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PARIS: Oil companies underestimating the
global market for electric vehicles could be
caught unaware by weakened demand for
petrol within a decade, analysts said yes-
terday. Falling costs of electric cars and
renewable technology may halt growth in
oil demand from as early as 2020, they
argued in a report. The current boom in
electric vehicles is on track to displace two
million barrels of oil per day by 2025, they
calculated.

A similar drop in demand preceded
the collapse of oil prices in 2014.  By 2035,
that figure could quintuple, with electric
cars accounting for a third of the road
transport market, said the report, jointly
issued by financial think tank Carbon
Tracker and the Grantham Institute, both
in London.  The power and road transport
sectors account for about half of fossil fuel
consumption, so growth in solar energy
and electric vehicles can have a major
impact on demand. “Electric vehicles and
solar power are game-changers that the

fossil fuel industry consistently underesti-
mates,” said Luke Sussams, a senior ana-
lyst at Carbon Tracker.

“Very few companies or institutions in
the energy industry are really considering
the upside if the technology explodes and
grows exponentially,” he said. Oil and gas
giant BP, for example, predicted last week
that oil demand from cars would continue
to rise well into the mid-2030s. In 2035,
electric vehicles will only make up six per-
cent of the global car fleet, it said in its
2017 Energy Outlook. Other fossil fuel
companies have made similarly rosy fore-
casts for oil demand. Non-industry analysts
are split on how quickly electric vehicles
will displace those powered by internal
combustion engines. The 29-nation
International Energy Agency (IEA), formed
after the 1973 oil crisis, sees relatively
modest growth, resulting in an eight per-
cent market share-about 150 million vehi-
cles-by 2040, and only 1.3 million barrels of
oil displaced per day.

Exponential growth
Even their prescriptive “450 ppm” fore-

cast-a blueprint for energy growth deemed
consistent with capping global warming at
two degrees Celsius (3.6 degrees
Fahrenheit) — only foresees 710 million
electric vehicles by that date.  Holding
warming to 2C is the core goal of the 196-
nation Paris climate treaty. But the IEA’s poor
track record for forecasting solar and wind
growth suggests estimates for electric cars
may be too conservative as well.”The IEA
and the oil companies are still playing catch
up on renewables,” said Sussams. “Every
year they are upgrading their assumptions
around renewable energy penetration.” 

The IEA’s last revision was in October
2016. Private forecaster Bloomberg New
Energy Finance’s estimates, by contrast, are
much closer to the new figures: a 22 per-
cent market share for electric vehicles by
2035. The disagreement on how quickly
fossil fuel companies may face falling
demand-and possibly stranded assets-is

built into the assumptions behind the fore-
casts. “We assume the electric vehicles will
be cheaper than oil-burning combustion
engine vehicles from 2020 onward,”
explained Sussams. The Carbon Tracker
model also presumes very rapid growth,
and an absence of bottlenecks, such as a
shortage of charging stations.

China-the largest market in the world for
electric vehicles-sold more than half-a-mil-
lion in 2016.  “That is close to exponential
growth,” Sussams said. The forecasts are
also in line with those of major car makers,
including Tesla, GM and major European
manufacturers. The 60-page report-entitled
“The disruptive power of low-carbon tech-
nology-notes that a 10 percent loss of the
power market-share caused the collapse of
the US coal mining industry. Similarly,
Europe’s five major utilities lost more than
100 billion euros ($105 billion) in value from
2008 to 2013 “because they were unpre-
pared for an eight percent growth in renew-
able power.” —AFP

Surge in electric cars may blindside big oil

TOKYO: A woman looks at an electronic stock indicator of a securities firm in Tokyo, yesterday. Asian mar-
kets wavered and the dollar lost some steam yesterday after the Fed kept its key lending rate on hold as
expected at its latest policy meeting. —AP

LONDON: The dollar slipped to a 12-
week low yesterday and stock and bonds
markets both showed caution after the
US Federal Reserve stuck to its mildly
upbeat view of the world but gave no
hint on when it will next raise interest
rates. With all the political uncertainties
about, the big central banks appear to be
lying low - or at least trying not to add to
the volatility. The Fed decision and state-
ment was a non-event, with the lack of
any nod toward a possible further rate
rise next month - not least because the
latest US economic numbers have been
so strong. It sent the dollar to its lowest
level since mid-November against a six-
strong group of other top world curren-

cies, to add to January’s worst start to a
year in three decades.

Rabobank analyst Michael Every said
despite tweaks in the Fed’s statement,
including that inflation “will”, rather than
“is expected to” rise to 2 percent, it could
be taken as broadly dovish. “There was not
the spoon-feeding ‘expect a rate hike in
March’ guidance the market has come to
expect (from the Fed) before such changes
in policy are made,” he said. There was
another salvo of Twitter comment from US
President Donald Trump, this time aimed
at Iran and a “dumb” immigration deal
struck with Australia. The Aussie dollar did-
n’t mind though, concentrating instead on
strong trade surplus figures as it jumped 1

percent to a near three-month high.
Rattled euro zone bond market drew

some comfort from the Fed’s apparent lack
of urgency to push up rates. Yields, which
move inverse to price, drifted down across
the board with those on benchmark Bunds
down to 0.48 percent. France’s bonds went
with the flow but the gap over German
peers was near its widest level in three years
on nerves about far-right Marine Le Pen
polling strongly ahead of elections in April
and May. Back in the currency market, ster-
ling also pounced on the weakened dollar
to hit a 12-week high as construction sector
data showed builders, like manufacturers
the day before, are seeing a sharp rise in
their costs. —Reuters

Dollar hits 12-week low 
Non-committal US Fed dampens stocks

Russian oil output 
contracts 100,000 bpd 

after global deal
MOSCOW: Russian oil output contracted in January by 100,000 bar-
rels per day, led by decline at all the major domestic producers and
following a global accord aimed at eliminating oversupply and sup-
porting oil prices, Energy Ministry data showed yesterday. Russian
output, one of the world’s largest, declined for the first time since
August. The decrease showed that Moscow is serious in its pledges
to reduce production of oil, its chief commodity exports and key
supplier of budget revenues. January marked the start of planned
output cuts by 11 members of the Organization of the Petroleum
Exporting Countries and other producers led by Russia under a deal
reached on Dec.  10.

Russian oil and gas condensate output declined to 11.11 million
bpd from 11.21 million bpd in December. In tons, oil output fell to
46.992 million from 47.402 million in December. Top Russian producer
Rosneft cut output in January by 0.5 percent month on month, Lukoil
cut by 1 percent, Surgutneftegaz cut by 1.2 percent and Tatneft by 3.7
percent. The data does not take into account production at sub-
sidiaries and joint ventures. Russian oil pipeline exports rose to 4.409
million bpd from 4.358 million. Moscow has said that the deal was
related exclusively to production, not exports.

Global deal
OPEC, Russia and other producers agreed to cut oil production by

a combined 1.8 million bpd in the first half of 2017. Russia pledged to
reduce 300,000 bpd by the end of the first half. A Reuters survey this
week put compliance with the OPEC deal at 82 percent, above the ini-
tial 60 percent achieved when a similar deal was implemented in
2009. Market watchers have focused on the level of compliance to
those promises as in the past the OPEC members have often failed to
stick to their pledges. Russian Energy Minister Alexander Novak said
on Wednesday that global oil output was cut by 1.4 million bpd last
month. Since Nov 30, when OPEC announced a production target of
32.5 million bpd, oil prices have jumped by around a fifth to $56.5 per
barrel, comfortably above the $40 per barrel average envisaged in
Russia’s budget for 2017. Novak has said he expects global oil prices at
between $50 and $60 per barrel this year. He has said Russia aims to
cut production by 200,000 per day by the end of first quarter and
reduce it by 300,000 bpd thereafter.

US help needed
“Russia’s approach to cutting would only foresee a gradual

decrease in production as of the end of Q1. Consequently, while OPEC
cuts seem to be well underway - asserting confidence in the deal -
there is still some way to go for non-OPEC,” Vienna-based JBC Energy
said in a note on Wednesday. “Moreover, signals from the US continue
to indicate a more rapid rebound in US crude production, which could
counter some of the non-OPEC contributions to the cuts.” Igor
Yusufov, Russia’s energy minister from 2001 to 2004, and who over-
saw Moscow’s first deal with OPEC said that Russia and OPEC should
bring the United States into the global deal on oil output curbs as the
US was ramping up its production. —Reuters


