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In This Issue Europe’s Majors Put Carbon Cuts Over Renewables

European oil majors including Royal Dutch Shell and BP have recently published 
long-term energy studies, providing insights into a range of energy transition path-
ways which they say could play out over the medium term (NE Mar.8’18). Scenarios 
range from weak to strong possibilities of meeting the Paris Agreement 2°C goal, but 
despite wide differences, especially over time, there are striking similarities — with 
most predicting business-as-usual for oil and gas with little to no fear of stranded 
assets out to 2030 and even 2040 (IOD Apr.17’18; IOD Apr.13’18). All expect popu-
lation growth and resulting higher energy demand. Most are more bullish, compared 
with the International Energy Agency, about the number of years oil and gas will 
have free range before demand-sapping regulations and policies are adopted or 
enforced to meet the Paris goal. For example, BP envisages plateau oil demand — it 
dismisses the notion of peak oil — sometime around 2035-40, with gas set to be the 
fastest-growing fossil fuel during the period. Most European oil majors have accord-
ingly aligned their portfolios toward gas (NE Mar.1’18).

One major theme running through the energy transition outlooks is a focus on 
supplying rising energy demand, ideally energy with a lower carbon footprint. Paris 
fired the starting gun in a “race to a low-carbon economy” not a “race to renew-
ables,” they argue. This means reducing carbon dioxide (CO2) emissions from busi-
ness operations, lowering CO2 content of products sold and helping consumers use 
products in a more carbon-friendly way, rather than focusing on renewables alone. 
Although wind, solar, biofuels, electricity supply, electric vehicle charging and car-
bon, capture, utilization or storage (CCUS) will be pursued — alongside energy effi-
ciency internally and externally — investments will however be cautious and slow 
and only where it makes economic sense.

BP and Shell, alongside European peers including Statoil, have pledged to reduce 
emissions or lower carbon intensity. BP intends to keep greenhouse gas (GHG) 
emissions from operations at 2015 levels until at least 2025; with any shortfalls met 
through offsetting. Last year, Shell, amid some fanfare, announced plans to cut the 
net carbon footprint of burnable energy products by “around half by 2050,” preceded 
by an interim target of 20% by 2035. But talk is often easier than action, and last 
week Shell said its direct GHG emissions had increased, not fallen, from 70 million 
tons of CO2-equivalent in 2016 to 73 million tons CO2-equivalent in 2017. Shell 
concedes the 50% “industry-leading aspiration” may need “periodic recalibration” in 
line with the pace of change in broader society and the wider energy system. Statoil 
has a good track record for reducing CO2 emissions from operations, beating govern-
ment targets years in advance, with operated installations offshore Norway having a 
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Regional Power Generation Costs
    Dvlpg. 
($/MWh) US Europe Japan Asia Mideast
Gas CCGT 40 63 79 62 62
Large Hydro 57 63 97 34 67
Wind Onshore 59 78 120 67 79
Large Solar PV 64 98 144 62 60
Geothermal 72 72 82 75 63
Coal 76 92 95 56 74
Gas OCGT 76 110 126 110 110
Nuclear 105 105 90 55 74
Biomass 107 107 106 86 97
Wind Offshore 130 129 135 120 122
Solar CSP 148 180 NA 145 123
Coal with CCS 151 164 173 116 144
Wave-Tidal 280 280 273 270 268

Levelized cost of energy, or cost of generating electricity over lifetime, 
including capital, operating, fuel and carbon costs. Dvlpg. Asia = devel-
oping Asia, mostly China and India. Source: Energy Intelligence
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carbon-intensity of 9 kilograms per barrel of produced oil — compared 
with a global average of 17 kg. Its target for 2030 is to cut this to 8 kg for 
its global operations (IOD Sep.25’17). All three have reiterated a call for a 
price on carbon, with BP CEO Bob Dudley arguing such action will 
“incentivize everyone to use less energy.”

In BP’s Evolving Transition scenario — where policy and action prog-
ress roughly in line with recent past — oil and gas account for 74% of ener-
gy demand or roughly 13 billion-14 billion tons of oil equivalent in 2040 
versus 85% in 2016 or some 11 Btoe. Renewables grow from 4% in 2016 
to 14% in 2040. At the other end of the spectrum, Shell’s ‘Sky’ scenario — 
its strongest carbon reduction scenario which could meet the Paris target — 
oil demand grows 1% per year from 2020-25, peaks around the middle of 
the decade and then falls by about 1% per year until about 2040. In 2050, 
demand for oil is 78 million barrels a day, a level equivalent to roughly 
85% of today’s daily consumption. Even in 2070, when Sky says there 
needs to be sizable negative carbon emissions, oil demand remains around 

50 million-60 million b/d, due to heavy transport and chemical industry demand (NE Apr.5’18). Gas 
demand in Sky rises 2% per year between 2020-25 and by 1.5% between 2025-30. Gas peaks around the 
mid-2030s and falls by 0.5% per year for the rest of the decade. Sky requires the construction of around 
10,000 large CCUS plants by 2070, compared with fewer than 50 in operation in 2020. Statoil’s middle-
of-the-road scenario ‘Renewal’, outlined in its 2017 Energy Transition report, sees oil peaking in the mid-
2020s and accounting for 22% of the global energy mix in 2050. Gas demand increases out to 2030 then 
gradually declines to 19% of the energy mix by 2050, barring a massive rollout of CCUS.

Jay Eden, London

Refiners Face Complex Decarbonization Challenge 

A lively discussion around the energy transition is whether and when oil demand will reach a peak, and 
how much oil will continue to be consumed after that (NE Feb.16’17). But another, less debated issue is 
the mix of petroleum products needed in a more carbon-constrained world. If, for example, electric vehi-
cles (EVs) were to account for the majority of light transportation needs by 2040, as in the BP Energy 
Outlook’s most radical scenario, that would not only reduce oil demand by 10 million barrels per day or 
so, but would also cause a “collapse” in gasoline and, to some extent, diesel consumption, said the 
Carnegie Endowment for International Peace’s Deborah Gordon. Meanwhile, other demand for products 
such as jet fuel and asphalt, which are difficult to substitute, would remain strong (NE Dec.7’17). That 
would involve massive capital expenditure to reconfigure refineries, an especially challenging task as 
slower oil demand would create overcapacity and squeeze margins. Product shortages and price spikes 
could result, especially in the short term, Gordon warned in a new report she co-authored, titled Refining 
Transitions in a Low-Carbon Economy.

Most analysis takes a “simplistic view” of refining, the report emphasizes. Besides transportation 
fuels, oil finds its way into a multitude of products from pharmaceuticals to textiles, cosmetics, electronics 
and cars, including electric ones, thanks to “one of the world’s most complex and tightly integrated manu-
facturing operations” where “very little oil entering the refinery goes to waste.” Such integration and effi-
ciency make it difficult to achieve decarbonization goals because eliminating individual petroleum 
streams requires overall system reconfiguration that may not be possible under current conditions, the 
report insists. “In the past 100 years, we’ve always added new products; what we’ve never done is taking 
products out, like gasoline, and we don’t know how it would work,” Gordon told EI New Energy.

In the near term, refineries in OECD countries could export surplus gasoline displaced by EVs to non-
OECD nations where economic growth is expected to boost demand, even with substantial electrification. 
Depressed gasoline and diesel prices that stem from any surplus could even ignite new product demand. 
Refiners could also use unwanted products in power generation, but this is unlikely to be very profitable, 
especially under strict climate policies involving expensive carbon pricing or compulsory carbon capture 
equipment (NE Mar.8’18).

Alternatively, refiners could develop new formulations of existing products or create new products 
using the unwanted molecules. Gasoline and diesel could for example be combined into one fuel that 
works in heavy duty and spark-ignition engines, Gordon said, noting that it would presumably be cheaper 
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to produce than two different fuels, and cleaner to use than pure diesel (NE Aug.3’17). 
However, refinery modifications tend to be very capital intensive, the report warns. Further 
down the road, oil companies could also explore using “new techniques with microbes and 
nanotechnology to effectively refine oil underground in order to selectively produce low-car-
bon petroleum products, [but] the complexity of such a task would likely be beyond the 
scope of any single petroleum producer.”

Products such as jet fuel, lubricants, waxes, tar and sulfur cannot be replaced easily, the 
Carnegie report emphasizes. The process of replacing jet fuel, for example, “will certainly be 
far slower than the adoption of EVs” as it will likely take “many decades” before all airports 
and aircraft are retrofitted for the universal, safe use of biojet (NE Apr.12’18). “The prospect 
that liquid fuels will be obtained directly from renewable is even more distant,” the report 
adds. The same is true of “a product as humble and cheap as asphalt.”

The refining sector’s modest profitability is likely to make its reconfiguration even more 
difficult. As global oil demand could fall by almost 25% to 2035 under a 2°C scenario, mar-
ket forces would drive margins down to evict the least competitive refiners, within con-
strained earnings and low utilization rates for the surviving facilities, according to nonprofit 
Carbon Tracker Initiative. An additional issue is petrochemistry’s current shift from naphtha 
— and therefore refined oil — to ethane from natural gas. However, while ethane currently 
benefits from a cost advantage over naphtha, anticipated increases in ethane cracking capacity 

is likely to stress the ethane market while waning gasoline demand and refining overcapacity will start to 
drag naphtha prices down (NE Apr.5’18). This should eventually revive naphtha petrochemistry, the 
International Energy Agency found in a recent report.

Philippe Roos, Strasbourg

Shipping Industry Finally Agrees to Cut Carbon Emissions

The UN’s International Maritime Organization (IMO) has moved a step closer to cutting carbon dioxide 
emissions from shipping — last week agreeing on an “Initial Strategy” to address this challenge (NE 
Jul.6’17). While details have still to be worked out, international shipping must halve its greenhouse gas 
emissions by midcentury, according to the agreement reached in London. Some in the shipping industry 
welcomed the move, with International Chamber of Shipping Secretary-General Peter Hinchliffe char-
acterizing it as “a Paris Agreement for shipping” that “sets a very high level of ambition for the future 
reduction of CO2 emissions. We are confident this will give the shipping industry the clear signal it 
needs to get on with the job of developing zero CO2 fuels, so that the entire sector will be in a position 
to decarbonize completely” (NE Mar.16’17). But while the IMO agreed to require the shipping sector to 
reduce its emissions by “at least 50% by 2050 compared with 2008,” environmental groups say this falls 
short of the 70%-100% cut by 2050 needed to align shipping with the goals of the Paris Agreement.

Welcoming the IMO deal as a “potentially game-changing development,” the Clean Shipping 
Coalition (CSC), a coalition of environmental groups, warns, however, that the lack of a clear action 
plan to deliver the emissions reductions is a major concern. The CSC said “progressive states” must 
keep the pressure on for full decarbonization by 2050. John Maggs, president of the CSC and senior 
policy adviser at Seas At Risk, said: “This level of ambition will ultimately require a sector-wide shift 
to new fuels and propulsion technologies, but what happens next is crucial. The IMO must move 
swiftly to introduce measures that will cut emissions deeply and quickly in the short term. Without 
these, the goals of the Paris agreement will remain out of reach.” Bill Hemmings, shipping director at 
Transport & Environment, also commended the IMO for putting “shipping on a promising track” hav-
ing “now officially bought into the concept of decarbonization and the need to deliver in-sector emis-
sion reductions, which is central to fulfilling the Paris agreement.” But he added, “the IMO should and 
could have gone a lot further but for the dogmatic opposition of some countries led by Brazil, Panama, 
Saudi Arabia,” with opposition also seen from the US.

The International Emissions Trading Association (IETA) was pleased too that the IMO recog-
nized the role market-based measures might play — which will be considered as an IMO working 
group develops follow-up actions to implement its Initial Strategy. “With a strong system of moni-
toring and verification, a market-based system can be the lowest-cost path to deep decarbonization,” 
said Dirk Forrister, CEO of the lobby group. The IMO — like its aviation counterpart, the UN’s 
International Civil Aviation Organization (ICAO) — was tasked by the UN top leadership and the 

Shifting From Petroleum to  
Low-Carbon Products 
Products Low-Carbon Substitutes
Gasoline, diesel Electric vehicles 
Fuel oil, distillates Natural gas 
LPG Bio-based LPG 
Ethane, naphtha Bio-based  
 petchem feedstock 
Residual and  LNG 
  bunker fuels  
Asphalt Low-carbon concrete
Hydrogen Renewable electrolysis  
 of water 
Jet fuel Bio-based products 
Lubricants,  Bio-based products 
  waxes, tar  
Sulfur Direct surface mining

Low-carbon options to substitute refining products with either 
similar products from other sources such as biomass, or differ-
ent technologies to deliver similar services such as transport, 
by increasing order of cost/difficulty. Source: Carnegie 
Endowment for International Peace
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UN under the Paris Agreement with tackling its emissions, and ever since ICAO agreed in 2015 to 
launch a global market program for its emissions, “shipping was the missing piece of the puzzle,” 
Forrister added (NE Jan.4’18).  ICAO took another step forward last year by signing off on a mar-
ket mechanism that will seek to ensure that all growth in aviation emissions from 2020 is offset.

Ronan Kavanagh, London

Are US Consumers Sabotaging Fuel Economy?

US progress toward greater vehicle efficiency has hit a roadblock, and the culprit is drivers them-
selves. Under today’s low oil prices and economic growth, American consumers are buying bulk-
ier vehicles and driving more miles. So will this “gas-guzzling” behavior derail vehicle efficiency 
in the US — pushing oil demand and tailpipe emissions above forecasts — or is it just a bump in 
the road? Data shows that fuel economy of newly sold vehicles in the US has flattened, but not 
significantly worsened, as a result of the shift. Meanwhile, advancing fuel efficiency technology 
and growing electric vehicle sales have prevented the impacts from being worse. Gasoline 
demand from automobiles represents the largest chunk of US oil demand at around 46% of the 
market, and transportation from all sectors — including passenger cars, heavy-duty vehicles and 
aviation — is now the largest source of US greenhouse gas emissions (NE Sep.8’16).

The uptick in bulkier vehicles has been noteworthy: From 2004 through to 2013, the tradi-
tional sedan was consistently the most popular new car bought in the US, accounting for 30%-
40% of all new-vehicle retail registrations, according to consultancy IHS Markit. In 2014, sport 
utility vehicles (SUVs) — especially smaller, crossover SUVs — overtook sedans as the top 
seller among passenger sales, IHS found. As a result, a previous, long-standing trend of 
improving fuel economy in newly sold cars slowed down in 2014, roughly in line with the oil 
price collapse that began that year. Since then, the fuel economy of new cars has generally 
stayed on a plateau: new vehicles sold in December 2017 averaged 25 miles per gallon, up 4.9 
mpg from 2007 but down 0.5 mpg from a peak in August 2014.

Nonetheless, nearly every new passenger model — big and small — is built with strength-
ening efficiency technologies, from advanced transmissions to lightweight materials, keeping 
demand growth lower than it otherwise may have been. Evidence of this is seen in Energy 
Information Administration data — suggesting increased efficiency is breaking the link 
between miles driven and the amount of gasoline used. Between 2000-07, as economic activ-
ity was ramping up, US vehicle miles traveled shared a 0.996 correlation with gasoline con-
sumption. Over the past 10 years, this correlation has fallen to 0.85. Last year, US gasoline 
consumption actually fell compared with 2017, even as car sales stayed strong and vehicle 
miles traveled ticked up.

Electric car sales growth is another moderating force, although this market remains far small-
er than conventional vehicles. US sales of plug-in hybrids — cars with an all-electric range and 
a back-up gasoline engine — were 24% higher in 2017 versus 2016 and a whopping 71% from 
2015-17, with all-electric battery vehicle sales growing by roughly the same margins, according 
to the trade group Electric Drive Transportation Association. Consultancy EV-Volumes calcu-
lates even higher growth in the US, at 27% over 2016-17. It attributes much of that growth to 
the availability of the relatively new Chevrolet Bolt and Toyota Prius Prime plug-in hybrid, 
which both saw strong sales, plus continued strength of the top-selling Tesla Model S. 

Going forward, several factors will determine how closely the US travels down its current 
path. Perhaps the most significant is oil prices, which have a proven, direct correlation with 
consumer habits — with high oil prices encouraging efficient cars and less driving and low oil 
prices doing the reverse. Another is the fate of federal fuel economy standards now under 
review by US President Donald Trump’s administration, which could impact consumption any-
where from negligible levels to as high as 1.1 million barrels per day, analysts tell EI New 
Energy, depending on the approach the administration chooses (NE Apr.12’18). Some observers 
suggest Trump may keep Obama-era mpg targets in place but work in more flexibilities and 
electric vehicle credits to ease the financial pain of automakers. Others suggest the administra-
tion could roll back the standards significantly to a 35 mpg-41 mpg range across light-duty 
vehicles by 2025, down from 50 mpg-55 mpg targeted under the Obama-era standards.

Lauren Craft, Washington
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US SEC Ruling Ditches Shareholder Emission Votes

A tripling of their numbers and the backing of major investment banks have brought some 
victory to fossil fuel investors who have fought for a decade to put climate change issues 
on the industry’s agenda. Shareholders who have faithfully requested that oil and gas 
companies publicly report on climate change and carbon emissions issues witnessed the 
newfound cooperation by many US independents last year (NE Mar.29’18). But now 
comes the hard part. Mere disclosure of greenhouse gas (GHG) emissions was never the 
shareholders’ end goal (NE Dec.14’17). They want corporate action that answers the risks 
GHGs present to the environment and the business. But a landmark decision by the US 
Securities and Exchange Commission (SEC) could make it harder for these activist share-
holders to press the issue.

Last fall, a group led by investment firm Trillium Asset Management filed a shareholder 
resolution asking EOG Resources to allow them to vote on whether the company must set 
GHG reduction targets. EOG asked the SEC for permission to omit the item from its proxy, 
which would eliminate the opportunity for such votes at annual meetings. For what appears 
to be the first time, the SEC agreed that this shareholder request of an oil and gas company 
would interfere with its ordinary business. “In our view, the proposal seeks to micromanage 
the company by probing too deeply into matters of a complex nature upon which sharehold-
ers, as a group, would not be in a position to make an informed judgment,” William 
Mastrianna, a staff attorney in the SEC’s corporate finance division, said in a letter advising 
EOG of the decision.

This informal decision upended what shareholders have viewed as precedent at the agen-
cy. “The SEC is dedicated to serving the investors, and the investors want to vote on this,” 
said Jonas Kron, Trillium senior vice president. “It is concerning the SEC staff would, for all 
intents and purposes, disrupt the marketplace.” Last year, Wall Street lawyer Jay Clayton was 
confirmed as the SEC’s new chairman under President Donald Trump (NE Nov.30’17). In 
November, it was his new team that reinterpreted the rule governing shareholder proposals 
and what constitutes “micromanagement.” The SEC declined to comment for this story.

Some shareholders now fear these requests of oil and gas companies face immediate rejec-
tion. These proposals, which are commonly filed and have survived many corporate challeng-
es, are voted up or down during annual shareholder meetings, said Rob Berridge, director of 
shareholder engagement at Ceres, a nonprofit investors network. It’s fair to expect that the 
new legal interpretation will have a “chilling effect,” he told EI New Energy. What’s more, 
the decision may encourage other companies to challenge future proposals. “I’m disappointed 
our proposal didn’t get on the ballot, but if [the decision] turns out to be a one-off, then I’ll 
be relieved,” Krone said. “For now, it’s hard to see this as a one-off.” The options for action 
are limited for Trillium and like-minded shareholders.

Taking EOG to court is one approach, and Kron said the group will make that call after 
proxy season. Or, Trillium could demonstrate its unease by selling its shares in EOG — an 
unlikely proposition. “We’ve invested in EOG for a number of reasons. It’s not for a single 
factor, like whether they have reduction targets for emissions,” Kron said. “If we sell, then, 
frankly, we would have no seat at the table.” Trillium has met with EOG several times in 
recent years. “This is the only [proposal] in which the sides haven’t found common ground 
or sent the issue to investors for a vote,” he said. A spokeswoman for EOG said that reduc-
ing emissions from its operations is important based on operational, environmental and eco-
nomic reasons.

Indeed, investors have a heightened level of concern about “climate risk, reactions to 
changes in US environmental policy and interest by the investors’ own stakeholders,” accord-
ing to an Ernst & Young 2018 proxy season preview. Large institutional investors BlackRock, 
Vanguard and State Street — each a key investor in most US E&Ps — are more openly sup-
porting shareholder concerns about climate change (NE May18’17). Long-term GHG goal-
setting puts a company’s emissions in context so that shareholders can evaluate its efficiency, 
and achieving those goals demonstrates the company’s long-term plans are robust, according 
to the State Street guidance. “We view establishing company-specific GHG emissions targets 
as one of the most important steps in managing climate risk,” State Street wrote.

Deon Daugherty, Houston
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Australia: Politicking Blocks Revamp of  Aged Coal Plant

Australia is the global leader in the deployment of modern energy storage technology, having 
installed the world’s largest Tesla battery and added more storage capacity last year than the US 
(NE Apr.12’18; NE Mar.1’18). The country has also joined Japan in the quest to unleash hydro-
gen’s potential as a fuel for the future by hosting a pilot project launched last week in Victoria state 
to test a carbon-free hydrogen production chain (p7). Yet at the same time, Canberra — under the 
ruling pro-coal Liberal-National coalition party — is opposing a privately held energy company’s 
voluntary decision to pursue a move away from coal power generation. Prime Minister Malcolm 
Turnbull has openly pressured Australia’s largest power plant owner AGL to abandon plans for 
retiring an aging coal power plant in 2022.

Rejecting AGL’s proposal to replace its giant Liddell coal plant with an integrated gas/renew-
ables power hub that would be backed by energy storage, the federal government wants the com-
pany to instead sell Liddell to a rival which would upgrade the coal plant and operate it for another 
five years to provide “reliable” power output that is “dispatchable” on demand, unlike output from 
renewables. The bizarreness of a center-right, pro-business government interfering with a private 
company’s business decision seems to demonstrate that politics, not economics, are driving 
Australia’s energy policymaking process (NE Jun.29’17). And meanwhile, the country could be 
heading for another power crunch in 2022 when Liddell reaches its retirement age of 50, if new 
investments to fill the void continue to be hindered by the impasse between the ruling coalition and 
pro-renewables opposition Labor Party.

Hopes for a long-awaited bipartisan energy policy agreement are now pinned on a meeting later 
this week between federal Energy Minister Josh Frydenberg and the various state energy ministers. 
All eyes are on whether Labor can be persuaded to vote for the government’s proposed National 
Energy Guarantee (NEG) policy, which Labor says is too weak to produce meaningful climate 
results. The government argues that the NEG is a “technology agnostic” approach that favors nei-
ther coal nor renewables, because it puts the onus on electricity retailers to source for power sup-
plies that can meet both a “reliability” requirement for keeping the lights on and an “emissions” 
guarantee for delivering on Australia’s Paris climate commitment (NE Oct.19’17).  

Labor has signaled it might consider supporting the NEG to end the stalemate. And if the party 
gains power during the next federal elections expected in 2019 — as current opinion polls suggest 
— it could then tweak or tune the individual targets within the NEG framework to strengthen 
renewable goals and the climate agenda. An NEG consensus would be greatly welcomed by the 
business community and energy sector for the investment certainty it brings. Power project inves-
tors can proceed within a known set of NEG market rules to build a new generation — whether 
wind, solar, coal-based or gas-fired — so long as the reliability and emissions criteria are met. In 
the words of the Australian Energy Market Operator, an agreed NEG would ideally serve as a 
“market mechanism” that allows “multiple other participants to compete to invest in a variety of 
resources ... to produce the best overall outcome for consumers” in addressing the supply “gap” 
from Liddell’s closure.

Arguably, if Labor plays ball on the NEG, the Turnbull government would not need to press its 
case for extending Liddell’s  lifespan, since the market mechanism would kick in to fill any capaci-
ty shortfall with a “reliable” power source. But while professing to be technology neutral, the 
Turnbull administration has been strangely persistent in calling for the outdated coal plant to be 
preserved, prompting comments that it doesn’t seem to believe in the effectiveness of its own NEG 
proposal: “If you believe in your own policy then you don’t need to do anything with Liddell,” 
says Tony Wood, energy program director of Australian policy think tank the Grattan Institute. An 
explanation for the government’s apparently contradictory stance could perhaps be traced to the 
razor-thin victory of Turnbull in the July 2016 elections, leaving him in need of all the support he 
can muster from pro-coal conservatives within his coalition, some of whom are even lobbying for 
government funding to build a new coal plant to replace Liddell. Meanwhile, AGL is showing no 
signs of softening its Liddell replacement plans in the face of government pressure.

Kimfeng Wong, Singapore
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financial hardship to shield them from needing 
to buy expensive compliance credits.

India Readies First  
Offshore Wind Auction
India’s state-owned National Institute of Wind 
Energy has called for “expression of interest” to 
shortlist developers for a first offshore wind proj-
ect of 1 GW in the Gulf of Khambat, off Gujarat 
in west India (NE Sep.10’15). India is seeking to 
install at least 5 GW of offshore wind capacity 
by 2022. Areas off the coast of Gujarat and Tamil 
Nadu are identified for development of offshore 
wind. A government statement said that globally 
offshore wind energy, while already better than 
onshore wind in terms of efficiency is also 
becoming competitive and comparable in terms 
of tariffs. India has set targeted 175 GW of 
renewable-based capacity by 2022, almost a 
three-fold jump from an existing 65.5 GW, a key 
step in helping the world’s third-largest green-
house gas emitter reduce its carbon footprint.

Japan, Aussies Launch Coal-to-H2 Pilot
Australia and Japan last week launched a pilot 
coal-to-hydrogen project in the Aussie state of 
Victoria that aims to demonstrate the viability 
of producing hydrogen from brown coal for 
export to Japan, with construction of the pilot 
plant expected to commence in early 2019 (NE 
Mar.22’18). The Australian side would supply 
funding of A$100 million ($78 million), with 
the Japanese partners providing the bulk of the 
total A$500 million project cost. First shipment 
is scheduled in 2020-21. Upon success of the 
pilot, a commercial phase is planned in the 
2030s. Aussie utility AGL would provide sup-
port, with Japan’s Kawasaki Heavy Industries 
J-Power, Iwatani, Marubeni and Shell.

China Ups Q1 EV Sales 
Chinese sales of electric vehicles and plug-in 
hybrids rose by 154% during the first three 
months of 2018 to 143,000 units, latest data 
from the China Association of Automobile 
Manufacturers showed. All-electric vehicles 
accounted for the bulk of sales at 102,000 units, 
with the remaining 40,000 being plug-in hybrids. 
While the growth rate of such alternative vehi-
cles outpaced the national average of just 2.8%, 
they accounted for only 2% of China’s overall 
vehicle sales during January-March. Meanwhile, 
sales of conventional bulky, oil-guzzling SUV 
passenger cars continued to post a high growth 
rate of 11.3% in the first quarter and accounted 
for 37% of total national sales (NE Mar.22’18).

US Biofuel Reforms Advance
Momentum is growing to reform the hotly con-
tested US biofuel mandate in a way that satisfies 
oil refiners and ethanol producers, especially for 
a compromise bill being drafted by Sen. John 
Cornyn (R-Texas) that is now in its advanced 
stages (NE Feb.8’18). Options include effective-
ly ending commitments for refiners to blend eth-
anol in gasoline from 2022, EI New Energy 
understands, a move that would make refiners 
very happy but would require parallel moves to 
placate the biofuels sector. Sweeteners under 
consideration for the biofuel industry include a 
summertime waiver that would effectively 
increase sales of 15% ethanol blends — which 
President Donald Trump himself supports — and 
high-grade octane fuel incentives that would also 
make ethanol more attractive. The legislative 
package may also include some measure to bring 
clarity to the Environmental Protection Agency’s 
controversial practice of issuing Renewable Fuel 
Standard exemptions for small refiners facing 

Total Expands Low-Carbon  
And Retail Foothold 
Total has taken its latest — and one of its big-
gest — steps in the race to a low-carbon future, 
offering roughly €1.4 billion ($1.7 billion) for a 
74.33% stake in French retailer and generator 
Direct Energie. The move highlights a view 
held by European oil majors that the Paris 2°C 
target is a “race to a low-carbon future,” not a 
“race to renewables” (p1). The Direct Energie 
deal expands Total’s generation business in 
gas-fired generation and renewables and also, 
importantly, its customer base in retail markets. 
Direct Energie has 1.35 GW of operational 
generation capacity — 800 MW gas-fired and 
500 MW of renewables — plus a project pipe-
line of 2.4 GW. Total’s near-term aim is to have 
10 GW of installed capacity — gas and renew-
ables — within five years.

Exxon Takes New Legal Climate Blow
A ruling by Massachusetts’ top court has further 
undercut Exxon Mobil’s legal strategy to defend 
itself from claims that it misled the public about 
climate change. The Massachusetts Supreme 
Court cleared the way for state Attorney 
General Maura Healey to investigate whether 
the company deceived consumers and investors 
about the impacts of burning fossil fuels. In 
doing so, the judges again set aside Exxon’s 
claims that it was being targeted by a conspira-
cy of liberal activists and state officials. This 
supermajor has used this argument, as it seeks 
to limit its legal liability in a growing number of 
US cases that aim to show that Exxon under-
stood more than it told the public about climate 
change and should have to pay for some of the 
costs to make communities more resilient to ris-
ing seas or extreme weather (NE Apr.5’18).
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ECX front-month futures. Source: ICE

Global Electricity Prices
Europe ($/MWh) Apr 17 Apr 10 Chg.
Germany (EEX) 50.80 36.86 +13.93
France (Powernext) 51.09 49.03 +2.05
Scandinavia (Nordpool) 52.12 49.59 +2.53
UK (APX) 69.93 71.57 -1.64
Italy (GME) 63.98 71.45 -7.47
Spain (Omel) 63.64 50.20 +13.43

North America   
New England 70.00 75.00 -5.00
Texas (Ercot) 17.91 19.90 -1.99
US Mid-Atlantic (PJM West) 40.00 37.00 +3.00
US Southwest (Palo Verde) 20.00 37.00 -17.00
Canada (Ontario) 33.98 28.70 +5.29

Other   
Australia (NSW) 62.03 57.70 +4.33
Brazil (SE-CW) 36.78 25.70 +11.08
India (IEX) 58.87 54.47 +4.40
Japan (JPEX) 86.35 78.65 +7.70
Russia (ATS) 20.54 20.98 -0.44
Singapore (USEP) 105.29 79.73 +25.56

Wholesale prices. Source: Exchanges

Key Biofuel Prices
US ($/gallon) Apr 17 Apr 10 Chg.
Futures   
CBOT Ethanol 1.4760 1.4650 +0.0110
RBOB Gasoline 2.0412 2.0409 +0.0003
Spot market   
Ethanol Midcont. 1.47 1.41 +0.06
Ethanol NY Harbor 1.56 1.52 +0.04
Ethanol US Gulf 1.56 1.52 +0.04

Europe ($/ton)   
Futures   
ICE Gasoil  628.00 627.75 +0.25
Spot market   
Gasoline 680.00 680.00 0.00
Diesel 628.75 632.00 -3.25
Biodiesel   
Fame 0 840.00 840.00 0.00
RME 600.00 600.00 0.00
SME 775.00 780.00 -5.00
PME 770.00 775.00 -5.00

Source: Thomson Reuters, Exchanges

Energy Futures: Reference Prices
Carbon (€/ton) Apr 17 Apr 10 Chg.
ECX EUA 13.70 13.34 +0.36
ECX CER 0.20 0.20 0.00
Crude oil ($/bbl)   
Nymex light, sweet 66.52 65.51 +1.01
ICE Brent 71.58 71.04 +0.54
Natural gas ($/MMBtu)   
Nymex Henry Hub 2.74 2.66 0.08
ICE UK NBP 6.95 6.88 +0.07
Coal ($/ton)    
Nymex Eastern Rail CSX* 59.70 59.70 0.00
ICE Rotterdam 81.15 82.15 -1.00

All prices are front month. EUA = EU Allowances; CER = Certified Emission Reductions 
under UN CDM. ICE UK gas converted from p/therm. *Short tons. Source: Exchanges

Global Carbon Prices
Europe (€/ton)  Apr 17 Apr 10 Chg.
EUA Dec ‘18 13.74 13.38 +0.36

US ($/ton)   
CCA (Calif.) Dec ‘18 15.08 15.11 -0.03
RGGI (Northeast) Dec ‘18* 4.22 4.10 +0.12

New Zealand (NZ$/ton)   
NZU (spot) 21.25 21.15 +0.10

Asia ($/ton) Apr 13 Apr 6 Chg.
China-Guangdong 2.25 2.27 -0.02
South Korea 20.45 20.38 +0.07
Benchmark months. *Short tons; all others metric tons. Source: ICE, OMF

http://www.energyintel.com/pages/dataroom.aspx?DSName=NE

