).

The global LNG carrier fleet is renewed on a regular basis,
with old carriers being scrapped and new ones continuously
being added. The construction of LNG carriers has always been
associated with the commissioning of new LNG liquefaction
capacity. The building of LNG carriers in the mid-2000s was
largely driven by the completion of LNG plants in Qatar, while
in the late 2010s it was driven by the completion of LNG
plants in Australia, U.S., and Russia. As a result, various
groups of LNG carriers operate on the market depending on
commissioning date. Currently, at least four (4) carriers in
operation today were commissioned in the 1970s, 10 carriers 1in
the 1980s, 54 carriers in the 1990s, 244 carriers 1in the
2000s, and 294 carriers commissioned in the 2010s.

The combined capacity of LNG carriers has also increased
consistently. Over the last decade, capacity more than doubled
— to 43 mtpa in 2020 — driven by the commissioning of a large



number of LNG carriers and higher capacity of new LNG carriers
(Figure 3).

There are different types of LNG carriers depending on their
capacity. Various factors have an impact on the choice of
shipping companies to build and charter LNG carriers with
specific capacity. The 1liquefaction and regasification
capacity of LNG plants and terminals, depth of berths,
movement through Suez and Panama canals or through Northern
Sea Route, all play an important role in the vessel design.
The larger the capacity of the involved LNG carriers, the less
LNG shipments and carriers are needed for specific trade
routes.

In this context, the largest group of LNG carriers 1is the one
with capacity ranging from 166,000 million cubic metres (cbm)
to 182,000 cbm, which comprises 219 carriers. Besides, 191 LNG
carriers have capacity from 125,000 to 150,000 cbm, while 125
LNG carriers have capacity of 150,000 cbm up to 165,000 cbm.
It is worth highlighting that Qatar’s gas transportation
company Nakilat owns all 45 Q-Flex and Q-Max LNG carriers
operating in the world — with capacity of 210,000-217,000 cbm
and 263,000-266,000 cbm, respectively — individually or
jointly with international shipping companies. The average
capacity of LNG carriers reached 71.2 kilotons (158,200 cbm)
in 2020 compared to 54.4 kilotons (120,900 cbm) in 2000. Thus,
the rising capacity of new LNG carriers leads to lower demand
for new LNG carriers.

Various types of LNG carriers exist depending on the
propulsion systems. Steam turbine LNG carriers, which
dominated the LNG shipping market for many decades, remain the
most popular ones, with 239 carriers operating on the global
market. However, their dominance has been broken over the last
decade, driven by the emergence of alternative, more efficient
propulsion systems. Suffice to note that only 15 LNG carriers
of this type were commissioned in the 2010s. Because of these
new trends, today many of steam turbine LNG carriers,



especially the old ones, are being converted into FSU or FSRU
(floating storage/ regasification unit). Since the mid-2000s,
the global shipping industry developed alternative types of
LNG carriers, driven by its aspiration to increase operational
efficiency, decrease the consumption of bunker fuels, optimise
the size of engine room, and expand cargo capacity. The first
of them was a dual-fuel diesel electric (DFDE) propulsion
system, which came on 1line in 2004. Later, the industry
introduced other propulsion systems for LNG carriers,
including tri-fuel diesel electric (TFDE), M-type,
electronically controlled, gas injection (MEGI), diesel with
re-liquefaction (DRL), in addition to some other types (Figure
4) .

The anticipated increase in global liquefaction capacity, LNG
trade and number of LNG shipments are key factors that will
influence the LNG shipping market and incentivise market
players to build new LNG carriers in the short- and medium-
term. In this context, the GECF Member Countries will remain
key players in the market. These countries have various
policies towards the transportation of LNG. First, some of
them do not own or operate LNG carriers. Second, others do not
own but operate the fleet. Third, others own but do not
operate LNG carriers. Finally, some of them both own and
operate the fleet.

The planned expansion of LNG liquefaction capacity in some
GECF Member Countries, mainly in Qatar and Russia, will have a
huge impact on the LNG shipping market in the medium-term.

Today, the leader of the global LNG transport market 1is
undoubtedly Qatar’s Nakilat. It owns 69 LNG carriers,
individually or jointly with other international shipping
companies, with a combined capacity exceeding four mt. Other
companies, such as Maran Gas from Greece, GasLog from Monaco,
and MISC from Malaysia, lag far behind the Qatari company.
Qatar plans to expand its LNG liquefaction capacity by 49 mtpa
to 126 mtpa by 2027. Such huge additions to the country’s LNG
liquefaction capacity will require new LNG carrier fleet to
transport LNG to the global markets. In this context, in 2020,



Qatar entered into agreements with global shipbuilders, mainly
from South Korea, for over 100 new LNG carriers. These
contracts will be worth nearly US$20 billion, which means that
it will be the largest LNG-shipbuilding programme in the
industry’s history. As a result, Qatar secured around 60% of
the global LNG ship construction capacity through 2027. That
could lead to the tightening of the LNG shipbuilding market,
which should be taken into account by other shipping companies
planning to order new LNG carriers.

Russia also has plans to expand its LNG liquefaction capacity,
which will require additional LNG carrier fleet. The Russian
shipping company Sovcomflot has already ordered 15 icebreaking
LNG carriers for the Arctic LNG 2 project from the Russian
Zvezda Shipbuilding Complex, with the South Korean Samsung
Heavy Industries being a technology partner of Zvezda in this
project. These LNG carriers will be delivered between 2023 and
2025. Sovcomflot will own one vessel individually and 14 other
carriers jointly with its partner Novatek. These carriers will
enable the delivery of LNG to buyers in Asia in 15 days
through the Northern Sea Route, which reduces transportation
costs and transit time by half, compared to the traditional
Suez Canal route. This instance will be the first time a
Russian shipbuilding company will construct LNG carriers.

Dr Aydar Shakirov
Gas Transportation and Storage Analyst
Gas Market Analysis Department

New QFC member set to become
global portfolio manager of
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spot LNG

A Qatar Financial Centre (QFC) newcomer will establish its
position as a global portfolio manager of spot LNG, or
liquefied natural gas trades that will have immediate local
knock-on effects, after Doha expands its LNG production from
the present 110mn tonnes per annum.

This outcome 1is one among the “unsung” economic benefits that
will follow North Field Expansion (NFE), which is also set to
enhance the prospects of asset management industry in the
country, the QFC said in an article.

The NFE project will not only bring up natural gas from
underground, but also other valuable hydrocarbons for export
and domestic use, it said, pointing out that associated
hydrocarbons destined for export include 260,000 barrels per
day of condensate and 11,000t/d of liquefied petroleum gas,
valued at roughly $3.05bn annually (using posted 2020 average
prices).

“The additional income earned through hydrocarbon exports will
increasingly make Qatar a destination for asset managers and
other financial institutions,” the QFC said. As imports of
construction 1inputs and machinery wane with most
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infrastructure projects coming close to completion, Qatar’s
trade surplus is likely to register bigger in the years ahead.

“Once NFE-related exports commence in late 2025, export
earnings are destined to reach still higher. Whereas much of
the immediate proceeds are destined to the Ministry of Finance
and Qatar Investment Authority, there is a progressively
stronger case for specialised asset managers to locate in Doha
close to their future investors,” QFC said.

In tandem, it said, financial institutions in the country will
increasingly be called upon to provide a variety of
sophisticated products to Qatari firms with a growing
international footprint.

As Qatar’s economy continues to grow at home in terms of
complexity, and abroad with its varied connections, the
financial sector 1is set to grow substantially.

As Qatar looks ahead, it is destined to leverage its natural
gas-focused competitive cost advantages, global network,
existing industrial base, innovative focus and high-profile
investments to become an attractive and rewarding business
destination.

The QFC plays a key part of the country’s development journey,
which it looks forward to supporting with vigour and
indirectly offering firms on 1its platform noteworthy
prospects.

The first certain phase concerns the North Field East that
comprises an approximate $28.75bn of investments — half of
which has received a final investment decision as of February
2021.

Beyond that, Qatar Petroleum, or QP, is appraising different
areas of the North Field to possibly award a subsequent
expansion phase within the next three years.

The QP has made this NFE investment at an opportune time,
which will allow it to capture more global LNG market share
and gain footholds in new markets as many competitors pull
back from major projects, according to the QFC article.

Another “unsung” benefit is the North field’s expansion would
drive local manufacturing opportunities. Additionally, there



will be 4,000t/y of ethane for use as feedstock in Qatar’s
growing petrochemicals sector. This hike equates to nearly 50%
of existing 2020 export capacity, or 36.4% of current domestic
base quantities.

A combination of these NFE ethane volumes and those from
Barzan enables Qatar to produce in future a greater variety as
well as more complex petrochemicals, such as those that will
originate from the joint venture with Chevron Phillips (70%
owned by QP) using the Middle East’s largest 1.9mn t/y ethane
cracker in Ras Laffan to start production in 2025.

This is critical to the local economy, according to Gulf
Petrochemicals and Chemicals Association, which recently
outlined that with oil at $65 a barrel, crude producers can
earn $15 per barrel by refining their output and an extra $30
a barrel on top of that by converting it into petrochemicals.
“As Qatar continues its drive to diversify economically, local
manufacturing will play a key role,” the QFC article said.

East Mediterranean Maritime
Borders: Lebanon vs. Israel:
Whatever talks achieve both
Lebanon and Israel need to
update Maritime Boundaries
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QaAdocola ocvvopa TNC AvatoAilknc Msocoyeiovu

Ané tov Pouvvil Mmapoivti

A{Bavo VS IopafA : X&€ OmMOl1EC OGULVOMIALEC KAl €dv KaTaAAEovv
1600 t0o IopanA 6oo0 kKol o A{Bavog MPEMEL va EMUKAPOTO1NOOLY TA
8aAdoc1a cOvopa



Lebanon and Israeli gazetted boundaries —

Lebanese unilateral declared MB document (2010) vs Israeli unilateral declared — se—
document (2011)

Source: R. Baroudi EuroMED DTS Studies (April 2021 updated results)

01 moAltikoi KUOKAOl TOU AlBdvou aoyoAolvtal Kol TAAl, avuTA TN
@opd OYET1KA peE TO €dv o A{Bavog mpémel va KatabEcel oTq
Hvwuéva EOvn véeg ovvteTtayuévec mov  va opidouvv TNV uMEPAKTlA
QMOKAE1OT1KN ol1kovoulkh Cwvn (AO0Z) tng XWPOG.

YInv mpaypatikéTnTa, 600 EPWTACELC TMPEMEL va amavIndovVv:

1) 0 A{Bavog €xel 1o Ol1kalwWpO va EMLKALPOTMOLNOCEL  TOUC
OaAdoc10VG 10XVUPlOMOUG TOu oTtov OHE;

2) Edv vail, 6a mpémel o A{Bavoc¢ va kKdvel ypfon avtol TOV
O1KO1WpaTOC UG T1C TOPOVOEC OULVOAKEC;

To ¢ATnua eivat kpiolpo, Ox1 povo emneldn oxetiletal Aueca MHE
T1G ovvoulAieg eni Twv BaAacciwv Cwvwyv ol omoieg eml TOULG
napdvtog €xovv KoabBeoteEpPAcEl OAAd Kol emeldf emnpedalsetl TNV
taxvtnta pe tnv omoia pmopel va apyiocel va AauBAvVEL amtd OQEAN
and tuyd6v uvmnobaAdoociovg vdpoyovdvepakeg €vtodg¢ tnG AOZ TNng

NMa va ocag BonbAow, n mpwIn e€pwtnon €ivatl n €vkoAdtepn. To
61kaiwya tov A1Bdvov va emikalpomoincel T1C CLVTETAYUEVEG OTOV
OHE 61 pévo katoyvpwvetal otn ZVYPBaocn Twv HvwpEévwv EBvvV yila



To Alkato t™nG OdAaccag (UNCLOS), aAAd mpootatevetatl €miong amd
To A1ebvég EO1u1kd Aikalo (CIL), kal KoOlepwbnKe amd QUETPNTEC
MPONYOUUEVEC MEPIMIWOELGC WC OLVAON TPOKTIKA TWY YWPWV TOVL
eMidlLwKoOLVY va KoaBoploovuv KAl v UMEPACTMIOTOUVY TOUG
O@aAdoo10UC 10XLPlOUOVGC TOULUG, Kupiwg emeldf n ovveYNAC
TeEXVOAOY1lKA Tmpododogc emitpénetr O6A0 Kal Tl1o0 OKP1BA
xaptoypdeonon.Eivalr enion¢ onuavtiké va onuelwbel 6Tl TO
Npoedp1kd Ardtoayua 6433 tov 2010, oVpQwva HE TO omoio ot
OLVTETAYUEVC TOU A1Bdvov KotaTEONKAV yia TeEAevtaia @opd oTOV
OHE, mpoéBAemne pntd tn duvaTdTNTA MEAAOVTIKWY EVNUEPWOEWV. TO
apBpo 3 dev apAvel kKovéva MEPLOWPLO mapepunveiag: «AvdAoya UE
T1GC avdykeG, Kot vmnd to mpilopa Twv dHlampayuaTteVOEWY HE T
OXETLKA VYELTOV1IKA Kpdtn, TA oUVvOpPA TNG OMOKAELOT1KNAC
01KOVOU1KAC CWvng MMOpPOoUV va 0ploToUV Kal va BEATIWO0LV KA,
KOTA ovvémela, va tpomomnolndsel o YAPTNGC TWY GLVIETAYMEVWY TNG,
gav yilvouv dlraBéolpa akpilBéotepa dedbopéva. Na pnv vmdpyet
au@iBoAia, kol Onw¢ 6a dovue mapakdtw, TETOla dedopéva €xouvv
Kataotel Olrabé€olpa.EninmAéov, O6tav n Médviun AMOGTOANR TOVL
AlBdvov ota Hvwpéva EBVN KATEBEGE TOULC 10XVLPLOMOUC TOVL
eykpionkav Bdoetr tov dratdyuatog 6433, n GLVOBEVLTIKA EMIOTOAA

nepleAduBave tnv akéAovdn dNAwon : «YmApYel avdykn dl1eEaywync
H1aGC AETMTOUEPOUGC €PEULVOC, XPNOLHOTMOLWVTAC €va TOYKOOU1O0
oUOTNUA EVTOMIOMOU O€0nNG, TNG AKTAG TOL EQATTETAl 6TNV VvOT10
0p10, OULUMEPLAAUBAVOMEVWY OAWY TWV vNnNolWv Kol Twv vnoidwv e
OKOTI0 TNV €VNUEPWON TWVY VOULTIKEV XOPTWV KAl TNG YPUUUNG Bdong
avdAoya o6to MEAAOV. " Kot mdAl, yia va glpacte amdAvta copeic:
Exovv d1eEayxbel Tétoreg é€pevvec.Emiong, e€vew ol IopanAivotl
afltwpuatovyol €xovv emidiwger (O0x1 mMOAU TMELOTIKA) v«
apelofntiocovy TOo di1kailwpa TOL A1BAVOL VO KATATEOECEL TOUC
10XVp1ouovC Tov, n ovuewvia oproBEtnong AOZ tov OktwBpiov 2010
tn¢ 16tac¢ tng Ywpag toug (n omoia Paciletal 6€ 10PANALIVEC
ouvvteTayuéveg t1¢ omoieg yvwpilovue twpa 6Tl £ivatl AavOaouEvVEC
KXl, €MOMEVWC, Oa amoppiebolv amd omoirodimote OH1KACTAPLO) ME
tnv Kompo va avayvwpilel emniong pntd to YEYOVAG 6Tl OUMQWVA HE
To EO1u1kO A1eBvéEC A{KO10 TETOLEC OULVTETAYUEVEC UTMOKEIVTIAL OF
aAAay€EC. To dapbpo 1 mapdypagoGc e, TNG €v Adyw ovuewviag £xet
WG €ENC: «AauBdvovtag vmoéyn T1IC apXEC TOU €O1UIKOV H1€6v0UC



bikalov oOYeTlkKA MPE TNV oO0plobBETnon TNG OAMOKAELOT1KAC
01KOVOU1KAG CWvng METAED KPATWY, Ol YEWYPAPLKEC OUVTETAYMEVEC
Twv onueiwv 1 A 12 6a umopovoav va avabewpndBolv 1 KAl va
Tpomomnolnovv w¢ avaykaila vmd TO QWG H1AGC HMEAAOVTLKAC
OVHOWV{OC OYXETLKA ME TNV oO0ploBETnon TNG AMOKAELOGT1KAG
01KOVOU1KAG Zwvng amd ta tpila evdropepdueva Kpdtn o€ oxéon ME
KaBEva amd ta €v Adyw onueta. ”

EminAéov, o0& Pla MPETAYEVECTEPN MOVOUEPH KATABEGNH TWV
ovvtetayuévwy otov OHE, n avtimpoocwneia Tov IopaAA oTOV
MAYKOOU10 OPYOV1IOoHO OX1 MOVO OVOQEPETAL OT1C «OXETIKEC
blratd&e1c tou dpOpov 1 mapdypagoC e OoAAd emiong avamapdyel
TN YAWOOQ, OULOlACTlIKA KaATd A€En. 0 1oxvploudég MHAAlOTCQ
EMOVELANUUEVA avEPeEPE «Ta Tpla evdlapepdueva kKpdtn», TO omoio
oto nmAatolo pmopel va deigetr poédvo tov A{Bavo wg to TpiTO
KpAdToG.

210 Oikaiwpa TOU AlBdvov va vMOBAAEl VEEC OUVTETAYMEVEG,
Aoimév, n etvunyopla €ivat avamogevktn: €xel oiyovpa autd TO
d1kaiwpa. PeaAlotikd, O6moiog¢ vmootnpilel OHlragopetikd eite
avtitifetal ota ovheépovta TOoLv ArBdvov (mov ypeldaletal va
avantvEel avtovC TOouG mMopouvg), Twv ArBavélwv (mov a&ilouv va
QMOKOU1O0VY T1C OUVOBEVUTIKEC O1KOVOUIKEG OVTIAUOIPBEC) KAl TWV
AMBaveEC1kwy EvomAwv Avvauewv (mov €mevdvouvv oe peydAo Babud oe
Eva BET1KO QMOTEAECUA) .

Amopp1lmovTtoC TA YEYOVOTA KOl TOUG KOVOVEGC * A €M1IOH1WKOVTAC
KATMO10 A&AAO TOA1T1KO, Ol1KOVOULKO 1 KAl A&AAO TIPOCWT1KO
KOUMAT1IKO TAEOVEKTNUA.

Enduevn e€pwtnon: mpénet o A{Bavo¢ va aockfoel To dHikaiwud TOUL
0E QULTAV TN OUVYKEKPlPEVN ouvykvpla;

Y€ pla mPWTIN avdyvwon Twv dedopévwv, avtA n amdavtnon £ivat
oxedbov e€&iocov ocapAc. To 2011, A{youvg MAVEC META TN OLHPWVia
IopaAA-KOmpov Kol tnv TEAEvTOla KOATABEON TWY OLVIETAYMEVWVY

Tov A1Bdvouv otov OHE, n kvBEpvnon touv A1Bdvouv €AaBe avdAvon



EUMELPOYVWUOVWY KAl aVAADVCELGC OXETLKA PE TA HlaypdupoTta TOUL
YopoypagpikoU lpageiov tov Hvwpuévov BaciAseiov — mov Bewpeitat
and Koipd TOo XPLod mMPéTULUTO TNG OBaAdociog Yaptoypagpiac — yla
tnv meploxn. Avtdé mov BpAkav ot €1dikol €ivatr 6ti1 TO6CO O
A{Bavoc 600 kol 10 IopanA €iyoav XPNOLUOTOLAGEl ECPAAUEVEC
ovvTETAYMEVEC WG onueia ekkivnong yia Ta BaAdooila oOvopd TOULC
(BA. Zuvvnuuévo xdptn): omov te€tola onueia mpémnetl va Bpiliokovtatl
0TNV QKTOYPOMMUA, Kol ol dVo ywpeg €iyxav tomoBetAoel bekddecg
METPA vMEPAKTIA. AvTO umopel va PNV AKOVYETOA1 TOAD ONUOVTKG,
aQAAd TN OTlYyuA TMOL Pla YPAUUA TOLU YapdooeTal TMPOC Tn OdAacca
ané é€va téoo advvato onueio €kkivnong ¢tdvel o€ oavtd TOUL O«
gnpene va €ivat n ovlevgEn — oOmov ocuvvaviwvtal ot AOZ 1ng
Kompov, touv IopafA kol tou Al1Bdvov — TO O@QAApa umopel va
avEABEL o€ QapPKETA vavtikd piAta .EE vmopyAg, tdéco o A{Bavocg
600 kal to IopanA €xouv PBacicel TOUC MPONYOUUEVOLG VOUTIKOUG
1OXUP1OMOUC TOULC OE EAATTWMATIKEGC OUVTETAYMEVEC, KAT1 TOUL
KaB10Td Ta MAVTOA TOU OULvEMdyovTtal amd oavtd Eemepacpéva, avtd
mov ol ldAAol Ba amokaAovoav «caduc» — mov onuaivel dkvpo. Kat
otovg 6vVo, avtd mapéxetr Ox1 poévo Oikaiwya evnuUépwong Twv
A& 1WoEWY TOLG evwrniov Tov OHE, aAAd ka1 vmoypéwon va To MPAEEet
Bdoelr TOULU oOLVUPEPOVTOC KABE TMAevpdc. EmimAéov, n mpdoeatn
geuneiplia deiyxyver 611, €1061KAd pe TETOlM OTOlYElQ 01
avtiotoilxotr i1oyxyvpiopgoil TOUC ATav AdBOG, €AV 01 TPEYOUVLOEC
OUVVOUIATlEC amEéTvyav Kol ol dV0 YWpeC mAyav o6To d1KAOTAPlO I OEF
6lrattnoia yia to {ATNUA, TO TMPWTIO MPAyuda TOL TOLG CnTNONKE Oa
ATOV va OVTILKATAOTAOOUY TO EAQTTWHMATLIKODG XAPTEC
MPOYMUATOTIOLWVTHC AEMTOUEPELIC EPEVVEC KAl OVAAVOELC Yyl TOV
akp1Bf mpoodiropioud tuxbév onueiwv dragwviag.And TEYVIKA dmnoyn,
totE, val, o AlBavog mpémnetl oiyovpa va kKivnBel ypriyopa yia va
EVNUEPWOEL Y1 T1GC OULVTETAYMUEVEG TOU €1XE TMPONYOLHEVWC
KataB€éoel otov OHE. AAAG Kol GAAeC okeEyelg mpénel esniong va
otobulotovv.MNa napddeiypa, €v) o AiBavog €ivatr kvplapyxn xwpa,
bev umopel va ayvoAoeEl €VvTEAWNC T1GC 0O€0E€1C €EWTEPLKWV
nopayovtwv. O0tav avtol €pyovtalr oe avtibeon ME TG OH1KEC TOUL
eM1OLVUiEC KAl avaykeg, mpEmMel va otabuilel Ta UMEP KAl TA KATA
Kal va amogacilel avdAoya. e auvtAv tnv nepinmtwon, IopanAivol
a&twyatovYol mpoomdednocav va amobappvvovv Tov AiBavo va



KATOBECET T1C OLVTIETAYMEVEG N va Kabvotepioouv PE GAAO TpoTO
TNV EMOVAANYN TWYV TPOAVAPEPOETIOWY OCLVOULALWYV, aLEAVOVTONC TNV
MPOOMT1KA 6Tl KAT1 TETO10 Oa PMOPOVOE va aAmoTPEPYel TNV mpododo,
va eEMBEIVIOEL T1C EVTACELC KAl V& OVOYKAGEL Pl MEYAAVTEPN
QVOUOVH Yla omoladAmoTe vmeEPAKTIA avATMTLEN metpeAaiov Kol
@Uo1KoU aepiov. To TteAevtaio onueio Ba umopovoe va £€XEl
10raitepn onuacia AOyw TG onuoaciag¢ plac evepyelakAG €KpnéNng
ylta Tov mANOuvopd touv AlBdvov. H oilkovopia tou A1Bdvouv €xet
ovpplkvwOel katd mepimov 25% Katd TO TMOPEABOV £T0C, META TNV
afEtnon Xpewv mov 0dAynoe otnv Katdppevon Tov vouiouaTog KOl
OT1C QAUVENOCELC TWV TLUWY KOTAVOAWTA 1oL Yopaktnpilovtal wg
VNEPTANBWPLOMOC. AKOUN XE1pdtepa, N TMOALTIKA TAEN €xel dei&er
Alyo otopdyt yla ta €16n TwWv PETUPPLOUIOCEWV TOL aAMAlTOVVTAlL
yla tnv €€acpdAion d1dowong amd to AreOvéC Nopiopatikd Taupeio
(ANT).To onueplvo UTMOVPY1KO OULUBOVA1O, HME EMIKEPAAAC TOV
npwovmovpyd Xoodv NTidum, mopalTABNKE TPy amd €ntd UPAVEC Y1l
Mla €kpn&én oto Alpdvi TnGg Bnputov mov katéotpeye Oekddec
X1A1ddec onitia, omdéte Aertouvpyel vméd tnv eniBAeyn. O
6loplopévoc d61adoxdc tov eival emiong o mpokdtox6C TOUL, O
npwnv mpwdvmovpyd¢ Saad Hariri, o omoio¢ mapaitA®nke o 1610¢
EVOYEL ATKW@Y dlapoapTvplwv MOV KATEAOPBAV TN XWPQA O6TA TEAN TOU
2019. Evy) amoAauBdvel onuavTiKA UTOOTAPLEN OE OPLOMEVEC EEVEC
MPWTEVOVOGEC, N €0WTEPLKR O€on TovL Hariri pupmopel va
xopoaktnplotel povo w¢ advvaun , Kat TOo amAd yeyovoc Ot1 Hev
unépeoce va oxnuoatiocel vmovpylkd oLPBOUVA1LO HETA amd MEPLOCGOTEPO
and H1od xpovo apAvel Aiyn au@iBoAia ot1 akbéua Kl av TO
Katoapépel, Ba e€ival oe peydAo PBadbud avikavo¢ va AdBet
ano@ac1oTikl dpdon oe onuavtikd CntApata.Exovpe Aoimdév €va
AAA0 epwTnUa: mpEmel o AlBavog va moapattndel amd oplopéva amd
Ta H1KATWUATA TOL Yyl va EMITAXVVEL Pla OoLUPwvia TOU TOV
emtpEnel va apyioetr va kepdilel kdmora amapaitnta €coda amd
unepdKT1ovG mlépouG;H amdvtnon o€ oavtd mpEmel va £ivatr €va
nxnpo «o6x1». H ouvoplakA mMeEPlLOXN TMEPLEXEL MEPLKEC amMO TG TIO
UTMOCYOUEVEG UMEPAKTIEC €KTAoE1LC TOL AlBdvouv Kal, €v Tmdon
neplnIwoel, 6ev vndpxel kapia eyyovnon 6t1 n napaitnof tTng Oa
A€1dvel 1O £060OC Yyla M1X HIMAWMATIKA avoKAALYN — KOl aKOUn
KXl av To €Kave, N €EwTeEPlKh emévduon mov amnatteital yla va



aveBdoel pla evepyelakhi Blounyavia kat n epyacia €€aptdtatl amnd
M1 OAGKANPn oe€lpd mpovmobecewv, 161wg amd t1¢ peTappuvbuicerg
nmov koaveig dev pndépeoce va aviiAnebei.Eniong, €ktdc amd TNV
avaAvon Touv 2011, o1 €vomAeg ©Ouvdpeic TovL Al1Bdvov
npaypoatonoinoav 61KEC TouLC Aemtouepeic MEAETEG, Ol oOmoOieEg
EXYOLV €V10XVOEL onUOVTiK& TN B€on TovL A1Bdvov. 01 aVRTEPO1
agltwpatikol t™ng LAF €xouv emniong amnoaAAayel amd vynAd Boabud
ETIOYYEAMATLIOUOU oTOvV dlapecoAafntikd d1dAoyo twv HIMA pe TOULC
IopanAivoug. & ovvbvaoud pe T1¢ mpdéopata KaTATEDELIOEC
OLUVTETAYUEVEG, N moildtnta TOL €pyov TNnG LAF egvbdeExetal va
enitayvvelr tn 61adikaocia drampayudtevong amodeikvoovtac 6Tl n
ABavikA mAgvpd dev Ba @ouokwoel, aAAd ovte Ba ekgoBiotel ovte
fa ekvevplotel. Kaveig bev mepipéver 6t1 n Ovdoilvyktov Oa
eykataAeiyelr tn otev) oxéon TNG ME TO IopanA, OAAA n
npooéyyion tnGg LAF ylia OAEC T1C emiyelpnoelg, mov dev €xouvv
vnootel amwAeleg amd TG avti&odtnTteg TNG ABAVIKAG MOALTIKAC,
gvBappuvel Toug Apepikavov¢ va eivatr 6co To duvatdév mio
ovvepydolpotl.Katl mdAl, n uvmébeon yla £ykKolpn KAl AMOPAC1OTLKN
Tpomomnoinon TNC KOTABEONC TWY OLVTIETAYMEVWY Tov A1Bdvov
paivetatl dikatoAoynuévn, oAA& pévo €dv to CATnua umopel va
avayalticel tn ducAeitoupylkf MOALTIKAG TtOoUL A1Bdvov.Agdouévng
NG totoplag tng moAlTtikAC Ttov A1Bdvov, eivat @uolkd 6Tl akdun
Kat o1 KaAol kaAol maikteg B€Aouvv va diracpaAicovv 6t1 £xouvv
EMAPKA TOA1T1LKA KAALYN TPV KAVOLVY OMOl1adATMOTE ONUAVTLKA
kivnon. Av kot avtd sivat oilyovpa €va BAua ocuvvémeirag, wotdoo,
T MAEOVEKTAMATA TOL €1lval TOGO TPOPAVI] TOL TMPEMEL VA ATA1TODV
MOVO YPAPETOKPATIKA Kol VOUlKA TpwToBovAia amd Ta KATAAANAQ
atopa oto Ymouvpyeio EEwtepikwv. To yeyovdég 6t1 amartel
vynAdtepn €&ovoroddtnon dev Ba mpénel va amnoteAsel HikaroAoyia
yla pla akoun avtimapdbeon 6dppouvc A delAiag, TmoOuL TOULU €X0OULV
QMOEEVWOEL, OQTMOYONTEVLOEL, @QTWYUVEL KAl €XOLV KUPLOAEKT1KA
OKOTWoEl €Katovtddeg Y1A1ddeg ArBaveélovg Tov TeAsgvtaio H100
atwva.AvtifeTa, TPEMEL VA MOAPOKIVACGEL TOULG O 1WUATOUYOUG VA
yivouv dnuiouvpylkol yla TO0 mMWG va onuelwoouvv Tmpdodo onuepa
Xwpi¢ va agnoovv TOLG avBpwmovg va avafdAAovy yla avplo.
Yrndpyovv tpdémotl ocvuPfipacupov otn dradikacia ywpig va Bvoildoouvpe
tn Aoyobdooia, TNV akepatdtnta A TN dHlagpdvela KAl T



6lrakvBevpata £ivatl 1600 VYNAA TOL n €VPEOCH H1AC TETOLAC
@opuovAac Ba afilelr 0, TU mpoomdbeila amattel. Kal yia pla
@opd, o Aadc tov ApBdvouv umopel va MIOTEVEL OT1 Ol NYETEG TOVL
EVEPYOUVY Y1la KaBapd €Ov1ikoUC AGyouC Kal OX1 TMPOCWT1KOUC.

How an 01l Company Becomes a
Renewables Company

How to Earn $2.6 Billion
Equinor 1Q 2021 earnings by segment
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MNote: E&P is exploration and production. Earnings omit $53 million loss from NOtherIBIOOI'I'IbBI'g Green
Last week a raft of oil majors released their first-quarter
results, with companies like Royal Dutch Shell Plc showing a
return to pre-pandemic profit levels. At the same time, some
of the majors increased their energy transition commitments:
as my Bloomberg Intelligence colleagues Salih Yilmaz and Will
Hares noted on Twitter, Spanish firm Repsol SA devoted 40% of
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its capital expenditure to low-carbon projects, and France’s
Total SE stated plans to increase its renewable energy
capacity five-fold over the next four years.

There are energy-transition commitments, though, and then
there are energy-transition results. And on the latter side,
one company shines: Norway’'s state-owned oil producer, Equinor
ASA. It posted more than $2.6 billion of earnings in the first
quarter of 2021, 49% of which was from renewable energy. Last
quarter, Equinor earned more from renewables than it did from
oil and gas exploration and production.

But Equinor’s results are more than evidence of a successful
renewable-energy strategy. They’'re also a sign of the
challenge ahead for other oil majors with similar ambitions.

Equinor’s capital gains in renewables came from “farm downs,”
i.e. the selling of assets at various stages of development to
new owners. (Another term for farm down is “asset rotation,”
which I discussed last week.) Equinor divested a 50% interest
in two U.S. offshore wind projects and a 10% interest in two
U.K. offshore wind farms. While asset rotation is slowing down
in the power utility sector, it seems to be working fine for
Equinor.

More interesting than the farming down itself is who Equinor
is farming down to: two other European oil majors! BP Plc 1is
buying into the U.S. projects, and Italy’s Eni SpA is buying
into the U.K. projects—or in other words, BP and Eni are
paying Equinor for the privilege of taking on the earlier
stages of developing offshore wind.

Therein lies the challenge for Big 0il’'s energy transition
plans. Equinor’s way to benefit from renewable-energy assets
is, essentially, to put in the early work of developing
them—and then reap the cash benefits of selling them to
others.

Importantly, early wind development is more time-dependent and
expertise-dependent than it is capital-dependent. Equinor’s



U.S. wind assets are the result of its success 1in the
country’s 2018 offshore-lease auction, when it won stakes with
a bid of $135 million. In its latest earnings statement, the
company says BP paid $1.2 billion for those same assets,
netting the Norwegian company $1 billion on the deal.

Equinor is a special creature in a few ways. First, one of the
reasons it could be an early developer of U.S. offshore wind
is that it has decades of experience developing and operating
offshore oil and gas assets. Other oil majors (in particular
BP) can claim the same expertise, but Equinor seems
particularly adept at it.

Second, the company is two-thirds owned by the Kingdom of
Norway, with Norway'’s Government Pension Fund Global, also
known as Norges Bank, owning another 3.59% of the company
via Folketrygdfondet, which is authorized to invest 85% of its
funds in Norwegian companies. Not only 1is the government a
particularly patient and committed shareholder, it also has a
hand in 1its portfolio companies’ strategies. The
Folketrygdfondet “has an interest in an orderly transition in
line with the Paris Agreement” and expects that its portfolio
companies “integrate climate change considerations into
policies and strategy.”

So to recap: Norway reinvests its state-oil company’s revenues
back into said oil company, while also helping drive said oil
company’s energy transition strategy. As Equinor’s first-
quarter results show, all of this effort and coordination has
made it possible for an oil company to get half its revenues
from renewable energy, at least for now. Other oil majors
reaching for that same brass ring will have their work cut out
for them, certainly—-and may continue to resort to buying
assets from each other in their quest to get there.

Nathaniel Bullard is BloombergNEF’s Chief Content Officer.



Big 0il’s Chemical Profits
Show Inflationary Double
Whammy

Shutdowns Easing
U.S. chemical capacity is slowly returning after the Texas freeze
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(Bloomberg) — Drive down any highway in the world and you’ll
see countless reminders that the price of Big 0il’s primary
product is rising. What’s less obvious is how the inflationary
pressures from transport fuel are being amplified by another
part of this sprawling industry — chemicals.

The cost of the building blocks for everything from plastics
to paint has surged over the past year. That's great for
companies like Exxon Mobil Corp. and Royal Dutch Shell Plc,
whose petrochemical units just earned their biggest profit in
years.

But it’s unwelcome news for consumers as commodities from
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copper to lumber are already testing record highs. The price
of materials like PVC and ethylene, staples of construction
and manufacturing, have risen to the highest in at least seven
years on a combination of pandemic-driven demand, the broader
post-Covid recovery and once-in-a generation supply
disruptions.

“The demand is coming from food, packaging, medical goods,
protective equipment,” said Oswald Clint, senior research
analysts at Sanford C Bernstein Ltd. “Does it add to
inflation? Yes.”

0il has advanced steadily this year, coming within a whisker
of $70 a barrel in London this week. Yet even as higher crude
prices boosted earnings from the oil majors’ exploration and
production units, the performance of their petrochemical
businesses really stood out.

In the first three months of this year, Exxon made $1.4
billion from chemicals, more than in any quarter since at
least 2014, when o0il prices were above $100 a barrel. More
than a fifth of Shell’s $3.23 billion of adjusted net income
for the period came from the division, the highest in four
years.

Global Winners

It’s not just the oil majors seeing sales surge. Chemicals was
the fastest growing unit at Indian conglomerate Reliance
Industries Ltd. in the first three months of 2021, compared
with the prior quarter.

Other winners from the boom include Brazil'’'s Braskem SA,
Indorama Ventures PCL from Thailand, Celanese Corp., Dow Inc.
and LyondellBasell Industries NV in the U.S., and Saudi Basic
Industries Corp., according to Jason Miner, Bloomberg
Intelligence chemicals analyst.

“It's a story of the strength of the intermediates,” Shell



chief financial officer Jessica Uhl told investors on April
29, referring to compounds that are derived from basic
petrochemical feedstocks. Demand is growing as the economy
recovers, notably in Asia, she said.

For example, the price of styrene monomer — used in medical
devices and latex — surpassed $1,000 a ton in the first
quarter, Uhl said. The average price of the chemical at the
port of Rotterdam in the Netherlands was about $700 a ton in
2020, according to data compiled by Bloomberg.

The global vaccination drive and large stimulus packages are
boosting consumer sentiment and demand from health care,
packaging, consumer durables, textiles and automobiles,
Reliance said in its earnings presentation last week. Demand
for polymers and polyesters has been particularly strong in
India, it said.

Trouble in Texas

This isn’t just a story about strong demand. The chemicals
industry is also just coming back from several major supply
disruptions.

Back-to-back hurricanes on the U.S. Gulf Coast last year were
followed by unusually cold weather in February, which knocked
out much of the electricity grid in Texas and forced giant
petrochemical facilities to shut down. Two months later, many
are still not back working at full-capacity.

The region has become a dominant player in the world’s
plastics trade thanks to natural gas liquids — a cheap
petrochemical feedstock — coming out of the Texas shale boom.
For example, North America is the world’s biggest producer of
high-density polyethylene, used in everything from shampoo
bottles to snowboards. It’s also the largest exporter of PVC.

“The big freeze sent a shockwave through global petrochemical
markets,” Vienna-based consultant JBC Energy GmbH said in a



note. While almost all of the plants that were disabled by the
weather have been brought back online, inventories of many
chemicals are still low, keeping prices elevated, it said.

The price of ethylene, the chemical building block for
everything from plastics to solvents, reached a seven-year
high of 59.5 cents a pound in March, according to ICIS, a data
and analytics provider. PVC reached a record high of $1,625 a
ton that month.

Even recycled plastic is in high demand, with the price of
polyethylene terephthalate, or PET, used for drinks bottles
and packaged food, reaching a 10-year high of 1,250 euros
($1,519) a metric ton in northwest Europe on Wednesday,
according to S&P Global Platts. The price remained at that
level Friday.

“If you were able to get back up and running quickly after the
storm” you found a marketplace desperate for your product that
“would almost pay any price to get it,” said Jeremy Pafford,
head of North America at ICIS.

The tight supply and demand balance for many chemicals looks
set to continue in the second quarter, Exxon Chief Executive
Officer Darren Woods said on a call with analysts last week.
Dow and LyondellBasell have said they are currently selling
everything they produce and don’t anticipate being able to
restock inventories until the third or fourth quarter.

To manufacture enough chemicals to satisfy customer demand and
start building up its stockpiles again, the U.S. needs “four
dull months” without any further disruption, said Pafford.

But hurricane season is just around the corner, and the global
economy does not have time on its side.

The world is expected to see a surge in spending in the coming
months as many countries end their lockdowns and cooped-up
consumers dip into their savings or stimulus checks. That



could happen alongside the continuation of pandemic-driven
trends such as high demand for plastic medical goods as new
strains of Covid-19 trigger fresh outbreaks around the world.

“Demand for personal protective equipment is unlikely to fade
soon,” said Armaan Ashraf, an analyst at consultant FGE. “E-
commerce, retail, durable goods demand is also likely to
remain strong through the rest of this year as well.”

(Updates PET price in 17th paragraph)
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