Qatar 1s among ‘Top 10 LNG
exporters’ 1in January; global
LNG exports hit 35.5mn
tonnes: GECF
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Qatar is among the list of ‘Top 10 LNG exporters’ in January,
data provided by the Gas Exporting Countries Forum (GECF)
show. The other LNG exporting countries in the list are US,
Australia, Russia, Malaysia, Indonesia, Algeria, Oman, Nigeria
and Trinidad and Tobago.

Qatar is among the list of ‘Top 10 LNG exporters’ in January,
data provided by the Gas Exporting Countries Forum (GECF)
show.

The other LNG exporting countries in the 1list are US,
Australia, Russia, Malaysia, Indonesia, Algeria, Oman, Nigeria
and

Trinidad and Tobago.

In its inaugural edition of the Monthly Gas Market Report
(MGMR) GECF said that in January, global LNG exports grew by
2.8% (0.98mn tonnes) y-o-y to 35.56mn tonnes.

The higher LNG exports were driven mainly by non-GECF
countries and to a lesser extent from GECF member countries
and LNG reloads.

However, GECF member countries were the largest LNG exporter
globally with a share of 49.7%, down from 50.9% during the
same period a year earlier.

Similarly, the share of LNG reloads in global LNG exports
decreased from 1.5% to 1.2% during the same period.

In contrast, the share of non-GECF countries LNG exports
globally increased from 47.9% to 48.8%.

GECF cited Rystad Energy’s preliminary forecast and said
global natural gas production was estimated to have decreased
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by 0.4% to 4,032 bcm in 2022 due to the decline in production
in the CIS and Africa regions.

Several factors, including a decrease in gas demand due to
high prices and geopolitical tensions, exerted downward
pressure on gas production.

Conversely, natural gas output of North America, the Middle
East, Europe, and Latin America increased by 64 bcm, 19 bcm, 7
bcm, and 3bcm, respectively.

The 2022 figures have been slightly revised upward from the
previous month’s estimates due to upward revisions in natural
gas output in Asia Pacific, the Middle East, and North
America. Non-GECF natural gas output is estimated to increase
by 3.8% to reach 2,388 bcm in 2022, mainly due to a production
increase of 47bcm in the US.

In 2023, the forecasts reveal a growth in global gas
production, driven by growth in North America, the Middle
East, Africa, Latin America, and Asia Pacific.

GECF said it is pleased to unveil the inaugural edition of the
Monthly Gas Market Report (MGMR). This new publication offers
a comprehensive analysis of the global gas market on a monthly
basis.

The report provides essential insights for industry players,
policymakers, and stakeholders, including a detailed analysis
of gas demand and supply, international trade flows, gas
storage trends, pricing trends, and the impact of the global
economy on the gas market.

“The GECF is committed to delivering high-quality information
and analysis, and 1is confident that the Monthly Gas Market
Report will be a valuable resource for all those interested in
the gas industry,” said Mohamed Hamel, secretary-general,
GECF.



GECF member countries’
petrochemical expansion set
to boost exports

[x]

The export value of selected petrochemicals such as methanol,
ammonia, ethylene, propylene, polyethylene, and polypropylene
from GECF member countries was estimated at $28.8bn in 2021,
Doha-headquartered Gas Exporting Countries Forum said in an
expert commentary.

Polyethylene exports from GECF member countries accounted for
the bulk of the petrochemical export value with a share of
44%, followed by methanol (21%), ammonia (19%), polypropylene
(13%), ethylene (2%), and propylene (1%).

“Given the petrochemical sector expansion plans in the GECF
member countries and their competitive advantages,
petrochemicals exports value may increase in coming years,”
GECF’s Gas Market Analysis Department noted in the commentary.

Export value of selected petrochemicals such as methanol,
ammonia, ethylene, propylene, polyethylene, and polypropylene
from GECF member countries was estimated at $28.8bn in 2021,
Doha-headquartered Gas Exporting Countries Forum said in an
expert commentary

Moreover, a significant portion of petrochemicals and
fertilisers are consumed domestically in GECF member
countries. Some endogenous factors are critical for
determining whether to export or domestically consume
petrochemical products. For example, geographic location,
access to the export infrastructure such as seaports,
economy’s structure, climate, and agriculture sector’s
potential impact decision-making on whether to consume
petrochemical products domestically or export them.
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Global natural gas consumption continues to be dominated by
the power generation, industrial and residential sectors,
where it is used as an energy fuel source. In the meantime,
non-energy use of natural gas, mainly in the petrochemical
industry, represents only 6% of global natural gas consumption
— around 230bn cubic meters (bcm) per year.

In this context, there is plenty of room for further
penetration of natural gas in the petrochemical sector, with
natural gas used as a feedstock to make higher value-added
products.

GECF member countries, endowed with the world’s largest proven
natural gas reserves, have a prominent potential to monetise
their natural gas resources through developing higher value-
added petrochemical products.

For many countries, the establishment of a petrochemical value
chain can secure a number of potential benefits for their
economies and societies.

These include diversification of the national economy away
from one major source of export revenues; growth of the
national economy, mainly through the addition of value to raw
materials; sustainable export revenues amidst the volatility
of oil and gas prices; potential socio-economic benefits on
the state level (job creation, higher wages) and potential
environmental advantages of developing the petrochemical
industry.

The petrochemical industry has shown significant growth in
recent years, and GECF member countries continued to be the
leaders in the global petrochemical industry. While each GECF
member country has its own specific strengths, they have some
common advantages.

Firstly, the major advantage of GECF member countries is the
availability of natural gas resources which is one of the key
feedstock in the industry, with more than 70% of global proven
natural gas reserves concentrated there.

Secondly, petrochemical producers in GECF member countries are
likely to enjoy low-cost feedstock, and in this context they
have a competitive advantage compared to other producers,



particularly in Europe and Asia, when gas prices are
relatively lower than o0il and coal prices.

Thirdly, GECF member countries also have the relevant
infrastructure and integrated supply networks. In addition,
they have the well-established expertise in the managerial and
technical aspects of the industry. Moreover, the Forum
presents GECF member countries with a unique opportunity to
collaborate and share knowledge and best practices.

The GECF analysis shows that there is a great potential for
its member countries to monetise their natural gas through the
petrochemical industry. This is supported by their leading
role as a reliable supplier of petrochemicals globally,
abundance of untapped natural gas reserves and a bright
outlook for demand for petrochemicals.

Column: Europe faces more
high gas prices next winter

[x]

LONDON, Jan 20 (Reuters) — Europe 1s on course to end the
winter of 2022/23 with a record amount of gas in storage,
putting downward pressure on futures prices for deliveries
this spring and summer.

But even with a record inventory carry over, the region will
likely experience higher prices and renewed pressure to
conserve gas in the winter of 2023/24.

Europe’s storage is designed to smooth out seasonal variations
in consumption not to provide a strategic stockpile to protect
against an embargo disrupting supplies.

Combined gas consumption in the European Union and United
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Kingdom was around 5,203 terawatt-hours (TWh) in 2019, the
last full year before the pandemic, according to Eurostat.

They have enough capacity to store 1,129 TWh, equivalent to
about 21% of annual consumption, according to Gas
Infrastructure Europe.

In practice, storage depletion supplies a much smaller share
of actual consumption each year, typically around 10%.

SEASONAL STORAGE

Seasonal storage is designed to absorb excess production
during summer, discharging during winter to meet peaking
consumption.

Using inventories to shift supply from summer to winter in
this way is more cost-effective than maintaining lots of extra
production capacity that would only be used a few months each
year.

Inventories are large enough to cope with the unpredictability
of winter heating demand and ensure supply does not run out in
the event winter is much colder than average.

But given the relatively small volume of gas that can be
stored, the inventory system cannot provide both seasonal and
strategic storage at the same time.

STOCK CLEARANCE

Storage follows a two-season cycle of summer (with inventories
accumulating from roughly April to September) and winter
(inventories depleting from roughly October to March).

Deviations from this are usually reversed within the
subsequent season via large changes in prices forcing
inventories back to the long-term average within 6-12 months.



If inventories end the summer unusually high, prices fall to
boost consumption, ensure inventories deplete faster and end
winter close to average.

Conversely, if inventories end winter low, prices rise to curb
consumption, accelerate inventory accumulation and end summer
close to normal.

Price changes ensure that inventories normalise within a
single storage year rather than over multiple storage years.

RECORD CARRYOVER

Gas conservation policies, high prices and an extended period
of unusually warm temperatures between mid-December and mid-
January have combined to avert possible gas shortages this
winter.

EU and UK storage is on course to end the winter of 2022/23
more than 54% full, well above the average of 35% over the
previous 12 years (“Aggregated gas storage inventory”, GIE,
January 20).

But that means there will be much less unused space to absorb
over-production during the summer season of 2023.

Lack of storage will ensure prices fall to stimulate
consumption and discourage production to limit inventory
accumulation.

But the futures market is forward-looking; traders are already
anticipating, accelerating and amplifying the price decline.

Prices have tumbled to limit excess inventories and create
more space for gas to be put into storage during summer 2023.

Futures prices for gas delivered in March 2023 have fallen to
less than €65 per megawatt-hour from €177 at the start of
October and a peak of €338 in August.



Pressure on storage space 1is likely to keep prices low this
summer even if they then rise again next winter.

Given the limitations of the storage system, a record
carryover from winter 2022/23 will lessen but cannot eliminate
the need for high prices and conservation in winter 2023/24.

Higher inventories provide more energy security than lower
ones, but policymakers should avoid implying inventories alone
are enough to prevent shortages or price spikes next winter.

Gasoline’s Slow Fade Heralds
US Supply Pain Now, Gain
Later for Climate

=]

(Bloomberg) — Gasoline demand in the US has peaked, with a
surprise slowdown last year signaling that consumption 1is
unlikely to ever again return to pre-Covid levels.

This long-awaited milestone shows that climate-friendly
initiatives put into place more than a decade ago are finally
taking the US across the threshold. American drivers are
traveling more miles on less fuel than ever thanks to a
generation of cars with more efficient engines as well as new
electric vehicles. The government forecasts further declines
for gasoline demand this year and next.

What comes next is a two-track future: short-term pain,
followed by decades of economic and environmental benefits.

In the next several years, the fuel industry is poised to cut
supply faster than the drop in demand, with more plants due to
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shut or convert to smaller biofuels facilities. The result
could be production crunches for gasoline, price spikes or
even limited outages because of the mismatch. Paradoxically
for drivers, 1it’s gasoline’s slow death that will make it
painful.

In the longer term, falling gasoline demand will eventually
mean tamer prices and lower emissions, which is obviously good
news for the environment since transportation is the biggest
contributor to greenhouse gas emissions in the US.

Peak gasoline will “have significant implications for
consumers, inflation, politics,” said Mark Finley, an energy
fellow at Rice University’s Baker Institute for Public Policy.
“AlLl in all, a big deal — over time.”

One of the strange things about being at peak gasoline is that
there’s still quite a lot of demand. Consumption started
plateauing in the years before the pandemic. Even as it drops
now, it’'s not falling off a cliff and is still at what
historically would be considered high levels.

At the same time, oil refiners, who turn crude into useable
fuels, are already cutting back to stay profitable. The supply
losses were exacerbated because of pandemic-induced shutdowns.
Since gasoline plants are destined to become uneconomical
stranded assets as demand fades, there’s little incentive to
increase output from them now.

In simple terms, the refining industry risks moving on from
gasoline more quickly than consumers.

It’s the latest example of the global energy transition’s
bumpy path. While most prices have calmed in the past few
months, the jolts in natural gas, electricity and fuel markets
are likely to be with us for the next several years as
investments flow out of fossil fuels and into technologies for
clean power. And it also underscores why energy-driven
inflation has become harder to control - even periods of



relative stability will likely be punctuated with volatile
price jumps that will make the Federal Reserve’s job that much
more difficult.

What’s Happening With Supply?

0il refiners have already reduced their production capacity by
more than 1 million barrels a day, equal to about 5% of the US
total.

That squeeze helped to send retail gasoline prices to all-time
highs in 2022 and left drivers in parts of the country facing
lines to fuel up during the worst crunches of 2021. The
disruptions are set to continue because of just how long the
lingering dependency on gasoline will last.

“It will take decades for gas-powered vehicles to drive off
into the sunset,” said Rob Jackson, a professor of Earth
system science at Stanford University.

Supply concerns in recent days helped to send the the gasoline
crack spread — a measure of profitability of turning crude oil
into the fuel — 1in New York up to levels not seen since last
summer.

How Much Will US Demand Fall?

The Energy Information Administration sees a modest decrease
for 2023, predicting a drop of less than 1% to 8.74 million
barrels a day.

Matthew Parry, head of long-term forecasting at consultancy
Energy Aspects, says the declines will become more pronounced
over time. He predicts consumption will slump by about 15%
between 2022 and 2027, for a total decline of around 1.4
million barrels a day over the period.

“It’'s the ongoing replacement of old cars with more fuel
efficient ones that contributes to the steady erosion in the
amount of gasoline used per mile,” said Linda Giesecke, an



analyst at consultancy ESAI.

US fuel economy in 2021 reached a record 25.42 miles per
gallon, and preliminary data for 2022 shows an even greater
jump to 26.36, according to the Environmental
Protection Agency. These are the results of tough fuel mileage
standards Barack Obama called a “harbinger for change” back in
2009. President Joe Biden has put forward even more aggressive
goals, and his administration’s Inflation Reduction Act
dedicates $374 billion to climate-related spending, including
for EVs.

How Long Will the Bumps Last?

It's hard to predict exactly when the supply and demand sides
will even out, partly because that will depend on how quickly
consumers buy new fuel-efficient cars and EVs.

In 2022, vehicles that run on full or partial electricity were
poised to account for more than 17% of US auto sales, up from
3.3% six years ago, according to researcher LMC Automotive.
But so far, EVs account for less than 1% of all vehicles on
the road.

Cutting fuel demand is a long game. To put in perspective how
much time it takes for the fleet to turn over: Even if all
cars sold in the US today are EVs, it will take an estimated
nine years for EVs to replace just half the cars on US roads,
according to John Eichberger, executive director of the Fuels
Institute.

What Does This Mean for Inflation?

Gasoline accounts for about 4% of the consumer price index.
But fuel costs loom much larger in the minds of consumers,
many of whom have to fill up their tanks weekly. To understand
the outsized role gasoline plays in the economy, just consider
the extraordinary steps that the Biden administration took in
the last few years to keep prices under control: The president



ordered a huge release of reserves from the strategic oil
stockpiles and was imploring American oil drillers to increase
output, even though the move stood in contrast to his climate-
focused agenda.

Short-term price spikes in the next few years will continue to
be a headache for policymakers. But zooming out a bit more,
the long-term decrease in fuel demand will eventually help to
keep costs in check.

“The politics of gasoline will also change,” said Rice
University’s Finley.
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Prospects for the Cyprus EEZ
in 2023

[x]
With no end in sight for the Russia-Ukraine war, global energy

markets will continue to be unstable, making 2023 another
difficult year for global energy.

On top of this, with uncertainties in global energy policy
continuing, as Europe and the US pursue a faster energy
transition, and elections in Cyprus, Greece and Turkey, oil
companies operating in the Cyprus EEZ are unlikely to announce
any major new initiatives in 2023.

Chevron'’s appraisal drilling at Aphrodite is expected later in
the year, but it may produce more questions than answers. The
reservoir is compartmentalized, and the well will be drilled
in the middle and largest section.

Even though the Minister of Energy makes frequent references
to gas exports from Aphrodite starting in 2027, there are no
clear plans by Chevron and its partners to support this. For
such a date to be feasible, gas sales contracts should have
already been signed with prospective buyers in Egypt. But 11
years after the discovery of Aphrodite, the Minister is still
talking about the development plan being “in the final stages
and we expect to have news soon,” an often-repeated statement
without any indication by when.

The announcement of 2-3 trillion cubic feet (tcf) gas
discovery at Zeus-1 in block 6 by Eni/TotalEnergies 1in
December, is good news. Small, but it adds to the two other
small discoveries in the same block, Cronos-1 with 2,5tcf and
Calypso likely with 1-2tcf. It strengthens the case for the
potential linking of these gas fields to the subsea production
facilities at Eni’s Zohr gas field in Egypt, to be transported
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to the Damietta LNG plant for liquefaction and export.

Earlier in the week, the Minister of Energy suggested that the
Eni-TotalEnergies consortium wishes to implement faster steps
in the exploitation of block 6. But this was not borne out at
the meeting of the two companies with the President on 10
January. Apart from generalities, and reconfirming commitment
to Cyprus’ EEZ, there was no mention of any such plans at this
stage. Instead, TotalEnergies expressed interest to
participate in future in solar energy projects, but there was
no indication of when, where or generation capacity.

Evidently, the companies operating in Cyprus’ EEZ are not
rushing with any new commitments or investments at this stage.
This was confirmed by the Minister. Asked if there will be any
activity in Cyprus’ EEZ this year, she said “These are
certainly issues that we discuss within the development plan
of each block.we do not have anything concrete to announce,
but there will definitely be some activity in the coming
year."”

The prospects for the development of the discovered gas fields
in Cyprus EEZ in 2023 are low.

Apart from the need for oil company commitment, this requires
a change of policy by the EU regarding the future use of
natural gas in Europe. Even though it is looking for new
supplies in the short-term to 2030 to replace Russian gas, the
longer-term future remains uncertain.

EU's position, embodied in its REPowerEU strategy, is to
reduce gas consumption in Europe by 30 per cent by 2030, and
carry on reducing this further on the way to achieving net-
zero emissions by 2050. It has already achieved a 20 per cent
reduction in gas consumption year-on-year. This discourages
European utilities from entering into long-term gas purchase
contracts, which are needed to encourage the development of
new gas fields that require 20+ years of exports.



I believe that challenges to the reliability and performance
of renewables due to the effects of climatic change on wind
speeds and rainfall will eventually force the EU to change its
gas policies later in the decade. Already EU countries are
calling for changes to the Green Deal that recognize the need
for gas longer-term.

This will open up opportunities for the development of East
Med gas for export to Europe.

But Cyprus must also prepare the ground to make this possible.
An obstacle to developing Cyprus gas fields 1is the
geopolitical risk associated with the wunresolved Cyprus
problem and Turkey'’s continuous threats. With elections in
Cyprus, Greece, and Turkey ushering in new governments by the
summer of 2023, the second half of 2023 will be the right time
to redouble efforts to overcome these obstacles.

Turkey'’s priority will be to tackle its catastrophic economic
problems, something that will require the goodwill,
cooperation and support of Europe and the US.

Readiness by Cyprus to enter into meaningful discussions to
resolve the Cyprus problem will be supported by Europe and the
US. Turkey may also consider this as key to gaining the
cooperation of Europe and the US and becoming more amenable to
working with them towards a solution.

A cooperative approach by all is the one most likely to
produce the best possible results.

Preparing the ground also includes concluding the discussions
with Israel regarding the Aphrodite-Ishai unitization dispute.
But with changes in government, both in Israel and in Cyprus,
this may have to wait until the second half of 2023.

With prospects for developing Cyprus’ EEZ being low in 2023,
the new President must prioritize the development of
renewables from the currently low levels and the development



of an integrated, long-term, strategy for energy and the
economy, currently lacking.

Aramco sees oil demand
picking up on China and
aviation recovery

[=]

The world’s biggest oil company is confident demand will pick
up strongly this year as China reopens its economy and the
aviation market recovers.

“We are very optimistic in terms of demand coming back to the
market,” Saudi Aramco’s chief executive officer, Amin Nasser,
said in an interview. “We are starting to see good signs
coming out of China. Hopefully, in the next couple of months,
we'll see more of a pickup in the economy there.”

Demand for jet fuel is now around 1lmn barrels a day below pre-
pandemic levels, according to Nasser, roughly half the figure
from a year ago. “It’s picking up,” he said at the World
Economic Forum in Davos.

0il prices whipsawed in 2022. Brent crude surged to almost
$130 a barrel in the wake of Russia’s attack on Ukraine, but
slumped in recent months as the Chinese, US and European
economies slowed. It’'s trading at about $86.80 a barrel, up 1%
since the end of December.

Many Wall Street banks, including Goldman Sachs Group Inc,
expect it to climb above $100 a barrel in the second half of
the year. They cite a global economic rebound by that time,
low fuel stockpiles in nations such as the US and the
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potential for Russian exports to drop as the west tightens
sanctions.

Nasser reiterated that companies need to invest more in oil
production. Idle capacity stands at 2mn barrels a day, barely
above total demand of 100mn barrels, and will probably drop as
China ends its coronavirus lockdowns, he said.

The world needs 4-6mn barrels a day of new production just to
make up for the natural decline in existing fields, according
to the CEO.

“We’re moving into the situation where we'’re eroding spare
capacity and any supply interruptions will have a huge
impact,” he said.

“We will be in a situation similar to natural gas,” he said,
referring to how prices for the fuel jumped to the equivalent
of $250 a barrel after Russia’s invasion.

The Saudi Arabian state-controlled company sees oil demand
continuing to grow for the rest of the decade, even as
electric vehicles become more popular and investors pour money
into renewable energy.

“It’s offsetting some of the demand” for oil, said the CEO.
Still, crude consumption will “definitely” be higher in 2030.
The increasing use of petrochemicals - feedstocks for
everything from plastics to fertilisers and clothes - 1is
positive for Aramco, he said.

The company wants to convert 4mn barrels a day of crude into
petrochemicals by the end of the decade. It’s looking at more
investments in Chinese refineries and liquid-to-chemical
plants as part of that push, said Nasser.

“We’re in serious discussions with so many entities” in China,
he said.

Last year, Aramco and its chemicals subsidiary, Sabic, said
they were planning to build a 320,000 barrels-per-day refinery
at Gulei, a coastal Chinese town.

Aramco is also investing billions of dollars in hydrogen, a
fuel seen as crucial to the transition to cleaner forms of
energy. The Saudi firm aims to export blue hydrogen, made by
converting natural gas and capturing the carbon dioxide



emitted in the process, on a large scale from about 2030.
Talks with potential importers in Japan and South Korea are
progressing, though they’ll probably need to get assurances of
financial support from their governments before they sign any
supply contracts, Nasser said.

“They think they’ll be able to do it in 2023,” he said. “We’ll
see.”

Blue hydrogen may end up costing the equivalent of around $250
a barrel of oil, Nasser said, though Aramco won’t know until
it’s done more research.

“It's not going to be $80 or $100” a barrel, he said. “This is
cleaner — it costs more.”

Negotiations with European firms are proving tougher,
primarily because they want to wait for technological advances
to bring down the price of blue hydrogen.

Natural gas rollercoaster
throws Europe’s inflation
outlook wide open

Cratering natural-gas prices thanks to warm winter weather are
raising the odds that the eurozone’s inflation scourge will
ease sooner than anticipated.

After a year when consumer prices consistently overshot
predictions following Russia’s invasion of Ukraine, the bloc
kicks off 2023 with the prospect of that dynamic reversing and
with its near-term economic outlook brightening.

There’s even a chance headline inflation will reach the
European Central Bank's 2% target in the fourth quarter,
rather than in 2025 as the institution forecast just a month
ago, according to Joerg Angele, a senior economist at Bantleon
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in Zurich.

If gas prices stay where they are, “there’d be massive
downward pressure on inflation” he said. With the ECB’s
December assumptions way above current market levels, its next
set of projections may well be revised lower.

The ECB “is off the mark again,” Angele said. “But this time
in the other direction.”

The catch is that uncertainty about the path for gas prices
remains high, even as optimism builds that the worst of
Europe’s energy crisis is behind it.

Mild temperatures, more diversified supplies and efforts to
cut consumption have eased much of the pressure unleashed when
Russia attacked its neighbour almost a year ago. Gas
inventories are far higher than the last five years’ average
and prices have recently traded below pre-war levels.

German Economy Minister Robert Habeck said this month that the
danger of “a complete economic meltdown” appears to have been
averted. The rosier outlook marks an about-turn from just a
few months ago, when it was feared the region would struggle
to keep the lights on during the colder months.

Even so, much of the winter remains, and there are risks from
any bouts of extreme weather or fresh supply disruptions. A
cold snap is forecast for the region in the coming days.

There are also concerns that Europe could face an even tougher
year ahead as it struggles to rebuild the gas inventories
previously supplied by Russia, while China’s sudden Covid
reopening could create more demand for liquefied natural gas.
“The impact of lower gas prices depends on whether they remain
at these levels or whether it’'s a temporary relaxation,” said
Aila Mihr, an economist at Danske Bank in Copenhagen.

“There’s still a risk that the situation could deteriorate in
case of a new shock, or an attack on European energy
infrastructure,” she said. “If the situation remains as it 1is,
it means that the slowdown in energy inflation could come
faster than previously expected.”

The more favourable energy situation is making economists more
bullish. Goldman Sachs and Bank of America last week dropped



expectations that the eurozone will suffer a winter recession,
saying lower gas prices will probably quicken the retreat in
inflation.

Such views were bolstered by data on Friday showing that
Germany'’'s economy probably avoided a contraction in the final
three months of 2022.

Others, however, warn there’s a lot of pain still to come.
While there’s a fairly direct link between wholesale gas
prices and what consumers pay in countries like Italy and the
Netherlands, Bantleon’s Angele says many households — renters
in Germany, for instance — will still face with eye-watering
heating bills this year.

Finance ministers across the region, meanwhile, may breathe a
sigh of relief as the myriad support measures they agreed on
last year look like being cheaper than feared. Economists at
Berenberg have already lowered their forecast for the euro
region’s 2023 fiscal deficit to 3.7% from 4.3%.

All of this is unlikely to make a big impression on ECB
policymakers, who’'ve lately emphasised their focus on
underlying inflation that strips out volatile components like
energy and food. That measure hit a record in December, with
chief economist Philip Lane warning wage gains will keep it
elevated.

“The latest inflation optimism in markets has maybe been a bit
much and they focused too much on headline inflation,”
Danske’s Mihr said. “Core inflation is still rising and it's
the key determinant for the ECB in the near term. I don’t
think that the slowdown in energy inflation will make them
more dovish in the near term.”



BYD Challenges Tesla for
Global Electric Vehicle Sales
Supremacy

=]

A (Jan 13): In the last edition of Bloomberg’'s Hyperdrive
newsletter, BloombergNEF offered up three predictions for the
electric vehicle market in 2023: that sales will keep growing,
albeit at a slower pace; that this will be a big year for
plug-in trucks and vans; and that the global public charging
station network will continue to steadily expand.BYD SD Motors
Malaysia as part of Sime Darby Motors (SDM), with the
distributorship agreement between both parties having been
signed in September 2022.A (Jan 12): Chinese carmaker BYD Co
is planning a bold push into India’s electric car market,
joining a rush of foreign carmakers jockeying for a bigger
share of the world’s fourth-biggest auto market.HANOI (Jan
13): Chinese electric vehicle (EV) maker BYD Auto Co plans to
build a plant in Vietnam to produce car parts, three people
with knowledge of the plan told Reuters , in a move that would
reduce the company’s reliance on China and deepen its supply
chain in Southeast Asia as part of a global expansion.

Today, let’s look at four more prognoses for the year, having
to do with Tesla’s budding rivalry with BYD, the outlook for
EV startups and battery prices, and the impact of the US
Inflation Reduction Act.Might BYD overtake Tesla in battery-
electric vehicle sales? Betting against Tesla historically has
been a bad wager more often than not, but BNEF’'s team of
analysts reckon 2023 could end with a new EV volume
leader.Both feature Blade EV batteries which the manufacturer
has developed in-house, and both power a front-mounted
electric motor rated to produce 204 PS and 310 Nm of
torque.BYD has been expanding its model lineup, geographic
footprint and manufacturing capacity very rapidly in the last
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two years.India is a good bet because “people are realizing
the need for EVs and the charging infrastructure is picking
up.If you include the company’s plug-in hybrid electric
vehicles, it already overtook Tesla in 2022, and its sales of
fully electric vehicles soared to around 911,000 last year
from 321,000 in 2021.3 seconds.BNEF still expects Tesla's
sales to grow by 30% to 40% in 2023 as its new plants near
Berlin and in Austin, Texas, continue to ramp up.Backed by
Warren Buffett’s Berkshire Hathaway, BYD makes both plug-in
hybrids and pure electric vehicles.

But the macroeconomic environment is shifting rapidly, with
higher interest rates, falling home prices and battered stock
markets all starting to weigh heavily on consumers’ purchase
decisions.Standard kit for the Atto 3 Standard Range includes
a panoramic sunroof, heated electric wing mirrors, 5.MG Motor
India, a unit of China’s SAIC Motor Corp on Wednesday said it
plans to launch three electric models by the end of next year,
while South Korea's Kia Corp said it plans to invest 20
billion rupees (US%$245 million) in India over the next four to
five years to develop electric vehicles and launch its first
domestically made EV in 2025.Elon Musk'’s Twitter antics also
are turning off some potential buyers just as the competition
heats up.Tesla’s Model Y will still be the best-selling EV in
the world in 2023 and likely will make it into the top-three
models of any type after cracking the top five in 2022.BYD
Atto 3 — click to enlarge Next up, the Extended Range adds an
electronic tailgate, multi-colour gradient rhythmic ambient
lighting on the door handles (single colour on the SR) and
eight speakers with “Dirac HD” sound, PM2.Tesla’'s Supercharger
network is also still a major differentiator, particularly in
North America, where public charging is less developed.It’s
planning to sell 15,000 electric vehicles this year.This race
will go down to the wire and depend heavily on pricing
strategies.Rolling stock distinguishes the two; the SR rolls
on 215/60 R17 tyres, while the ER wears 215/55R18 rubber.One
said construction was planned to start by mid-year.



With major price cuts just made in the US and Europe, and
already in play in China, Tesla is showing willingness to wage
a price war to keep its volume growing.Tesla has room to
manoeuvre here and probably can stay ahead for much of the
year, but BYD may be able edge out its competitor in the final
months.Meanwhile, the drive unit in the Atto 3 gets its own
warranty as well, with eight-year, 150,000 km coverage for the
motor, motor controller, DC assembly and electric control
assembly.The company’s expansion comes at a time when India 1is
increasing scrutiny of Chinese firms.BYD's sales are still
mostly concentrated in China, so its success will depend in
large part on how the country unwinds its Covid Zero
policy.Both will remain miles ahead of legacy automakers, with
Volkswagen finishing a distant third place.Driving heaven to
him is exercising a playful chassis on twisty paths; prizes
ergonomics and involvement over gadgetry.Battery prices stay
elevated, averaging US$152 per kilowatt-hour In 2022, the
volume-weighted average prices of lithium-ion battery packs
across all sectors averaged US$151 per kWh, a 7% increase and
the first time BNEF recorded a rise.BYD will position itself
as a “global” technology powerhouse to overcome the barriers
of operating as a Chinese company in India and bring
“confidence to customers,” Gopalakrishnan said.BYD is looking
to lease 80 hectares of industrial land, more than doubling
its footprint in Vietnam, where its electronic unit rents 60
hectares, a second source said.

BNEF expects the average battery pack price to rise slightly
this year to US$152 per kWh..Lithium prices will remain
elevated, but should stay below earlier highs and pave the way
for battery prices to decline again in 2024.The US Inflation
Reduction Act puts the US in the EV and battery-making game
One of the big surprises of 2022 was the Inflation Reduction
Act and its provisions to help boost EV adoption and on-shore
EV manufacturing and the battery supply chain.Gopalakrishnan
sald consumers are no longer so price-sensitive, with 41% of
the 3.While some details are still forthcoming, automakers and



battery manufacturers are already responding.BNEF tracked
almost US$28 billion in new investment announcements in North
America related to e-mobility and batteries after the law
passed in August.If finalised in May, that finding would mean
those companies would be subject to duties on products made in
Vietnam and some other Southeast Asian countries.

China’'s lead here is formidable, but it’'s still early days for
this transition.It will explore adding manufacturing
facilities when demand increases in the next two to three
years, Gopalakrishnan said.Only 2% of cars on the road
globally are electric today, and there’s a lot to play for as
nations and regions looks to build the next clusters of
technology and manufacturing.Importantly, with much of the
investment in the US flowing into red states, EVs should be a
less-partisan issue this year and beyond.We expect that more
than US$80 billion will be committed to the North American
battery supply chain in 2023.Despite Prime Minister Narendra
Modi’s ‘Make in India’ push, BYD doesn’t have immediate plans
to localize battery production and will continue importing
them.These decisions are complex and often evaluated over many
years, so pinning causality purely on IRA isn’t appropriate.

Still, incentives are tipping the scales, and we’ll gradually
get more clarity on how other regions will respond.Industrial
policy is back in vogue, with EVs and batteries at center
stage.A wave of bankruptcies and consolidation There are too
many automakers, and 2023 will make this painfully clear.The
number of auto producers has been rising steadily for the last
decade as the combination of cheap money and a window of
opportunity with respect to electrification enticed new
entrants.Slowing EV sales growth will cause a reckoning, as
many realize they either don’t have the capital to reach
scale, the segments they’re targeting are already crowded (for
example, the premium end of the market) or consumers are
simply not interested in taking a leap on a relatively unknown
brand during a time of economic uncertainty.



The window of opportunity for new entrants has closed, and the
number of automakers will decline this year.Other areas of the
e-mobility value chain should fare better but also could see a
thinning of the ranks.Subscribe to Mid-day email alert We
deliver news to your inbox daily.
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By William Wilkes

Germany’s industrial heavyweights like BASF SE battling an
unprecedented energy crunch are seeing signs the worst of the
crisis has passed.

Fears of gas rationing after Russia’s invasion of Ukraine have
dissipated for the country’s chemicals, metals and glass
makers amid mild temperatures and Germany completing its first
liquefied natural gas import terminal. Companies switching to
purchasing gas and electricity in the spot market instead of
long-term agreements are already reaping the benefits.

Energy prices are significantly lower for us,” said
Christopher Profitlich, a spokesman for SKW Piesteritz GmbH,
which was forced to halt production of key base chemical
ammonia last year after gas prices surged. “Both our machines
are working and all of our production staff are working
again.”

Germany’s pivot to wean itself off Russian gas is paying off.
The government has rushed to tap liquefied natural gas in the
market, boosting imports to Europe to a record high and
keeping reservoirs close to full through the early winter. The
country has also fast-tracked building LNG terminals.

“It looks like the risk of forced gas rationing has gone away
this winter,” said Wolfgang GroBe Entrup, who heads Germany'’s
VCI chemical sector association. “But prices will need to stay



lower for much longer for most companies to see a real
difference.”

The surge in gas prices forced many industrial companies
to curb output, stoking fears for the furture of factories and
jobs. Major manufacturers including automaker Volkswagen
AG and chemical giant BASF drew up emergency plans in case of
supply disruptions, as Russia effectively stopped direct gas
flows since September.

Price Shock

While prices have started to wane, they remain significantly
above levels seen before Russia started under-delivering gas
in the months before its February 2022 invasion. Companies
dealing with the price shock said customers in many cases have
turned elsewhere, such as sourcing aluminum parts from the US
or Asia.

“The feeling of apocalypse has lifted,” said Marius Baader,
managing director of Aluminium Deutschland which represents
aluminum manufacturers, said by phone. “But there’s no reason
to celebrate yet.”

The drag on Europe’s biggest economy has also eased.
Economists had predicted a downturn in September after
measures of consumer confidence dropped and surveys of
purchasing managers signaled a decline in output. Now the
broader economy appears to be flatlining rather than
shrinking.

“The currently stable energy supply situation ensures that
production 1is secured for the time being,” said Matthias
Frederichs, head of the BV building materials manufacturers’
association. “Still, there can be no talk of relief.”



