Higher o1l prices offer
‘temporary relief’ to Mena
exporters: IIF

Higher oil prices offer “temporary” relief to the oil
exporters of the Middle East and North Africa (Mena) whose
economic prospects are improving, according to the Institute
of International Finance (IIF), the Washington-based economic
think tank.

0il prices rose rapidly in the past six months on
unanticipated sharp output fall in Venezuela, the extension of
the producers’ pact on production cuts to the 2018- end, the
escalation of tensions in the Mena, which enhanced risks of
0oil supply disruption; and higher global oil demand. We have
revised upward our average Brent oil price assumption to $72
per barrel for 2018 (33% increase form 2017),” IIF said.

With the projected $18 increase in average oil prices in 2018
against last year, it expects the cumulative current account
surplus for the nine Mena oil exporters (Saudi Arabia, the
UAE, Kuwait, Qatar, Oman, Bahrain, Algeria, Iraq and Iran) to
increase from $56bn in 2017 to $233bn (9.5% of gross domestic
product) in 2018. “The fiscal situation for Mena oil exporters
(except Bahrain and Oman) 1is now on firmer footing. The
respective authorities in the region have implemented serious
fiscal adjustment in recent years,” it said.

Higher oil prices, combined with additional non-hydrocarbon
revenue, should more than offset the 7% average increase in
public spending, leading to narrower deficits (excluding
investment income), according to the IIF. “We expect the
consolidated fiscal deficit for the nine Mena oil exporters to
decrease from 7.5% of GDP in 2017 to 3% in 2018,"” it said,
adding when included investment incomes, which are very large
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in Kuwait, the UAE and Qatar, the cumulative deficit will be
much smaller.

Highlighting that gross public foreign assets will resume its
rise to $2.9trn by end-2018; it said about 70% of these assets
are in the form of sovereign wealth funds. With relatively
little public external debt, the region’s net public external
assets position of $2.6bn (108% of GDP) is substantial, the
report added. Expecting non hydrocarbon growth to accelerate
from 2.3% in 2017 to 2.8% in 2018 (still well below the
average growth of 6.2% in 2001-2014); IIF said the growth
pickup will be supported by the shift to fiscal expansion
following three years of consolidation. A tighter monetary
stance in the six GCC countries and Iraq, whose currencies are
pegged to the US dollar, could offset some of the gains from
expansionary fiscal stances. “We expect a cumulative increase
of 100 bps in key policy rates, in line with the four Fed
hikes of 25 bps each,” it said.

UK could face court action
over air pollution after EU
warning: ‘We can delay no
more’
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Proposals made on Tuesday are ‘not substantial enough to
change the big picture’

Nine European countries including the UK could face legal
action if they fail to make progress on reducing air
pollution, the EU's top environment official has warned.

The intervention came as legal air pollution limits for the
whole year were reached within a month in London.

Brixton Road, Lambeth, has seen levels of pollutant nitrogen
dioxide exceed average hourly limits 18 times so far this
year, the maximum allowed under European Union air quality
rules.

Inaction by national governments over the issue prompted the
European Commission’s environment commissioner, Karmenu
Vella, to warn of legal action after talks with ministers from
nine EU countries including Britain, France, Germany, Spain



and Italy — all of which regularly flout the bloc’s air
quality standards.

“Every year, an astonishing number of citizens’ lives are cut
short because of air pollution,” Mr Vella said.

“We have known this for decades, and the air quality limit
values have been in place for almost as long.

“And yet, still today, in 2018, 400 000 people are still dying
prematurely every year because of a massive, widespread
failure to address the problem.”

He continued: “The deadlines for meeting the legal obligations
have long elapsed.. we can delay no more.”

Poor air quality caused by vehicle emissions, industry, power
plants and agriculture is known to cause or exacerbate asthma
and other respiratory problems.

Air pollution also has significant economic impacts,
increasing healthcare costs, reducing employees’ productivity
and damaging crops, soil, forests and rivers, according to the
European Environment Agency’s latest annual report.

It has taken the London longer to reach the air pollution
limit this year than last year when legal levels were breached
less than a week into the new year.

But while campaigners welcomed action by London Mayor Sadigq
Khan to tackle pollution, they warned the relative delay in
reaching the limit this year could be down to weather
conditions dispersing the dirty air.

Environmental groups called for the Government to take urgent
steps, including creating and funding clean air zones 1in
pollution hotspots across the UK where 85% of areas still
break air quality rules which should have been achieved in
2010.



Government estimates suggest compliance for levels of nitrogen
dioxide, much of which comes from road transport, particularly
diesel, will not be met until 2026.

The most recent data shows that around 7 per cent of the urban
population within the EU was exposed to fine particulate
levels higher than the EU-stipulated limit in 2015.

If the stricter World Health Organisation limits are applied,
that rises sharply to 82 per cent.

The countries represented at Tuesday’s summit have been given
ten days to submit new proposals for meeting EU air quality
standards regarding particle levels.

In Mr Vella’s opinion, the proposals offered by the nine
offending countries were “not substantial enough to change the
big picture”.

He insisted that the only way to avoid court action was to
take “all possible measures without delay”.

Reacting to the outcome of the summit, ClientEarth lawyer Ugo
Taddei said: “Commissioner Vella was evidently unimpressed.

“The European Commission should now follow this blatant
inaction through to its legal consequences and trigger court
actions without further delay.

“The people of Europe have waited long enough to breathe clean
air.”



EU Commission warns members
it will get tough on
pollution

BRUSSELS (Reuters) — The European Commission said on Tuesday
it would get tough on air quality and penalize members that
breached EU rules on pollutants such as nitrogen oxide and
particulate matter.

The Commission estimates that 400,000 people die every year as
the result of airborne pollution, and targets introduced for
2005 and 2010 are still being exceeded in 23 of 28 EU
countries.

After a meeting with the environment ministers of nine
countries which face legal action because of air quality
problems, including the bloc’s largest economies Germany and
France, EU Environment Commissioner Karmenu Vella said his
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patience was running thin.

“The deadlines for meeting the legal obligations have long
elapsed, and some say we have waited already too long, but we
can delay no more, and I have made this very clear to
ministers this morning,” Vella told a news conference.

He added that while countries had made some suggestions during
the meeting, air quality standards would still be breached
well beyond 2020 unless new measures were taken.

“In our exchange, there were some positive suggestions, but I
have to say that at first sight, these were not substantial
enough to change the bigger picture,” Vella said, adding
members had until next week to improve on their proposals.

The EU Commission can take countries to Europe’s top court if
they breach EU law. Poland as well as Bulgaria have already
faced legal action over air quality issues.

Rethink Gas for the Future EU
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The degree to which Europe increases its use of gas will
depend on the regulations put in place, on the efficiency of
the emissions trading system and on the ability to prove the
benefits brought by its use

This year Europe is facing a real winter, and many European
households keep themselves warm with natural gas. Gas
consumption in power generation is also growing and 1is a
strong backup for the increasing levels of intermittent
renewable energy. All told, more then a fifth of energy
consumption in the EU comes from the use of gas. According to
the Agency for the Cooperation of Energy Regulators (ACER) gas
demand in 2016 rose by 7 percent compared to 2015, reaching
4962 TWh (terawatt hours). Gas 1s a cost-effective part of
Europe’s energy mix, as the global market is well supplied and
prices remain competitive with other fuels. The International
Energy Agency (IEA) in its “Global Gas Security Review 2017"
notes that natural gas 1is the cleanest and least carbon
intensive fossil fuel and that it is expected to play a key
role in the transition to a cleaner and more flexible energy
system. In its World Energy Outlook’s central scenario, the
IEA anticipates that natural gas will be the only fossil fuel
that will maintain its share in the energy mix in the coming
decades. The EU 1is an integral part of an increasingly



globally interconnected gas market, but its own production,
while significant, in 2016 supplied only 27 percent of demand,
with a resultant huge reliance on both pipeline and LNG
importation.

An efficient and liberalized interconnection

A clear asset of the European gas 1industry 1is 1its
infrastructure network. Gas pipelines, distribution networks,
LNG import terminals and underground storage provides
necessary flexibility to the European energy system’s variable
seasonal demand. After 30 years of progressive liberalization
an interconnected gas market has emerged and continues to
develop in the EU. A good indicator of this is the fact that
75 percent of its gas 1is priced to within EUR1/MWh of the gas
trading hub in the Netherlands. Also significant gas flow
fluctuations are accommodated smoothly, and that results in
market participants being flexible in their response to
changing market fundamentals. Developments in the LNG market,
such as new supply routes like the Southern Corridor,
additional interconnections in the internal energy market and
new focused legislation have fundamentally improved the EU’s
supply security. The fact that Russia has increased its market
share to 34 percent doesn’t create worries, because this
increase is happening in the competitive environment created
by the third energy market legislation package. New gas
discoveries close to the EU’s borders in the eastern part of
Mediterranean and the final investment decisions made for the
production from these sites provide an additional guarantee
for a secure gas supply. Still the question is asked whether
gas 1is a transition or destination fuel? Some voices are
calling for an urgent phase-out of all fossil fuels, including
natural gas.

On the positive side, while methane can leak if not properly
handled from well to wheel, natural gas is the fossil fuel
that emits the least greenhouse gases—about half the (02
produced by burning coal if properly produced, transported and



used. Gas 1s also well placed to supply back-up to
intermittent renewable electricity because of its flexibility
and short start-up times. Because of these qualities gas 1is
sometimes referred to as a renewables best friend.

Nevertheless, on the negative side, natural gas is a fossil
fuel that emits substantial amounts of greenhouse gases—with
the risk that venting, flaring and leaking can more than
offset gas advantages. According to Climate Action Tracker,
full lifecycle emissions, including the fuel chain and also
the manufacturing of energy conversion technology, implies
emissions in the range of 410-650 g C02 eq/kwh for combined
cycle plants as the most effective combustion plants.

How to look at this contradiction? From one side, the use of
gas leads to good public acceptance, a vibrant internal market
and extensive infrastructure, all of which could provide for
Europe’s future energy system. From the other side gas leads
to greenhouse gas emissions that aren’t consistent with the
fight against climate change. Industry wants policymakers to
avoid picking winners in the fuel mix and instead focus on
setting frameworks for fuels to compete on the basis of the
three objectives: sustainability, affordability and security
of supply.

Renewables increasingly in focus

Today the EU is clearly focused on the promotion of renewable
energy. In 2015, renewable energy contributed 17 percent to
total final energy consumption. There are indications that the
stated objective of 20 percent of renewable energy in the EU’s
energy mix will be reached by 2020. The European Commission in
the “Clean energy for all Europeans” legislative package
proposes an objective of 27 percent of the renewable energy
share in total final energy consumption by 2030. The
International Renewable Energy Agency (IRENA) in February 2018
published a study “Renewable energy prospects for the European
Union.” It concludes that the EU could double the share of the
renewable energy in the energy mix from 17 percent in 2015 to



34 percent in 2030 with existing technologies if the right
enabling framework is established. The study emphasizes that
all EU countries have the cost-effective potential to use more
renewables and that to achieve this goal a yearly investment
of USD 73 billion would be required. But even using all this
renewable potential a majority of the energy supply in 2030
will be provided by fossil fuels. IRENA’s model shows that gas
will be the most used fossil fuel in 2030, but the presence of
coal will still be strong.

The EU, which accounts for about 10 percent of global GHG
emissions, 1is firmly committed to fighting climate change
under an ambitious reading and implementation of the Paris
Agreement. The target is to cut the EU’s emissions by 80-95
percent by 2050, and that change requires that the EU’s
electricity, transport and heating and cooling sectors be
carbon free by that time. Achieving such objectives while
reusing part of the existing infrastructures and changing
much, but not all, of the existing energy system suggests that
the strategy has to mobilize all existing assets in the most
efficient way possible.

Blue gold as the route to low carbon transition..

Gas offers substantial potential to replace higher carbon
emitting fuels to work in partnership with renewables to
satisfy energy demand and flexibility needs. Increased
electrification will drive some change in the role of gas in
the energy mix and increased coordination between power and
gas will be required to ensure the most efficient interaction
to deliver baseload and peak energy demand.

For a successful future of gas use it is important that carbon
pricing and trading are put on the right track. The revision
of the EU Emission Trading System (ETS) for the period after
2020 anticipates that sectors covered by the ETS have to
reduce their emissions by 43 percent compared to 2005. To this
end the overall number of emission allowances will decline at
an annual rate of 2.2 percent from 2021 onwards. This 1is a



considerable increase from the existing phase, where an annual
decline rate is 1.74 percent. We could expect a considerable
increase in carbon prices, accelerating departure of coal use
in the EU. Also, for gas as a fossil fuel carbon capture,
usage and storage will be important. Demonstrating that all of
this could be economically implemented and supported by an
appropriate regulatory framework and favorable public opinion
is crucial for the long-term future of natural gas use.

An interesting and promising avenue for the future of gas 1is
decarbonization by increased use of renewable (green) gas.
Renewable gas—biomethane and hydrogen notably-can be
transported in existing gas pipes, even if with some
adaptations. This would be at a fraction of the cost to carry
the same amount of energy in the form of electrons, a ratio as
much as one to ten in favor of gas. There is also clear
political support for renewable gas. A good example is the
recent announcement by France’s President Emmanuel Macron to
support green gas production with a fund of 100 million euros.
Macron has also promised to remove some administrative
bottlenecks related to this project. Actually France’s energy
transition law has a very ambitious target to provide 30 TWh
from renewable gas in final energy consumption by 2030. Some
experts believe that with appropriate support, the ambition
could be even greater.

The EU has some experience in producing and using biomethane
and hydrogen, but it is fair to say that there is a long way
to go before renewable gas becomes a significant part of the
energy mix, as volumes of biogas and biomethane have been very
modest. In 2015 EU member countries—most notably the
northwestern countries—produced biogas equivalent to less than
20 bcm of natural gas, thereby covering a mere 4 percent of
total EU demand for gas. Only in Germany, which accounts for
half of total EU production, can this be considered a
significant resource at this stage. For reasons of cost and
technical constraints, only a small part of the gas thereby



produced has been injected into the natural gas grid, most of
it being used to produce heat and power locally. To understand
how ambitious objectives could be in the years to come, one
must consider a variety of bottlenecks in the production,
transport, storage and application of renewable gas.

.. And the near future is in biogas

To start with what already works, sufficient knowledge and
techniques are presently available to produce biogas from
landfills and sewage mostly wusing anaerobic digestion
technology. C02 needs to be removed from produced biogas and
other purification must be carried out to get biomethane that
meets the necessary standards to be injected into the natural
gas grid. Such upgrading is, of course, costlier if applied to
the relatively small volumes available from given farm or
landfill. The gasification of woody biomass could produce
higher volumes and help scale up installations, but so far
such technology is still used only in pilot projects.

A lot of expectations are put on producing renewable gas from
renewable electricity. The surplus of intermittent solar
and/or wind energy could be stored in the form of hydrogen by
running at least part of such surplus through electrolyzers.
Today, such a surplus translates into negative prices in the
wholesale power market. Doing so on a large scale is being
considered in connection with large North Sea offshore-wind
projects. Breakthroughs are still needed, however, in power-
to-gas technologies, as electrolyzers able to work
intermittently are presently costlier to build and operate.
The significant capital costs also need to be spread over
enough hours and days of operation to make the per gas-unit
cost acceptable.

Renewable gas could be transported by trucks, dedicated
pipelines and the EU-wide natural gas grid. It would be
especially convenient to use the existing grid for
transporting renewable gas. Hydrogen can be injected into the
natural gas grid, but it influences combustion behavior and



materials integrity, which sets limits. Also, a higher flow
rate is required to meet demand, because hydrogen’s volumetric
energy density is substantially lower than natural gas. As for
biomethane, its injection is less constrained than that of
hydrogen, provided that gas quality checks have been carried
out. Today each EU country has established its own
limitations, and regulations related to injections of hydrogen
can differ widely even between neighboring coun-tries.
Challenges also exist when one envisions the storage of
significant volumes of renewable gas, notably hydrogen.
Methanization can then appear as an attractive alternative, as
hydrogen can also be turned into methane when combined with
C02, and this does away with technical constraints regarding
transport and use. The challenge then arises as to which
sources of C02 would be acceptable and/or preferable to
produce biomethane.

Biomethane could substitute natural gas in almost every sector
and application. In industry, renewable gas could serve both
as an energy source and a feedstock. It could be used for
residential sector heating. By contrast, hydrogen today 1is
used mostly in industry. A hydrogen-driven economy will
therefore require a more pro-found transformation. In mobility
the potential use of renewable gas is substantial with the
exception of air transport. While some countries have
developed very significant fleets of gas-powered vehicles, 1in
many others use of renewable gas in transport is hampered by
the lack of refueling infrastructure. The interesting
breakthrough for the use of renewable gas could come with
decreasing costs for hydrogen fuel cells vehicles.

The decarbonization of the gas sector could develop step by
step. In this respect certificates, whether Guarantee of
Origin (GoOs) certificates for green gases or C02 certificates
used as offsets could play a role in facilitating acceptance
and lowering costs. Altogether, it is correct to say that
measures to promote renewable gas are relevant to all elements



of the gas value chain.

A key role in Europe’s energy economy

Gas—both natural and renewable- clearly has a place 1in
Europe’s future energy economy. The part of it in the EU’s
energy mix will depend on political frameworks put in place,
from the efficiency of an improved emission trading system and
from the gas industry demonstrating the benefits of gas use in
decarbonized energy system. It is difficult to speculate about
the part of gas in the EU’s energy mix by 2050. We could try
to extrapolate the results of the aforementioned study by
IRENA: “Renewable energy prospects in the European Union.” At
the level of 27 percent in the EU’s energy mix by 2030, fossil
fuels will have a share of 62 percent. The part of natural gas
from this share is roughly 40 percent and that would mean 25
percent for natural gas in the energy mix. Renewable gas could
grow in the period to 2030 to 8-12 percent from the current 4
percent level of natural gas consumption. With the growth of
the renewable component of the energy mix, fossil fuels will
decline, but the part of natural gas in the fossil fuels 1is
increasing. All this could bring an increased share of gas in
the EU's energy mix.

Andris Piebalgs

Politician and diplomat, he is a councilor of the President of
Latvia and he was European Commissioner for Energy (Barroso I)
and for Development (Barroso II). He was also a minister of
Finance and Public Education of Latvia, 1in addition Chairman
of the commission for the budget and finances of Parliament.
Finally, he was a Latvian ambassador at the EU.



Qatar welcomes Maronite
Patriarch with open arms
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Maronite Patriarch Bechara Rahi has wrapped up a visit to
Qatar aimed at serving the spiritual needs of Christian
expatriates working in the country, addressing temporal issues
relating to the Lebanese community there, and increasing the
number of Qatari visitors to Lebanon.



One of the highlights came when Rahi laid the foundation stone
for what will be Mar Charbel Church, the first Maronite church
in a Gulf Cooperation Council country. The new facility will
be built within the Religious Complex in Doha’s Abu Hamour
district, which houses places of worship for several Christian
denominations, including Roman Catholics, Anglicans, and Greek
Orthodox.



Rahi, who serves as a Cardinal of the Roman Catholic Church



and whose official title is Patriarch of Antioch and All the
East, led a delegation that included Archbishop Francisco
Montecillo Padilla, Apostolic Nuncio to Qatar and four other
Gulf countries; Bishop Camillo Ballin, Apostolic Vicar of
Northern Arabia; and Archbishop Samir Mazloum, and Archbishops
Mazloum and Sayyah, Emeritus Curial Bishop of Antioch and Fr.
Charbel Mhanna, Patriarchal Envoy for the Maronites in Qatar.
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The patriarch was warmly received by numerous senior
officials, chief among them the Emir, Sheikh Tamim bin Hamad
al-Thani; the Prime Minister, Sheikh Abdullah bin Nasser bin
Khalifa al-Thani; the Foreign Minister, Sheikh Mohammed bin
Abdel-Rahman al-Thani; and the Minister of Environment and
Municipalities, Mohammed bin Abdullah al-Rumaihi. The
delegation was accompanied to these meetings by businessman
Roudi Baroudi, a prominent member of the Lebanese business
community in Doha.
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At each stop, Qatari leaders expressed their gratitude and
their respect for Lebanese expatriates, who have been
instrumental in diluting the impact of efforts by Saudi Arabia
and certain other countries to strangle Qatar’s economy since
mid-2017. Many Lebanese of all faiths have even put off plans
to return to their homeland, standing shoulder to shoulder
with their hosts to help Qatar maintain strong growth despite
the resulting pressures.
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Rahi, who was making his third visit to Doha since becoming
Patriarch in 2011, also addressed practical considerations in
order to strengthen the Qatari-Lebanese relationship,
including a streamlining of the processes by which Lebanese



expatriates obtain residency and other status documents in
Qatar. He also called for a lifting of the travel advisory
that Doha has had in place for Lebanon since November 2017,
when Lebanese Prime Minister Saad Hariri resigned under highly
suspicious circumstances while visiting Saudi Arabia in
November 2017.
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