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LONDON: OPEC faces a critical moment in its 60-
year history with the coronavirus crushing crude
demand and prices, discord among its members,
and threats from a world seeking cleaner fuels.

Founded on September 14, 1960, by Iraq, Iran,
Kuwait, Saudi Arabia and Venezuela who sought to
control crude oil output, OPEC currently comprises
13 members including nations from Africa and Latin
America. The 60th anniversary “comes at a critical
moment in its history”, UniCredit analyst Edoardo
Campanella said in reference to the Organization of
the Petroleum Exporting Countries.

“Its ability to steer the oil market in its favor has
never been put in question to the extent it is now,”
he noted.

Relevant role
The Vienna-based institution convenes for regu-

lar meetings to assess the state of supply and
demand in the marketplace, and its pronouncements
can still spark major price swings. That ability has
dimmed in recent years however, prompting it to
join forces with ten non-OPEC producers including
Russia to curb their collective output.

OPEC+ essentially wanted to counter surging
energy supplies from shale rock in the United
States and help clear a stubborn supply glut on
world markets. Today, OPEC pumps about one third
of global oil-but OPEC+ accounts for almost 50
percent, giving it greater clout.

Carlo Alberto de Casa, trader at Activtrades,
insisted that the cartel retains a “relevant” function
in the market, dismissing talk the organization was a
“has-been”. “They are slightly less influential com-

pared to the past, also due to production of non-
OPEC countries and new extraction techniques. But
I still see a role for OPEC,” he told AFP.

This despite the larger OPEC+ in March failing
to agree on a new strategy-with Russia refusing
cartel kingpin Saudi Arabia’s request to cut their
collective output and combat a virus-fuelled
slump in crude demand. In response, top global

exporter Saudi slashed its prices and raised out-
put to preserve market share in the face of
Russian opposition.

The Saudi-Russian price war, in tandem with the
worsening Covid-19 pandemic, sent oil prices off a
cliff-and even caused New York’s light sweet crude
contract to briefly turn negative in April-meaning
producers paid buyers to take the oil off their
hands. After the unprecedented market crash,
OPEC+ in May slashed up to a fifth of its output-a
move that triggered a sharp rebound in crude prices
to current levels around $40 per barrel.

Added to the supply backdrop, the United

States, now the world’s biggest oil producer, curbed
the pace of costly shale extraction. Rystad Energy
analyst Paola Rodriguez-Masiu, while noting that
OPEC has lost market share in recent years, said the
cartel still has an important role to play because it

possesses the largest amount of accessible crude.
This meant that extracting its oil resulted in fewer
carbon emissions, she said. “I would argue that
OPEC would become more and more important” in
the future, she concluded. — AFP

Coronavirus crushes crude demand and prices 

OPEC turns 60 at a ‘critical moment’ 

Discord
among 

members risks
cartel unity

Business

DIY a bright spot for 
consumer spending
PARIS: Many retailers have been caught off-
guard by coronavirus restrictions and shifting
consumer habits, but DIY stores are enjoying a
boom as people spend money on their homes
and gardens. A recent report by consulting
group McKinsey found that faced with a pro-
longed period of financial uncertainty due to the
pandemic, consumers “intend to continue shift-
ing their spending largely to essentials... and
cutting back on most discretionary categories”.

Data has shown consumers worldwide are
cutting back on clothing and shoes, but spend-
ing more to improve their homes.

In Britain, the sector has helped consumer
spending overall to rebound to a level higher
than before the pandemic hit. “Spending for
home improvements continued to rise in August
as sales volumes within household goods stores
increased by 9.9 percent when compared with
February,” Britain’s Office for National Statistics
said this month. This shouldn’t come as too much
of a surprise, as people are spending more time
at home, and even when not under lockdown,
many people are working from home or have
fewer public activities to participate in.

A recent survey carried out in 20 countries
by consulting firm Accenture found that over
two-thirds of respondents expect most of their
social activities will take place at their home or
that of a friend. The unease and concern that
many people now feel in public spaces may push
a lasting shift towards people spending more
time at home, with Accenture even calling it a
“decade of the home”.

Certainly many Germans have used coron-
avirus downtime to “repair, refurbish and deco-
rate their homes”, the country’s BHB trade asso-
ciation for home improvement, building and gar-
dening said in a recent report. Sales in the sector
rose by 15.6 percent year-on-year to nearly 12
billion euros ($14 billion) over the first half of
2020, boosted by the fact that many DIY stores
and garden centers were allowed to stay open
during virus lockdowns. Paint and painting acces-
sories proved most popular, according to the
trade body, with sales climbing by 37.6 percent.

Garden furniture was another favorite, it
said, seeing a 21-percent sales jump. DIY
retailers have been reporting surging sales. A
major DIY chain in the United States, Lowe’s,
saw comparable sales rise by 34.2 percent in
its second quarter that ended on July 31 — a
period when restrictions were still in place in
some states. — AFP

China’s addiction
on coal erodes 
climate goals
BEIJING:  China’s surprise pledge to slash its car-
bon footprint to zero by 2060 was met with cau-
tious applause, but fresh spending on coal to rev up
a virus-hit economy threatens to nullify its auda-
cious bid to lead the world into a low carbon future.
The fossil fuel has powered China’s economic surge
over the last thirty years, and the nation burns about
half the coal used globally each year.

Between 2000 and 2018, its annual carbon emis-
sions nearly tripled, and it now accounts for nearly a
third of the world’s total greenhouse gases linked to
global warming. Despite pledges to wean the econ-
omy off coal with the world’s most ambitious invest-
ment in renewables, China’s coal consumption
climbed back in June this year to near the peak lev-
els seen in 2013.

That was in part due to a pivot back to coal after
geopolitical uncertainty in the Saudi peninsula,
China’s main oil supplier. But the coronavirus, which
saw the Chinese economy contract for the first time
in 30 years, also opened the taps from government
lenders to build new coal plants to revive flatlining
provincial economies.

There is a “tension at the heart of China’s energy
planning” Li Shuo, senior climate and energy officer
at Greenpeace China, said. It “pits Beijing’s strategic
interests against the immediate goals of cash-
strapped provincial governments, makes it difficult
to walk the talk” on cleaner future.

This week Xi Jinping unveiled China’s bold pitch
for leadership on global warming at the United
Nations, vowing his nation will reach peak emis-
sions before 2030 and go carbon neutral thirty
years later. It is the first time China has announced
any plans to become carbon neutral, but so far there
have been no details on how the country would

rebalance away from fossil fuels. In the first half of
2020 China approved 23 gigawatts-worth of new
coal power projects, more than the previous two
years combined, according to Global Energy
Monitor (GEM), a San Francisco-based environ-
mental NGO.  “A new fleet of coal plants is in direct
contradiction with China’s pledge to peak emissions
before 2030,” said Lauri Myllyvirta, China analyst
at Centre for Research on Energy and Clean Air.

Facing both ways 
The world’s second largest economy is also posi-

tioning itself as the global leader in renewables. It is
already the top global producer and consumer of
wind turbines, solar panels and electric vehicles,
and Chinese factories make two-thirds of all solar
cells installed used worldwide.

“China’s energy policy is like a two-headed

beast, with each head trying to run in the opposite
direction,” said Greenpeace’s Li. But the new coal
surge is running renewables out of the market
because China’s energy distribution system uses
Soviet-style quotas, where power suppliers are
allocated a monthly supply limit.  

The grid quotas pushed local governments to
increase the allocation for coal-based power over
recent years, and it leave less room on the grid for
renewable energy use, even if investment in them
is stepped up. “Local governments prefer to buy
more coal-generated power to protect mining
jobs,” Li said.  Wind and solar farms have been
forced to idle and dozens of new renewable proj-
ects have been cancelled since late last year as
small private operators struggle to make money.
Experts say China’s coal addiction will not be
easy to end. — AFP

European airlines 
cutting fares to woo 
back passengers
PARIS: With the coronavirus crisis putting a chill on
travel, European airlines are reducing fares to
attract passengers and fill the planes that are still
flying. Travel restrictions adopted by many coun-
tries to stem the spread of the disease have clob-
bered airlines, bringing air traffic to a near halt in
the spring. And while traffic picked up during the
summer, it is now falling off again.

According to Eurocontrol, which coordinates air
traffic in Europe, traffic has been slowing over the
past couple of weeks, and is now 54 percent below
its comparable level last year.

A European airline trade association has put
August traffic even lower, at just 30 percent of 2019
levels. Eurocontrol is now more pessimistic about a
recovery for the sector.

In the spring it had expected traffic to be 30
percent below 2019 levels in October, but it now
sees a 57-percent drop. While the pandemic has
left airlines starved for cash, they have begun to
cut fare prices.

According to ForwardKeys, a company which

analyses the tourism market, airlines trimmed fares
from Britain, France, Germany and the Netherlands
to destinations in southern Europe by 15 percent in
August compared with the same period last year. In
a study released Thursday it found that prices on
some routes were down by more than one third.

‘Entice travellers’ 
“You have to entice travellers to return to flying

and price is a factor,” said Reginald Otten, deputy
managing director for France at budget airline
easyJet. He said the airline had managed to reopen
some routes during the summer and the planes it
flew were nearly full. “But we are nevertheless
around 30 percent of capacity, which is a very, very
low figure, and the summer is the most important,

most popular (time) for people to travel,” he told
AFP. Lower prices also stimulate traffic, according
to Eddie Wilson, head of Ryanair DAC, one of the
two firms which operate flights under the Ryanair
brand. Ryanair, which has used a low-cost model to
become one of Europe’s biggest airlines, this week
launched a brief buy-one-get-one-free promotion.

“At some stage you can’t sit there and look out of
the window and hope that things will be alright and
wait for the politicians to do something,” he said.
Beyond cutting prices, airlines can and are focusing
on their most profitable routes. But the reimposition
of travel restrictions and tighter quarantine and
testing measures could quickly undo their planning
and efforts.

European airlines earlier this month urged
national capitals to coordinate measures to limit the
spread of the virus, saying the current patchwork of
restrictions is hobbling a return to regular travel
around the EU. Airlines are responding to the drop
in demand for travel “with the tools they have in
hand: reducing capacity and promotional offers, but
they have no control over the evolution of the pan-
demic and policies on restricting travel,” said Oliver
Ponti, vice president of ForwardKeys.

“The effect of low prices will thus be limited,
especially as consumers remain worried about
their plans being disrupted and rapid reim-
bursement of their tickets in case of cancella-
tion,” he added. — AFP

ALGIERS: In this file photo, participants gather in the lobby ahead of an informal meeting between members of
the Organization of Petroleum Exporting Countries (OPEC), in the Algerian capital Algiers. — AFP

Between 2000 and 2018, China’s annual carbon emissions nearly tripled, and it now accounts for nearly a third
of the world’s total greenhouse gases linked to global warming.


