R. Baroudi (CEO Energy &
Environment Holding): “Key”
to Europe’s energy
independence, Eastern
Mediterranean deposits of
hydrocarbons and offshore
wind farms
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ABAva, 27.05.2022 — “Climate change and market instability are
the two main parameters in recent years for the global energy
market,” highlighted Mr. Roudi Baroudi, CEO of Energy &
Environment Holding at his speech on the second day of the
10th Athens Energy Dialogues conference on May 26-27.

According to Mr. Baroudi the goal is a new energy mix that is
both environmentally sustainable and economically viable.
Another crucial point is that reliability of cleaner and
greener sources are not yet sufficient to fully meet demand,
and getting there will require years of planning, investment,
and construction. If we take existing technologies offline
before newer ones can replace them, the resulting shortages
will cause prices to spike, driving up the cost of living and
causing whole economies to collapse. On the other hand, if we
wait too long to decarbonize the global economy, climate
change threatens to inflict even greater damage.

The Russian invasion to Ukraine has changed the geopolitical
status quo, according to Mr. Baroudi.
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The war in Ukraine, has exposed not only Europe’s dangerous
over-reliance on natural gas and other energy imports from
Russia, but also the extent to which disrupting that
relationship could wreak havoc around the world. Ever since
Moscow launched its invasion in late February, the European
Union has been hesitant to impose sanctions on Russia’s energy
industry because it lacks other alternatives, and it lacks
those alternatives because of a years-long hesitance to
maintain a sufficiently diverse basket of sources and
suppliers.

The continent also suffers from inadequate regasification
capacity, which means it cannot fully replace piped gas from
Russia with seaborne loads of LNG from other countries.

Mr. Baroudi highlighted that there are solutions for all of
these problems, and some are already under way.

“Europe could also bolster its energy security by helping to
develop the increasingly promising gas fields of the Eastern
Mediterranean, the output of which could then be linked by
undersea and/or overland pipeline to the European mainland.
The utility of these and other moves would also be
significantly enhanced by building new storage facilities for
both LNG and conventional gas, which would make Europe a lot
more resistant to future supply disruptions,” said Mr.
Baroudi.

But most importantly in the long term, Europe needs to seize
the opportunity presented by the great potential for offshore
wind energy in the Mediterranean, since making full use of
this potential — just in the coastal waters — could generate
at least some 500 MILLION megawatts of electricity: in other
words, the same as the entire global nuclear industry.

The Mediterranean region — including both its EU and non-EU
components — can and should be a huge part of this drive for a
dual resiliency against economic and environmental challenges
alike. European investments in MENA countries’ energy output



makes sense for several reasons, including lower labor and
other construction costs, as well as more diversified — and
therefore more reliable — energy supplies.

About a week ago, the European Commission outlined a new plan
to end Europe’s dependence on Russian gas, one that envisions
spending of more than 200 billion Euros over the next five
years. That is a significant number, but now the plan needs to
be funded.

This means that not just the EU itself but also the European
Investment Bank, the World Bank, and the IMF — all need to
open up their vaults. Needless to say, the private sector
would do well to get in on the action as well.

Unfortunately, it is too late to prevent war in Ukraine. But
the faster Europe moves effectively to end its reliance on
Russian gas, embraces closer partnership with 1its
Mediterranean neighbors, and achieves the full independence of
its foreign policy, the sooner it can help to restore the
peace — and prevent similar calamities in the future.

#athensenergydialogues #energy #climate #climatechange

#renewableenergy #sustainability #climateaction
#energyindustry #tsomokos
#H##

For any additional information, please contact Ms. Elias
Gerafenti, Tsomokos SA, tel. 210 728 9000 & 6970808764,
e.gerafenti@tsomokos.gr

R. Baroudi: «AmOAvta £@Q1KTO n
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EAAaDa va ATOTEAEOE 1
OTPATNYLKO EVEPYELAKO KOMPBO
yia tnv Evpwmnn»

x]
[x]

Eva ané ta onuaivovta oTeEAEXN TNGC NMAYKOOU1lQAG EVEPYELAKNAC
ayopdc¢ e&nyel nmw¢ mMPoEKVLWE N TEAE1Q evepyelakh Kataityiba — Tt
AEET YA T1C AOTOXEC MOAITIKEC TNn¢ Evpwnng

0 Roudi Baroudi €xetl 40 ypdévia d1e6v) eunerpia otovg TOMETC
TOov meETPEAaioV KOl TOU QUOLKOU aepiov, TWYV AVAVEWDOTUWY Kal
MPAC1VWY TNYWV KOl TWY EVEPYELAKWY vTodouwv. H kaplépa TOUL
Eekivnoe amd t1¢ Hvwpévecg MoArteieg to 1978, mépace amd tnv
Naykéoura Tpdmela, to ANT kot tnv E. Emitpomn Katl tov £¢epe
otnv meploXA TNG AvatoAlkf¢ Mecoyeiov, meploxn mMov €xel
ueEAeTAcEl PBabld kKal yla tnv omola €xel ypdystr to PiBA{o pe
TitA0 «Maritime Disputes in the Eastern Mediterranean: The Way
Forward».

AievbVvwy oVPPovAog, mAEov, TNG Energy & Environment Holding
Tov Katdp peTéxel oto 1l0o «Athens Energy Dialogues» Kat
UIAOVTOC O0TO newmoney e€mipével 0Tl pila ovvepyaoia EAAGDOC Kot
Touvpkiag otov xwpo tNG evépyerag €ivatr kot duvvath kat apoifaia
EMWPEAAG, av Kol Ol amoAVvTw¢ avwdvvn. Emniong, mpokaAet
atotodoEia n memoiOnof touv O6t1 £€xel E£ekivAoel n dlradikaoclia
QMOKA1UAKWONG TOL KOGTOUG TNG €vEpyelag otnv Evpwrn.

-Mowa €ival n ektiunon ocag¢ yia tTnv evepyeltakhf kpion; Moéco 6Oa
Kpatoel; Yndpxel 61€€odoc amd avth xwpic tn Pwoia;

«Mpopavi¢ etlval €va moAV ocofapd mpoBANuUa, OX1 MOVO Yyla TNV
Evpwnn, aAAd kKal yla oAOKANpo tov KOopo, KoBWC emnpedlel TOOEC
MOAAEC TMTUXEC TNG KOBNUEplvoTnTAG, OmMd TNV T1UA TOU NAEKTPLKOU
pevuatoC €wc tn Bevlivn, T1C METOQPOPEC YEVIKOTEPQA, TNV TPOPLKA
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aAvoida kK.Am. Eilvatl moAU O6UokoAo va mpoBAéyouvue mdéco O«
dlapkéoel, kKaBWC o mMOAEpoC POALC Eekivnoe. H mpdBAgyn prog
nuepounviac AAEng eival dVokKoAo eyyxeipnua, KoBWC TOOO T
npoBARuaTa 600 Kol o1 ADCELC €X0OUV TOAAQ KlvoUPEvVQ HEPN.

Katoapydg, Tto mpéBAnua €ivatl mpoidv MOAAWYV mopaydéviwv, Onwc:

01 TMOAA10TEPEC amopdoselg yla otadiakl katdpynon TNG
XPAONC AvOpaKa KOl TUPNVIKWY OE OPLOMEVEC EVLPWMATKEC
XWPEG

= n anotuyia amoteAecpaTlKAC Olagopomoinong TOL OUVOA1KOD
EVEPYELAKOD KaAaB100 tn¢ Evpwnng (mov obnyel dueca otnv
vnepPBoAlky €&dptnon amd T1C PWOLKEC TpounOeleg, 161wg
arnd TO QUOIKO CEPLO TIOV UETAPEPETOL UE QAYWYoUC)

= 01 EMAKOAOUOEC EMIMTWOELC TNG MAVONUIKAG KATAPPELONG TWV
T1MWY TOoL metpeAaiov Kot TOLU @QUOLKOU aegepiov, TmoOv
avdykaoe TOAAOUGC moapaywyov¢ o€ OA0 TOV KOOGHO v
KAeloovv, odbnywvtag ue TN o€lpd TOL OE QAVODIKEG TMLECELG
oT1¢ 61eBveic T1pEC OTtav n CATNON QAVEKAUYE.

0 ovvdbuvoaopévog avtikTumoG 6Awv aALTWY €y1ve akodun mio BapvC amd
tn ovykvpla: n kpilon €pyxyetal akplBwWC TN OTLYMA TOV
aywv1{OuoocTeE vo TMETUXOVUE HME TOVLG OTOXOLC aAMAAAXYAC amMb TG
EKTIOUTTEC AVOpPOKA, KATAPYWVTOC TO OPLKTA Kavolpya. ETtol o1
EVPWTIHTKEG ayOpPEC EVEPYELAC E£PELVOV EEALPETIKA EVAAWTEC OE
6lakoméc €@odlacpol — N akéua kKot otnv mibavétTnta dOlakomAc.

To va &egondoetlr o méAguoc otnv Ouvkpavia, O0tav avtd €yilve, ATAV
amnd TOAAEC amOYe1LC TO XE1POTEPO OEVAPlO, KAl avtd eilval Tmov
EYOVHUE VO AVTIUETWI{OOVUE.

AcVOtepov, n amnoteAeopatikéTnTa TWV AVoEwv Oa kKobopilotel amd
MOAAATMAEC METABANTEC mov €€apTWvTtal amd Tn owoThH AAYn Kot
EQOPUOYH TWV AMOQACEWVY, TNV E€MUPKN xpnuatodotnon toco amd TG
KvBepvnoel¢ 0600 Kol amd OH14dpopovC YXPNUATOTMIOTWTIKOUVC
0OPYOV10MOUC KOl Tn ovvepyooia PETOED Twv XWPWv TNG EE KOl ME
Tovg yeltovég Ttoug otn Bépeira AgpilkA Kat TNV AVATOAlKA
Meodyeo.



H Evpwmnn €xel mMOAAd kKovumid mov upmopel va matnoel kKat 660
MeEPLoooTEPA MATACEL, TOOO KaAVTEPA OBa £ilval T AMOTEAECUATA.
Mepikd amdé oavtd Oa ATov:

N Koabuvotépnon TNG oOotTadlakAg Katdpynong TOV
AvOpaKL/TLPNV KNG EVEPYELOG

*n pllikA av&non Twv emnMevdVOEWY 0OE QAVAVEWGLHEG TNYEC
EVEPYELOG OTWGC N ALOA1KA KAl n NAlaKA evépyela

= €MéEKTAON TWv duvatotATwY TNG Evpldinng va dEYETOl KAl va
ene€epyaletal petagopd HEOW TMAOIWV LYPOTIOLNUEVOL QUGKOD
agpiov

N KaAvtepn agromoinon té€tolwwv Avcewv otnv Iomavia, MHE
ovbvdeon péow aywywv pe TN NoaAA{a KAl EMOMEVWG ME TNV
vntdAoinn Evpwrnn

» EYKOTAOTAON KO1VWY O1KTOWYV nNAEKTPLKAC €vEPYELQC ME
YELTOV1KEG TEPLOYEC

=n otAplE&n otnv a&iromoinon uUMOBAAAGCO1WY KO1TAOUATWY
@uo1KkoU agplov otnv AvatoAlkA Mecdyelo Katl

* N KOTOOKELA VEWYV aywywv mov ovvdéovv T1¢ ayopéc tng EE
LE TOUG TOPAYWYOUG @QULOLKOU agpiov otnv Kevipikn Acla.

0oco mepiroodtepa amd avtd TA MPAYMOTA KAEVOLUE —KOl KAVOUUE
KaAd— téoo mio ypnyopa Oa vrmoyxwpriocel n kpion. 0co emitpémnovue
va kobvotepel n e@apuoyl TETOWWYV MHETPWY, TOOO MEPLOOOTEPO Oa
dltatnpndel n kpilon —kal n evmdbera tNG Evpwnng oe moapduola
TMPOBAAUATO GTO WEAAOV.

2e TEALKN avdAvon, Aoimdév, val, UMOPOUME va PByovupe amd TNV
kpion, oAAd dev vndpyel €va poévo povomdtl mov Ba odnynoet
ekel. Kot val, UMOpPoUME va TO KAVOLPE ME A Xwplg¢ TN OUVMMETOXA
Twv Poowv, aAAd @uoikd n diradikacia Ba Atav TMOAD T10 €VKOAN av
UE KAMO10 TPOMO OULPUETEIYQV OE QauLTA».

-Miotevete O6T1 O1 Tl1HéEG TNG evépyerag eivalr duvvatdé va
emiotpéyovy &ava ota emimeda tov 2020; Oa mpémel ov Evpuwnaiot
Va TMPOCAPHOCTOUV 0TO0 va (ouv HE akpiBO NAEKTPLKO pevpa Kat
KaOolpa; Tt Oa ofpalve autd yla TNV £VPWNAIKR OlKOvOpia;



«Mecopakpomnpdbeopua, PeE TNV MpovLTMABeon OT1 Ba AdBouvue OAx N TO
neploodtepa amd TA PETPA TIOL QAVEPEPA TPONYOVLUEVWC, Ol T1UEC
NG evépyerag olyovpa Ba emMoTPEYOLY Pla pEpa ota emimeda Tov
2020, oAAd OX1 OT1C QPVNTLKEG TLPEG TOL TAPATNPAONKAV Yy1la
oOVTOMO XPOV1IKO Hirdotnua, o6tav o COVID-19 KOTAKPAMVIOE TN
¢ntnon.

Onwg eipatr BEPBatoc O6t1v yvwpilete, o1 TlUEC meTpeAaiov Kot
evo1koU oaepiov ovvdéovtatlr oY1 pOVO ME T1C aVTIOTOLYEC
KAXTaoTdoE1G mPoopopdc kot CATnong, OAAd kol PeETaED Toug. 01
OVVOAKEC TOU TPOKAAECAV OPVNTIKEC TIMEC ATAV €EQALPETIKA
acvvBiloteg, Kalt akoun kKU av mpooeyyiloape Eavd avtd TO
enineda, amd tn @von tovg bev Ba pmopovoav va dlapkEoovvy TOAD.

061600, O1 T1HEG HMOPOUVY va MeE1wWOOUVY Kat n dradikacia
Bpioketalr RAdn oe £&EALEN.

H6n oAuepa, TOAAEC vMEVOLVEG YXWPEC OQLEAVOLY TNV MOPAYWYN
netpeAaiov kat @uolkov agpiov yla va Bonbrocovv otnv npeudia Twv
ayopwv otnv Evpwomn kKat aAAo0. Qotd00 OPLOPEVEC AAAEC XWPEC
apvouvTal va TO KAvOLY, €vW KAmMoleC AAAec Bpilokovtal vmd
Kuppwoelg, mov T1¢ eunmodifovv va @Epovv oTNV ayopd opKeETA
EKATOMMUPLO BapéAla mov eival amapaiTnTta yla va TECOUV 01
T1MEG.

Npog¢ T0 mapdév, ot Evpwnaiol ©OvokoAegVovital TOAD va
QVTIUETWNIO0VY TO KOOTOGC NAEKTIPLKAGC €VEPYELAC KOl KALOo{Pwv,
€161kd €bW otnv EAAGBa, d6mov ol TlWEC TNG evépyerag sivat
aniotevta vynAéc. H Meppavia sivatl €va dAAo mopdderyua.

Aebdbopévng TNC KOaTdotaong, kKal emeldf eivatr n TayxvTEPN
6ir006€éc1un pEOBODOC, OPLOMEVEC EVPWTATKEC YXWPEC MPEMEL va
avaoctelAovv { va avaKaAEGOUY T1¢ amo@dcelC TOug va KAsiocouv
TOUGC TLPNV1IKOUC OTOOUOUVC KAl TOUC OTUOUOUC NAEKTPOTIOPAYWYAC ME
avlpaka. MpEmel va kKabBvotepAocovy TO KAe{olpo yla GAAa MEVTE
EWC €MTA Xpovia kKal {ow¢ va katackevdoovv emniong €va f 600 véa
gpyootdola dvepaka, ylia va oavilpetwnioovv tnv av€avdéuevn
¢Atnon katl va mneplopicovv tnv avodikh mieon o6TiC TLPEG HEXPL



va TpooTteEBOUY oto H1KTLO AAAEC TMNYEC €vépyelrag.

Napd Tnv miBavoéTnTad 01 TLMEC VvA VTMOXWPAOOLY TEALKA,
Bpaxvmpobeoua €wg peocompdbecpa, ol Evpwnaiotr mpémnel onwodhmote
va TPOooapPUOoTOUY. MeAéteg €xouv dei€el 0Tl 01 QUENUEVEC T1HEGQ
NG evépyeloc OBa onuaivouvv PELWMEVN OTKOVOMULKA OVATITLEN,
€1d1kd otn lepuavia.

Avté onuaivel 6t1 meploodTEPOL AvOpwrol Ba £Youvv AlydTteEpa pECQ
Yyla va avTeMeEEABOVY O0T1C LYNAGTEPEG TLUEG EVEPYELAC KAl aUTO
KaB1oTtd KaBAkov Twv NYETWvY TNG EE KOl TwWv €OV1KWYV KUBEPVACEWV
va avamtlEovy MOATTIKEC KOl HNXAV1OMOUG ylia va ouBADvouLY TO
MAAYHO, €101KA Y1 T1C OLKOYEVELEC UE XAUNAOTEPO £1660NUO>.

-H e€AAnvikf kuvB€pvnon Intd amnd tTnv EE «otoyevuévn Kat
npoowp1v mapéuBaocn» otn XovdplkA ayopd @uoikoL asgpiov yla TN
Hetwon Twv TLPWV. Miotevete 6Tl pla TETOlH TopERBaon eivat
EPLKTN, KAl av val, TU avTtiKTUMO Ba PmopovcE va €XET;

«E{val oilyovpa eg@ikth. Ymdpyouvv meplotdoelc O6mov n EE 6a
nmpéEnel va Bonbnoel ta Kpatn-pEAN, OnMw¢ o€ mepPlodovg mMoOAEuovL,
Kal n tpéxovoa Katdotaon sivat €€alpeTikl, MPWTOQAVAC META TOV
B’ Naykéopio MéAegpyo. Me autAv TNV €&aAlpeET1IKA KaATAoTOON
MPpayudTwy, n €AANVIKA KuB€pvnon —O0mwG KABE GAAO KPATOG WEAOG—
urmopel kol mpémnmel va mpoteivelr Biwoilpouvg dpduovg mpog TA
eunpdg, mM.Y. aveTata 6pla 6To aUEAVOMEVO KOOTOC NAEKTPLKAG
evépyelag, metpeAaiov /Kot AAAwv €vepyelak@v damaviv. Me 1n
BonBela tng EE, n kuBépvnon Ba mpémel va urnopeil va emidotel
OPlOMUEVOVC KOTAVOAAWTEG YaunAoL emimédov, yla mopdaderypa
VO1KOKUP1d Twv omotlwv n kKoatavdAwon €ivat pikpdtepn amd 100 Kwh

TNV NUEPA>».

“Exete ypayetr éva BiBAio pe titAog «NavtiAlakéc dragopéc otnv
AvatoAilkl Meocoyeiro: 0 dpdpoc mpog tTa epmpdc». MioteveTe 0T
UMAPXEL MeEP1OWpLo yla £1pnvikl ovvepyaocia EAAddag, Kimpou Kat
Toupkiag oOTOV €VvEPYELAKO TOpéa Kal €dv vail, mola Oa Atav Ta
HEéoa yla va emMiTeLYOet;

«Na1, miotedw akpddavta 6t1 n EAAGda, n Kompog kat n Touvpkia



fa umopovoav Kol Ba €mpeme va Ppouvv TPOMOLE ocuveEpyaclag OTOV
EVEPYELAKO TOMEQM, KOl vmdpyovv apketol Tpdmol pE TOUC omoiovg
n ovvepyooia Ba MPOCPEPEL TOAAA TMAEOVEKTAUATA.

To éva eilval n €€epedvnon KAl N EKUETAAAEULON KO1TAOMATWY
netpeAaiov fA/kat @uoilkoV aepiov KAdtTw amd Tov BveO6 1TNC
AvatoAlkAG Mecoyeiov, O6mov Tt pEPn 6 UMOPOUVGAV vA UO1PACTOVUV
To KO6OTOC, va MdOlpacTOOLV Oedopéva, va MPELDOOLYV TG
EMKAADYELG, va emevdloOLY TO €va OTA KOLTAOUOTH TOU GAAQU
K.AT.

To 1610 Oa pmopovce va 10YXVEL KAl yla TA UMEPAKT1A A1OALKA
MAPKa.

Evag dAAog tpdmog¢ €ival n KATOOKEVLA €vOC N TMEPLOCOTEPWY QAYWYRV
mov 6o peTEQPEPAV a&plo amd TN voTloovaToAlkA Mecdyelo otnv
Evpwnn xwpic va yperdletatr 6An n diwadbpoun va yivetalr kdtw amd
TO veEPO: 0 aywyOdC Oa pmopovoE va PTACEL €wWC TNV TOLPKLKA OKTIA
Kal o vnméAoimog¢ va cvvéEXlle amd TNV oTEPLd.

AvvnTtikd, 01 TPELC XWPEC Ba umopovoav emionG va OLVVEPYAOTOUV
Yla va KATAOKEVLAOOLY Hla povdda LNG, pia tepdotia emévduon mov
yilvetat mio €Akvotikh av dlrapoipactel 1o pioko. Ziyouvpa mdvia
VMAPXEL XWPOGC yla €1pAvn Kalt mdvta vndpYEl XWPOG Y1la
inmAwpatia. 0 dpdpog mpoC T eumpdc e€ival n EAAAda ka1 n
Tovpkia va ovveyiocovv T1¢ ovlntAoelc TOLC ME Bdon TG ApPXEC
NG X0pBaonc¢ tov OHE yia to Atlkalo tng OdAaccag (UNCLOS) mov
elval o AtAavtag tov MNMaykbéopiov Qkeavov. Xe avtibeon PE TNV
Konpo, ov0te n EAAGda oVte n Toupkia €xovv vmoypayel TNV
UNCLOS, oAAdQ 01 KOTELOLVTAPLEC YPUUMEG Kal Ta dedikaopEva NG
10X00VY — KOl MPTMOPOUV va €QoPUOOTOUY — amd OAeC T1¢ YWpec. H
UNCLOS mapExel Mla VOMLKNA Kol TEXV1IKA vmoboun pe tnv omoia n
EAAGDa ka1l n Touvpkia, wg kKOpla pépn, Oa umopovoav va kKabicouvv
Kal, ME oavopopd o0€ €PEVVEC MOV XPNOLMOTO10VV TNV TeEAevTaia
AEEN TNC emioTAMNG Kol texvoAoylag, va KataAREouvv o€ pla
6ikain kKol 1o06tiun OaAdoocia Avon.

Téoco o Mpwbvmovpydc Mntookdkng 600 katl o Mpdedpog Epvtoyadv



Exovv ekgppdoetr tTnv mpobvpia TOUC v EMLAVGOLYV aAULUTH TN
oUYKpOUGN KOl T1OTEVW OT1 aUTA Tn oTlyun €ivatl n KATAAANAn yla
va yivet.

210 B1BAl0 pov, €xw emionudvel peAETeg mov deiyvouvv 611 KAl 01
600 YWpeC Ba EYovOv OPLOMEVEC BAAAOCC1EC MEPLOYXEC, OAAA KAl Ol
600 ywpec Ba kKEPOH1Tav mMOAV meplocdTeEpA: TNV OMOPPLA €VOC
anoTteAéoUATOC win-win, oto omoio kol ol dvVo yeitoveg O«
umopovoav va EMWEEANBOVY amd Tov MAOVUTO TOL TMETPEAAiov Kol TOU
@uo1koU agpiov TNG mMeEPLOoYAG, €V Kat ot dVo Aaoil Ba pmopovoav
va amnoAauBdvouv €1pAvn Kol gvnuepia.

[(x]

dvoi1kd, avtol Ttov e€idovg n ouvvepyaoia e€aptdtatl amd TN GLALKA
6€oupevon, Kol auvuth TN OTlydAd ovTd akovyetal HUOKOAO, QaAAd,
onmwe €Enyel 1o B1PA{o, vmdpyovv TPOTMOl v EMLALOOVYV OPLOMEVEC
arnd TG d1a@opéc peTAfD TWV TPLWY XWPWv, €101KA Twv dlagopwv
mov oxetifovtal pe ta OaAdooia ocvvopa.

To endéupevo B1BAio pov, «KA{pa ka1 evépyela otn Mecdyero»,
mpoxwpd okéun meploocdtTEPO mMpoteivovtag ocvvepyacia o€ OAn TNV
EVpwWHECOYELOKA mEPLoYn. Eva amdé ta moapadeiypoata TOU MUTMOPOVUE
va dovue e€ivalr n Kaomia, O6mov mévte ywpe¢ — Alepunaitldv,
Ipdv, Kalakotdv, Pwola kat TOoupKHEV1IOTAV — BpAKAvV dla TOAD
dnuiovpylkA Avon. Baocikd, ocvpewvnoav va £@apuéoovy £va 6OVOAO
KoOvovwy yla tov BuBd tng 8dAaccaC Kol £€va GAAO yla TO vepd Kal
Tovg mépovg Touvu. AvuTtA n ovpowvia dev eival TEAErTa, KOl
OPLOMEVEC MTIVXEC MPEMEL OKOMN VO QTMOTEAE00OVLY QAVTIKETMEVO
diuepwy drampayuaTteVoEwWY, OAAA n oVHPwvio EMETPEYE O KAOE
XWPA Vo TMAPEL TOLAAYX10TOV HMEPLKA amd auTtd ToL ABEAE KAl va
ovveX1o0VY PE TNV EKPETAAAELON TWv avtioTtolywv HEP1OIwv TOULC».

-H EAAdda @1A0b60&el va yivel oTpaATNYLKOC EVEPYELAKOC KOMBOC
vyia tnv Evpdnn. Eival avtd €@1lKTO Kat av vat T1 o@éAn Oa
AMOPEPEL OTN XWPA;

«E{val amoAVTw¢ €@1kTtd. AvAAoya HE T1C TMOCOTNTEC TOUL
6labEtovy, KABeE Ywpa TNG AvaToAlKAG Meooyeiov mov KATOAAYEL va



MOPAYEL TMETPEANLO KOl QUGLKO agéplo pmopel va yilvel TouvAdyiloTtov
o€ KAmoilo Babud evepyeloko¢ kOuBoc. Koitalovtag miow, mpilv amd
10 xpdévia, n Kompog €ixe tnv euvkalpia va ytvelr €vag wpaiog
MEPLPEPELAKOC KOUPBOC QywYyWv KOl TEPUATIKOU oTaBuov LNG, Kat
€AV n avdmntvEn ovveyxioel va avEdveTal, €YE1 OKOMA H10 KOAR
evkalpia va mpayuatomolcel auTtéEC T1¢ TPoBAEyelg. H EAAGda Oa
umopovoe emion¢ va yivel onuaviikd evePYELaKO KEVIPO TNV
enduevn dekaetia, €dv emPBeBaiwbdodyv KO1TACHATA AVAAOYQ PE QUTA
mov Bpédnkoav 6€ AAAEC XWPEC TNG AvatoAilkng¢ Meocoyeiov, 6mnwcg n
A{yuntoc¢ ka1l Tt0 IopanA. Mpdypati, TMOAAEG etaipeieg Tov
101wT1kOoV TOoMEX evdrag@épovTal, aAAd auvtd mibavdédtata Oa
6lapkeéoel 5-10 ypdévia agov n eEepevvnon emiPefaiwoel enapkelc
noodtnteg vbpoyovavOpdkwv. Ta o0@9eEAN TOoL KOUBOUL Ba NTAVv
ONMAVT1KA: TEPLOOOTEPEG KAAOTMANPWUEVEG B€ce1g e€pyaciag yla
touvG EAANnveg moAiteg, meprocoTeEpa KEPON yia T1C EAANVIKEG
etalpeieg, meprocdtepa £€oco0da yia TNV €AANV1IKA KLB€pvnon,
nepioodtepa Hrabéolpa KepaAoia yia dpduouvg, oyxoAseia Kat
voooKkouela, MEYAAVTEPN EM1PPON O0TNV €LPWNAIKA KAl TOYKOOU1lQ
OKNvA, Kal To AOLTd>».

European Energy Crisis: R.
Baroudi: “It 1s entirely
possible for Greece to be a
strategic energy hub for
Europe”

.

Roudi Baroudi
CEO, Energy & Environment Holding, Qatar
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Interview with Newmoney.gr by Symela Touchtidou
Questions:

1. What 1is your assessment on the current energy crisis?
How long will it last? Is there a way out of it? Is
there a way out of it without Russia included?

Obviously it’s a very serious problem, not only for Europe,
but also for the whole world as this is affecting so many
aspects, from electricity crises to petrol prices for
vehicles, transportation in general, food chain, etc.

It’'s very difficult to predict how long it will last as the
war has just begun, but four months in, it has already caused
so much damage. Predicting an end-date is a difficult ask
because both the problems and the solutions have so many
moving parts. First, the problem is a product of several
contributing factors, including: earlier decisions to phase
out coal and nuclear plants in some European countries; a
failure to sufficiently diversify Europe’s overall energy
basket (leading directly to over-reliance on Russian supplies,
especially pipelined natural gas); and the after-effects of
the early-pandemic collapse of oil and gas prices, which
forced many producers around the world to shut down, leading
in turn to upward pressure on international prices when demand
recovered. The combined impact of all this was made even
heavier by the timing: the crisis comes just as we are
struggling to keep up with decarbonization goals by
transitioning away from fossil fuels and toward cleaner and
greener energy, Lleaving European energy markets extremely
vulnerable to supply interruptions — or even the possibility
thereof. To have had the Ukraine war break out when it did was
in many ways worst-case scenario, and that’s what we’'re
dealing with.

Second, the effectiveness and timeliness of solutions will be



determined by multiple variables that depend on sound
decision-making and dedicated follow-up, adequate financing
from both governments and multilateral financial institutions,
and cooperation among EU countries and with their neighbors 1in
North Africa and the Eastern Mediterranean. Europe has several
buttons it can push, and the more of them it pushes, the
better the results will be. Some of these would be to delay
the coal/nuclear phaseouts; radically increase investments in
renewables like wind and solar; expand Europe’s capacity to
receive and process shipments of liquefied natural gas; make
better use of such capacity in Spain by linking it to France,
and therefore the rest of Europe, by pipeline; install shared
power grids with neighboring regions; help develop undersea
gas resources in the Eastern Mediterranean; and build new
pipelines linking EU markets to gas producers in Central Asia.
The more of these things we do — and do well — the sooner the
crisis will recede. The more we allow implementation of such
steps to be delayed, the longer the crisis — and Europe’s
vulnerability to similar problems in the future — will
persist.

So in the final analysis, yes, we can get out of this crisis,
but there is no single path that will get use there. And yes,
we can do so with or without the participation of the
Russians, but of course the process would be much easier with
them somehow included.

2. Do you see energy prices ever going back to the 2020
levels? Will Europeans have to adjust to living with
expensive electricity and fuels? What would that mean
for the overall European economy?

In the medium/long terms, provided we take all or most of the
steps I listed earlier, energy prices will definitely go back
one day to the levels for 2020 as a whole, but not to the
negative prices seen briefly when COVID-19 caused demand to



fall off a cliff before production had been dialed back,
causing a sudden glut. As I'm sure you know, commodity prices
for oil and gas are connected not only to their respective
supply and demand situations, but also to each other. The
conditions that caused negative prices were highly unusual,
and even if we approached those levels again, by their nature
they could not last long.

Nonetheless, prices can be brought down, and the process is
already under way. As of today, many responsible countries are
increasing their production of o0il and gas to help calm
markets in Europe and elsewhere, but some countries are
refusing to, while several others are under sanctions,
preventing them from bringing to the market several million
barrels needed to cool off the price hikes. For the time
being, Europeans are having a very hard time to cope with
electricity and fuel costs, especially here in Greece, where
energy prices are unbelievably high.

Germany is another example.

Given the situation, and because 1it’'s probably the fastest
method available, some European countries need to suspend or
reverse their decisions to close their nuclear and coal power
plants. Instead, they need to delay closures for another five-
to-seven years, and maybe build one or two new coal plants,
too, to cope with rising demand and restrain upward pressure
on prices until other sources of energy can come online.

Despite the likelihood that prices will eventually retreat, in
the short to medium term, Europeans definitely need to adapt.
Studies have indicated that elevated energy prices will mean
reduced economic growth, especially in Germany, whose
importance to the rest of Europe cannot be overstated. That
means more people will have less means to cope with higher
energy prices, and that makes it incumbent on EU and national
leaders to develop policies and mechanisms to cushion the
blow, especially for lower-income families.



3. The Greek government asks from the EU “a targeted and
temporary intervention” in the natural gas wholesale
market to bring prices down. Do you believe such an
intervention is possible, and if so, what impact could
be?

It is definitely possible. There will be circumstances when
the EU has to assist EU members, such as during times of war,
and the current situation is an extraordinary one, unseen
since World War II. With this extraordinary state of affairs,
the Greek government — like any other member state — can and
should propose viable paths forward, e.g. caps on rising
electricity, petroleum and/or other energy costs. At the very
least, with the help of the EU, the government should be able
to subsidize certain 1low-level consumers, for instance
households whose consumption is less than 100 KwWh per day.

4. Are you aware of the ‘Six-Point Plan’ of the Greek
government? What is your assessment on it? (available
here https://primeminister.gr/en/2022/03/09/28836 )

Yes, I am aware of the Six-Point Plan that Prime Minister
Mitsotakis has proposed. It’s a very positive move forward in
order to cushion some of the pain from disastrous price
increases, which are driving inflation across the Greek
economy. Here, Greece is contributing to the European Union’s
overall policy formulation, which seeks to provide protection
against the major consequences emanating from the Russia-
Ukraine war, and the Greek plan is definitely doable. There
are other measures, too, that could be taken to shield the
country from the continuous negative repercussions of the war
in Ukraine. Of course gas supplies could be increased by
expanding the Trans-Anatolian gas pipeline (TANAP) to boost
imports from Azerbaijan gas, for instance, but keeping coal



power plants would also help contain pressure on electricity
prices, as would adding a nuclear plant of 4,000-6,000 MW.
Moving quickly to promote energy conservation, too, would also
help alleviate spiking costs and give Greek households and
business sustainable access to more affordable electricity.

5. Greece is the only European country where electricity
prices are directly linked to natural gas international
stock prices. Do you believe there is a way out of this?
What measures could be taken to bring electricity prices
in the Greek market down?

Yes, there is definitely a way out. This is the responsibility
of the Regulatory Authority for Energy, which controls and
regulates energy prices in Greece. Given the circumstances,
the RAE certainly has a powerful incentive to propose a
different mechanism, one that would follow other European
countries in order to help keep energy prices at affordable
costs for all.

6. You have written a book on “Maritime Disputes in the
Eastern Mediterranean: The Way Forward”. Do you believe
there is room for peaceful cooperation between Greece,
Cyprus and Turkey in the energy field and if so, what
would be the means to achieve it?

Yes, I believe very strongly that Greece, Cyprus, and Turkey
could and should find ways to cooperate in the energy field,
and there several ways in which working together would offer
many advantages. One is exploration and development of oil
and/or gas deposits beneath the seabed of the Eastern
Mediterranean, in which the parties could share costs, share
data, reduce duplication, invest in one another’s fields, etc.
The same could go for offshore wind farms.



Another is the construction of one or more pipelines that
could transport East Med gas to the European mainland without
having to have the entire route under water: just get it to
Turkish coast and run the rest of it overland. Potentially,
the three countries also could team up to build an LNG plant,
an enormous investment and therefore one for which spreading
the risk would be very attractive.

Definitely there is always room for peace and there is always
room for diplomacy. The way forward is for Greece and Turkey
to continue their discussions based on the principles of the
UN Convention on the Law of the Sea (UNCLOS) which is the
Atlas of the World Ocean. Unlike Cyprus, neither Greece nor
Turkey 1is a signatory to UNCLOS, but its guidelines and
precedents are applicable to - and actionable by - all
countries. UNCLOS provides a legal and technical
infrastructure with which Greece and Turkey, as the main
parties, could sit down and, with reference to surveys using
the latest science and technology, arrive at a fair and
equitable maritime solution. Both Prime Minister Mitsokakis
and President Erdogan have expressed their willingness to
solve this conflict, and I believe that right now, the time is
right to get it done. In my book, I have highlighted studies
indicating that both countries would lose some maritime areas,
but both countries would gain far more: the beauty of a win-
win outcome, one in which both neighbors would be able to
benefit from the region’s oil and gas wealth, and both peoples
would be able to enjoy peace and prosperity.

7. Greece aspires to become a strategic energy hub for
Europe. Is this possible and if so what benefits will it
bring to the country?

Absolutely it is possible. Depending on what quantities they
have, every East Med country that ends up producing oil and
gas can become an energy hub to some extent at least. Looking



back, 10 years ago, Cyprus was slotted to become a nice
regional hub for pipelines and an LNG terminal, and if
development keeps on growing, it still has a good chance to
make those predictions come true. Greece could also become a
major energy center in the next decade if their exploration
efforts confirm the same kinds of deposits found offshore
other East Med countries like Egypt and Israel. Indeed a lot
of private sector firms are interested, but this will probably
take 5-10 years after exploration confirms sufficient
quantities of hydrocarbons.

The benefits of hub status would be significant: more good-
paying jobs for Greek citizens, more profits for Greek
companies, more revenues for the Greek government, more funds
available for roads, schools, and hospitals, more influence on
the European and global stages, etc.

EUROPE ENERGY CRISIS - Qatar
and Germany sign energy
strategic partnership

[x]
News — 0il and Gas — Berlin, May 2022

Qatar’s Emir, His Highness Sheikh Tamim bin Hamad Al Thani,
and German Chancellor Olaf Scholz signed a strategic energy
partnership on May 20 as Germany scrambles to reduce its
dependence on imports of coal and pipelined natural gas from
Russia, mainly to punish the latter for its invasion of
Ukraine.

[x]
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Al Jazeera turned to regional energy expert Roudi Baroudi to
provide context and analysis for the summit, which could have
historic implications. Baroudi confirmed that the German plan
centers on a rapid switchover to seaborne shipments of
liquefied natural gas, so the government is building two LNG
plants, at Brunsbuttel and Wilhelmshaven, along with the
possibility of adding three offshore floating storage and
regasification units (FCRUs).

Baroudi estimated that these facilities, including the FSRUs,
could account for 20-30% of German’s annual gas needs of
approximately 85 billion cubic meters.

He also explained that Qatar, which has the world’s second
largest gas reserves and has led the industry in LNG exports
for most of the past two decades, would be a natural secure
and reliable fit to supply even more gas to European terminals
that it already does. The Gulf state has recently invested in
even more LNG capacity, via an expansion of its North Field
operations, which will see its output once again surpass those
of the United States and Australia as the world’s largest
producer

UAE to more than double LNG
export capacity with Fujairah
plant

[x]
Bloomberg / Dubai

Abu Dhabi National 0il Co plans to build a new liquefied
natural gas plant as the world’s producers race to expand
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their exports amid surging demand.

The LNG facility, to be built at Fujairah on the United Arab
Emirates’ coast outside the Arabian Gulf, will be able to
produce as much as 9.6mn tonnes a year. The UAE currently has
three liquefaction trains with a combined capacity of 5.8 mtpa
at Das Island, which is located inside the Gulf.

Adnoc has appointed McDermott International Ltd as design
contractor and intends to award a contract for the
construction of the plant in 2023, said the oil company in a
statement on its Linkedin page. The plant will use new
technologies and “clean power” to reduce the carbon intensity
of the LNG it produces, according to the statement.

Appetite for LNG among energy consumers has grown since
Russia’s invasion of Ukraine, particularly in Europe,
reinforcing a global market for the fuel that was already
strengthened by rising demand in Asia last winter. While
prices have eased slightly over the past month “higher prices
and more volatility” are expected because of Europe’s switch
to LNG, Biraj Borkhataria, associate director of European
research at RBC Europe Limited, said in a note.

A pipeline will be constructed linking Abu Dhabi’s Habshan gas
production facilities to Fujairah and the liquefaction plant
is scheduled to start in 2027, according to two people
familiar with the matter. A spokesperson for the company
declined to comment on the matter.

A government official previously said the UAE was considering
building an LNG plant at Fujairah to facilitate the extra
exports and state producer Adnoc last month agreed to buy two
LNG carriers from a Chinese shipyard.

The UAE was the world’'s 12th-largest LNG producer last year,
making it a relatively small global player. However, a $20bn
push to develop more of its natural gas resources means it
will be able to produce much more from about 2025 and the
country aims to become self-sufficient by 2030.



The end of Europe’s clean-
energy preaching

[x]
By Ana Palacio/ Madrid

Russian President Vladimir Putin’s war against Ukraine has
served Europe a heaping dose of energy realism. While the
European Union was touting a “no pain, all gain” transition to
renewable energy, many of its industries — particularly in
Germany — had developed a debilitating dependence on cheap
Russian gas. This revelation should be the first step toward a
more realistic — and less dogmatic — European approach not
only to its own energy transition, but also to that in the
Global South.

The EU has an action plan for weaning itself off Russian
fossil fuels. But, while the details of REPowerEU are still
being finalised, it is already clear that, like so many
European “solutions,” the plan is an exercise in muddling
through, exemplified by the fact that it will not be completed
until 2030.

Though REPowerEU aims to accelerate the rollout of renewables
and replace gas in heating and power generation, it also
depends significantly on the diversification of energy
supplies. Already, energy producers in the Global South have
received desperate pleas to help meet the EU’s energy needs,
which has probably prompted more than a few eye rolls. After
all, countries across the developing world have endured years
of European proselytising about the importance of rapid
progress toward a carbon-free energy system.

If the EU cannot achieve this in the short term — in order to
avoid funding an unjust war, no less — the Global South most
certainly cannot. Europe is worried that economic growth and
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local livelihoods will suffer if it attempts to move too
rapidly to renewables. Developing economies are worried that
they will have no path to sustained economic growth and
poverty reduction at all.

They are right to worry. The positive correlation between
baseload power and prosperity clearly shows that a reliable
energy supply 1is essential to economic progress. But,
globally, 770 million people — mostly in Africa and Asia -
lack access to electricity. In Sub-Saharan Africa, the
pandemic worsened energy poverty, with 77% of the region’s
people now living without electricity, compared to 74% in
2019.

Given that future population growth — and, thus, growth in
energy demand — will be concentrated in the Global South, this
problem is set to get much worse. And, for now, renewables
cannot solve it, because they do not represent a sufficiently
reliable power supply. A scale-up in hydrogen fuel could
change this, though this remains a stretch for emerging-market
and developing economies.

United States Special Presidential Envoy for Climate John
Kerry, for one, has now recognised the folly of attempting to
force developing economies to go fully renewable. On March 7,
following the Russian invasion of Ukraine, he acknowledged
that gas would be crucial to economic development in African
countries. Even the World Bank — without much fanfare — has
reversed its moratorium on financing gas projects.

Yes, this new realism implies a near-term increase in African
emissions — but starting from a very low level. The 48
countries that comprise Sub-Saharan Africa (excluding South
Africa) represent 0.55% of global carbon dioxide emissions. As
a whole, Africa consumes less energy than any other continent
— far less than Europe, especially if one takes into account
historical consumption. Rich countries are well aware of this
discrepancy, which is why developing countries have been
increasingly critical of the developed world’s climate
hypocrisy: constant pressure to cut emissions coupled with
prolonged refusal to finance climate mitigation and adaptation



in the Global South.

The Green Climate Fund embodies this hypocrisy. At the United
Nations Climate Change Conference in 2009, developed economies
pledged to channel $100bn per year for mitigation and
adaptation efforts in developing countries by 2020. As of
January 2022, participating countries’ pledges amounted to a
measly $10bn.

Sustainability is vital to our planet’s future. But the green
transition must be just. And justice demands that the Global
South receive the same opportunity to develop as the North
had. That will be possible only with energy security for all.
That is why this week’s Sustainable Energy for All Forum 1is so
important. Stakeholders from both the public and private
sectors will gather in Kigali, Rwanda, to find ways to
accelerate progress toward UN Sustainable Development Goal 7:
ensure access to affordable, reliable, sustainable, and modern
energy for all.

This year’s Forum comes at a pivotal time in the global energy
transition. Moreover, this is the first time since the Forum
was launched in 2014 that it will be held in Africa. One hopes
that the continent’s centrality to the event — and the harsh
realisations that the war in Ukraine has imposed on Europe —
will be reflected in its conclusions, which, given the current
crisis, will be more consequential than ever.

Europe has always prided itself on being a leader in the
green-energy transition. This should not change. But, rather
than allowing its vision to become clouded by idealism and
ideology, the EU must ensure that its energy ambitions — for
itself and for developing economies — are firmly grounded in
reality. Europe must support developing countries’ efforts to
adapt to climate change and achieve net-zero emissions. But it
must also help them to achieve energy security. As one African
minister succinctly put it, “We will decarbonise, but first we
have to carbonise.” — Project Syndicate

* Ana Palacio, a former foreign minister of Spain and former
senior vice president and general counsel of the World Bank



Group, 1s a visiting lecturer at Georgetown University.

Saudi expects 13mn bpd oil
capacity by 2027: Minister

=]

Saudi Arabia expects to ramp up its daily oil production
capacity by more than 1mn barrels to exceed 13mn barrels by
early 2027, the kingdom’s energy minister announced Monday.
“Most likely it will be 13.2 to 13.4 (million barrels per
day), but that would be (reached) at the end of 2026,
beginning 2027,” Prince Abdulaziz bin Salman told an energy
conference in Bahrain.

Production at that level would be maintained “if the market
allows it”, he said.

Energy giant Saudi Aramco announced in March 2020 it had been
directed by the energy ministry to increase its maximum
sustainable capacity from 12mn bpd to 13mn bpd.

No timeline was given then for the new target.

Monday’s announcement came one day after Saudi energy giant
Aramco posted an 82% jump in first quarter profits, buoyed by
a global surge in oil prices stemming from the Ukraine war.
Those results helped Aramco dethrone Apple last week as the
world’s most valuable company by market capitalisation.

They continued a string of positive economic news for Saudi
Arabia, which in early May reported that growth in the first
quarter had risen 9.6% over the same period in 2021.

Yet Aramco has faced security challenges stemming from the war
pitting a Saudi-led military coalition against Yemen’s Houthi
rebels who have repeatedly targeted the kingdom, including
Aramco sites.

Saudi Arabia, the world’s biggest oil exporter, has resisted
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US entreaties to raise output in an attempt to rein in prices
that have spiked since the Ukraine war broke out on February
24 .

As the war got underway, Saudi Arabia and the United Arab
Emirates stressed their commitment to the Opec+ oil alliance,
which Riyadh and Moscow lead.

Last year, ahead of the COP26 climate-change summit, Saudi
Arabia pledged to achieve net zero carbon emissions by 2060,
sparking scepticism from environmental campaign group
Greenpeace.

With increasing global urgency to limit global warming,
experts warn of the urgent need to reduce fossil fuel use.
But Saudi officials’ stated targets indicate “they still
believe in oil as a source of energy for the coming decade”,
Mazen Alsudairi, head of research for Al Rajhi Capital, a
financial services firm in Riyadh, told AFP. “They are not
following the global trend by reducing exposure to
hydrocarbons.”

Also at Monday’s conference in Bahrain, Iraqi 0il Minister
IThsan Abdul-Jabbar Ismail said his country was accelerating
its production capacity goals, targeting 6mn bpd in 2027 and
8mn bpd in 2029.

Iraq’s current daily production is just under 3.5mn.

It reported $11bn in oil revenues in March, Iraq’s highest in
half a century.

Record fuel costs driven by
refining crunch, says Saudi
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energy minister

=]
Bloomberg / Riyadh

Saudi Arabia’s top oil official said that a refining crunch -
rather than any shortage of crude — is driving the surge in
fuel costs to unprecedented levels.

“The bottleneck has now to do with refining,” Saudi Energy
Minister Prince Abdulaziz bin Salman said in an interview. “I
did warn this was coming back in October. Many refineries in
the world, especially in Europe and the US, have closed over
the last few years. The world is running out of energy
capacity at all levels.”

The processing crunch — previously outlined by the Prince at
the CERAWeek conference in India last October — is buoying
prices above $100 a barrel even as markets are well-supplied
with crude, he added.

Tumult across fuel markets is widely evident. Gasoline futures
climbed to a record of 389.98 cents a gallon on Friday, with
prices at the pump already at unprecedented levels, while
diesel still commands a premium after spiking in recent
months. The surge is compounding inflationary pressures that
threaten the economy recovery and worsening the cost-of-living
crisis suffered by consumers. Nonetheless, the Organisation of
Petroleum Exporting Countries (Opec) and its partners has
stuck to schedule of modest supply increases, rubber-stamping
another small increment last week, even as flows from
coalition member Russia are disrupted by an international
boycott.

Their intransigence has caught the attention of US lawmakers.
Last week, the Senate Judiciary Committee approved legislation
known as NOPEC that, if passed, would subject the group to
antitrust laws. The bill has been introduced several times in
previous years but never made it into law.

Yet Riyadh and its allies remain adamant that the market still
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isn’t facing a deficit of crude barrels. United Arab Emirates
Energy Minister Suhail al-Mazrouei expressed similar views at
a conference on Wednesday, saying that high taxes in consuming
nations are responsible for surging costs.

Their perspective is gaining support elsewhere.

The International Energy Agency — which advises consuming
nations and has called on Opec+ to raise production faster —
shifted its focus to products markets in a report on Thursday.
While an “acute supply deficit” of oil isn’t on the horizon,
consumers do face more strain from limited fuel supplies. The
lack of refining capacity is being aggravated by the
disruption in flows from Russia, which used to send
significant quantities of diesel fuel to Europe, the IEA said.

Shipments of diesel-type fuel out of Russia’s Baltic and Black
sea ports were about half-a-million tonnes, or 14%, lower last
month than in February, according to data from Vortexa Ltd.

Gasoline, diesel, jet fuel
refining capacity too low 1in
US to meet demand

=]
Bloomberg / New York

From record gasoline prices to higher airfares to fears of
diesel rationing ahead, America’s runaway energy market 1is
disquieting both US travellers and the wider economy. But the
chief driver isn’t high crude prices or even the rebound in
demand: It’s simply too few refineries turning oil into usable
fuels.

More than 1lmn barrels a day of the country’s o0il refining
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capacity — or about 5% overall — has shut since the beginning
of the pandemic. Elsewhere in the world, capacity has shrunk
by 2.13mn additional barrels a day, energy consultancy Turner,
Mason & Co estimates. And with no plans to bring new US plants
online, even though refiners are reaping record profits, the
supply squeeze is only going to get worse.

“We are on the razor'’s edge,” said John Auers, executive vice
president at Turner, Mason & Co in Dallas. “We’re ripe for a
potential supply crisis.”

The dearth of refining capacity has dire implications for both
US consumers and global markets. At home, retail gasoline
prices continue hitting new records, exacerbating some of the
worst inflation American households have ever seen.

Meanwhile, the East Coast is on the brink of a diesel shortage
that risks crippling already strained supply chains that have
disrupted the flow of everything from grocery staples to
construction supplies in the last two years. The factors
fuelling the refining shortage won’t surprise anyone: With
demand for gasoline and jet fuel practically vanishing during
the height of the pandemic, companies closed some of their
least profitable crude-processing plants permanently.

Some of those plants had been affected by fires, explosions
and hurricanes and were just too expensive to fix, especially
because an eventual transition toward cleaner energy makes
their long-term business model unprofitable and makes them
less likely to attract buyers. By the end of 2023, as much as
1.69mn barrels of US capacity is targeted for closure compared
to 2019 levels, according to Turner, Mason & Co.

At the same time American refining shrinks, the war in Ukraine
has made the global divergence between supply and demand even
more acute. With many countries shunning Russian fuel exports
in the wake of the war, the US is now supplying more of the
world’s fuel with an ever-shrinking fleet of plants. Europe
has been seeking alternatives to Russian diesel since the war
began, while fuel demand in Latin America, the largest buyer
of US refined products, is strong and growing. Meanwhile, the
US is itself gearing up for a spike in consumption this



summer.
That's setting up refiners to reap record profits this year.
Valero Energy Corp 1is seen generating the most cash from
operations since 1its stock started trading in 1997, while top
refiner Marathon Petroleum Corp. is expected to post its
highest margins in a decade. The two companies are the second
and 10th best performers, respectively, in the S&P 500 index
this year as of Friday morning.

Retail prices for both gasoline and diesel climbed to fresh
records of $4.432 and $5.56 a gallon respectively, AAA data
showed on Friday. US gasoline futures also rose to a new high.
In other kinds of markets, a surge of demand and shortage of
supply would trigger more investment, especially with such
swelling cash hordes. But the longer-term transition away from
fossil fuels dims the outlook for demand, making companies
unwilling to put up the billions of dollars needed to build
new plants.

Even resurrecting idled plants can be prohibitively costly at
a time when construction and labour costs in the US are
booming. With California unveiling this week a roadmap to
slash oil use by 91% from 2022 levels by 2045 and other places
moving to limit fossil-fuel use in the decades ahead, refining
companies and their investors can see the writing on the wall.
“Nothing about the current environment 1is promoting
investments in fossil fuels,” said Bloomberg Intelligence
analyst Fernando Valle. “It’s a 15 to 20 year payback on most
of these investments.”

Phillips 66, for example, would have to spend more than $1bn
to restart its Alliance refinery in Louisiana that was shut
after damage from Hurricane Ida, Bloomberg Intelligence
estimates. LyondellBasell Industries NV has opted to shut its
Houston Refinery no later than the end of 2023 over cost
concerns related to keeping the 104-year-old facility running.
A portion of shuttered plants are now being converted into
smaller renewable-diesel facilities, including Phillips 66's
refinery in Rodeo, California, which was confirmed this week.
As for selling those assets to someone who could ramp up



production, no one’s buying — even as industry players are
sitting on massive piles of cash. “We feel we’ve got higher
returns, better uses for the capital to employ than buying a
refinery that’s on the market at this point in time,” Valero
chief executive officer Joe Gorder said in a conference call
with analysts in late April.

To be sure, there could be some small-scale relief ahead. US
refiners ran at 90% last week, and that percentage will
increase as seasonal maintenance wraps up this month. Some
units can then even run 10% or 20% beyond their nameplate
capacity to maximise production in the short term.

But that’s a rate that can’t be sustained without risking
damage. A few refineries are also focusing on debottlenecking
or even adding new units inside existing facilities to boost
capacity, though it’s a drop in the bucket volumewise compared
to the total already lost — and it won’t come until 2023 or
2024. In short, “too much refining capacity was closed during
the pandemic,” Bloomberg Intelligence’s Valle said. “Diesel
shortages and the price surge are likely here to stay.”

U.S. diesel shortages 1ift
refining margins to a record
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LONDON, May 10 (Reuters) — Global stocks of refined petroleum
products have fallen to critically low levels as refineries
prove unable to keep up with surging demand especially for the
diesel-like fuels used 1in manufacturing and freight
transportation.

The result has been a surge in prices refiners receive for
selling fuels compared with prices they pay for buying crude
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and other feedstocks, boosting their profitability
significantly.

In the United States, refiners currently receive roughly an
average of more than $150 per barrel from the sale of gasoline
and diesel at wholesale prices, while paying only around $100
to purchase crude.

The indicative 3-2-1 margin of $50 per barrel is based on the
assumption a refinery produces two barrels of gasoline and one
barrel of diesel from refining three barrels of crude.

The margin is meant to be representative for an “average”
refinery and is a gross figure out of which refiners have to
pay for 1labour, electricity, gas, hydrogen, catalysts,
pipeline transport and the cost of capital.

Net margins are narrower and refinery costs have been rising
rapidly as result of widespread inflation ripping through the
economy following the coronavirus pandemic.

Nonetheless, even allowing for rising input costs, gross
margins have more than doubled from $20 at the end of 2021,
ensuring refiners have a strong financial incentive to
maximise crude processing and fuel production.

DISTILLATE FOCUS

Gross margins are currently higher for making diesel (almost
$60 per barrel) than for gasoline ($45 per barrel) reflecting
the relative shortage of middle distillates.

(Chartbook: https://tmsnrt.rs/3PdSJdC)

U.S. distillate fuel oil stocks are 31 million barrels (23%)
below the pre-pandemic five-year average compared with a
deficit of only 6 million barrels (3%) in gasoline.

The squeeze on fuel inventories and refinery capacity 1is
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compounding already high prices for crude caused by sanctions
on Russia and output restraint by OPEC+ and U.S. shale
producers.

The resumption of international passenger aviation as
quarantine restrictions are lifted is tightening the fuel
market even further because jet fuel is broadly similar to
diesel and gas oil.

The effective wholesale price of diesel has climbed to over
$160 per barrel while gasoline is trading at over $150, based
on futures for delivery in New York Harbor.

Once distributors’ and retailers’ margins and taxes are
included, the average price at the pump paid by motorists has
climbed to $236 per barrel for diesel and $186 per barrel for
gasoline.

The refining margins and fuel prices cited in this column are
all for the United States but the same shortage of refining
capacity and fuel inventories 1is boosting diesel prices 1in
Europe, and dragging up gasoline prices with them.

SLOWDOWN AHEAD

There is scope for refiners to increase fuel production by
postponing non-essential maintenance and running refineries
flat out into the early autumn.

And some room to adjust the output mix by switching from
maximum gasoline to maximum diesel mode in downstream
processing units.

But any increase in diesel production is unlikely to be able
to reverse the depletion of inventories fully and return them
to pre-pandemic levels.

Prices will therefore have to continue rising until they begin
to restrain consumption or the economy enters a cyclical



downturn.

Consumers can reduce fuel use in the short term by
consolidating freight 1loads (fewer voyages, flights and
deliveries), reducing speeds (slower voyaging, flying and
driving) and eliminating engine idling.

But the fuel savings are relatively modest and tend to degrade
service levels, reduce capacity and increase capital costs.

By contrast, a slowdown in the business cycle delivers large
simultaneous reductions in diesel use — absolutely or relative
to trend - by freight firms, manufacturers, miners and
construction firms.

Business cycle slowdowns have therefore tended to be the main
path by which the distillate market and other fuel markets
have rebalanced in the past.

The adjustment process is probably underway in 2022. The
cyclical slowdown and reduced fuel demand could occur in one,
two or all three of the major consuming regions.

Parts of China’s economy appear to be in recession already as
coronavirus lockdowns paralyse factories and transport systems
and depress consumer spending.

Europe’s economy is on the verge of recession as Russia’s
invasion of Ukraine, the sanctions imposed in response,
soaring energy prices and rampant inflation disrupt
manufacturing and depress household spending.

The only major economy with significant momentum is the United
States, but there, too, the rate of expansion is slowing,
which will likely result in slower growth in distillate
consumption later in the year.



