
LONDON: The sharp rise in wholesale gas prices
is spilling over into the oil market, with looming
demand for electricity generation and heating likely
to further spur the sector this winter. The spike in
demand and consumption could lead the OPEC+
alliance of oil exporters, which meets in Vienna
today, to scale up their production plans.

“We could see an additional oil demand boost of
nearly one million barrels per day (bpd) for
December 2021, half of which we deem quite likely
to materialize from incremental oil-for-power gen-
eration in Asia,” said Bjornar Tonhaugen, an analyst
Rystad Energy. “The remaining half is more uncer-
tain and hinges on a colder-than-normal start of
winter in the Northern Hemisphere, which would
drive oil for heating.”

Switch to oil 
If gas prices remain prohibitively high, some

countries in the Middle East and Asia may explore
temporarily increasing use of their oil-fired power
plants, according to Fitch analyst Dmitry
Marinchenko. Overall, oil-fired generation repre-
sents only a small portion of global electricity pro-
duction, around three percent in 2019, according to
the International Energy Agency (IEA).

That lags far behind 37 percent for coal and 24
percent for natural gas. However, Tony Syme,
macroeconomic expert at the University of Salford
Business School, said that only “a small minority of
power plants” in Britain and the US can switch
between coal and gas for power generation.

“This number has been declining over the last
three decades as the environmental impact of burn-

ing fossil fuels has become more important,” he
said. The price of crude oil, which is subject to many
other factors, has risen following the surge in gas
prices, but not as sharply.

OPEC intervention? 
The additional demand for oil amid the gas

price spike is difficult to quantify, but could be
“up to 320,000 bpd... over the next six months in
Asia and Europe”, according to S&P Global Platts
Analytics. US bank Goldman Sachs estimated “the
potential capacity for gas-to-oil substitution
could be larger should gas rally further, of up to
1.35 million bpd in power and 0.6 million bpd in
industry” in Asia and Europe.

However, this volume represents only two per-
cent of global oil demand, which is expected to pass
the 100 million barrels per day mark next year,
according to the Organization of Petroleum
Exporting Countries, or OPEC. “While manageable
from an oil market perspective, such a one-standard
deviation weather shock would nonetheless repre-
sent $5 per barrel upside to our $80 per barrel
Brent forecast,” Goldman Sachs said. Members of
the oil exporters’ cartel and its allies, together
known as OPEC+, must decide whether to ramp up
oil production or risk further price inflation. Olivier
Daguin, an investor at OFI AM, told AFP the extent
of the switch from gas to oil “will depend mainly on
the difference in price between the two”. The gap
has widened considerably in recent days.

‘Irresistible’ 
In Europe, gas prices continue to soar. The Title

Transfer Facility (TTF), a Europe-wide virtual trad-
ing point for natural gas in the Netherlands, reached
the 100 euros ($116, £86) per megawatt-hour
(MWh) mark for the first time in its history on Friday.
This is five times more than at the start of the year,
while oil prices have doubled over the same period.

European gas is now roughly twice as expen-
sive as Brent North Sea crude oil-which cost

$80.75 dollars per barrel on Tuesday, its highest
price in three years-using notoriously difficult
conversion methods. “Asia spot natural gas prices
are now trading at near the equivalent of $180 per
barrel of Brent crude, meaning that oil’s appeal as
a gas substitute for power generation is almost
irresistible,” said Jeffrey Halley, senior market
analyst at OANDA. — AFP 
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New York’s street 
vendors still 
waiting for
COVID recovery
NEW YORK: After his small Manhattan food
stand lost its customers during the coron-
avirus pandemic, Abdul Rahman-an Afghan
vendor who arrived in New York in 1992 —
has resumed service, albeit at a fraction of for-
mer business since offices are still far from full.
Rahman and the thousands of street vendors
like him, emblematic of New York’s sidewalks,
were hoping things would finally go back to
normal in September.

But that’s far from the case: “The business is
like, 20, 30 percent (less) than before the pan-
demic,” Rahman, 44, told AFP, standing in front
of a display case of doughnuts and other pas-
tries. On the counter is a jug of coffee, which
he says he has trouble emptying. With a wave
of his arm, he points to where customers used
to form long lines in front of his mobile stand.

Like yellow taxis, the metal food carts-
stocked with coffee, muffins, bananas and
hard boiled eggs-are part of New York’s
cityscape. An estimated 20,000 vendors are
on the streets of the Big Apple, and many of
them are immigrants who have no other way
of earning money.

A city hall permit is clearly visible on
Rahman’s cart, as is a photo of his three chil-
dren, all born in the United States. It has been
20 years since Rahman arrived in New York to
escape the war back home in Afghanistan.

He set up shop on the sidewalk of Whitehall
Street, in the south of Manhattan. It is a good
location, at the foot of office buildings, near a
subway exit and not far from the docks where
ferries full of tourists leave and return for the
Statue of Liberty, as well as boats transporting
workers from Staten Island.

Some customers are loyal, such as Mike
Reyes, a maintenance worker, who says he
comes every morning. “We need affordable
(things) like donuts, coffee, because I do know
in the city it’s very expensive,” he explained.
“To me, they are really essential.” — AFP

Mounting gas rates buoy oil 
prices ahead of OPEC+ meet

Oil producers meet today to scale up production plans

NEW YORK: A food cart is pictured near Radio City
Music Hall in New York.— AFP

Supply chain 
woes dog 
global recovery
PARIS: Power outages in China,
chaos in Britain’s petrol stations, fac-
tory closures in Germany-supply
chain problems around the world are
threatening to gnarl up a global
recovery as countries try to re-
emerge from pandemic-induced
recessions. This week saw a number
of examples of the supply chain issues
currently dogging economic activity
across the globe-China ran out of coal
for its power stations; the UK had
insufficient lorry drivers to transport
petrol to the fuel pumps; and gas
prices are soaring all across Europe
as demand outstrips supply.

“The risk is that even though the
economies are reopening, growth
slows down because we cannot pro-
duce the things people demand,” said
Niclas Poitiers, a researcher at the
Bruegel institute in Brussels. The dif-
ficulties are already being seen in the
economic data: China’s manufactur-

ing activity shrank in September for
the first time since the beginning of
the year.

In France, manufacturing activity
fell to its lowest level since the start of
2021. And in Japan, industrial output
declined in August for the second
month in a row. Companies are finding
it difficult to get their hands on the raw
materials and components they need

to keep production lines running.

Chip shortages 
The auto industry, for example, is

suffering from a severe shortage of
semiconductors-the electronic chips
without which their models-both con-
ventionally and electrically powered-
cannot function. Japanese giant Toyota
slashed its production forecasts last

month, and Stellantis said it would
have to halt production at the German
plant of its Opel subsidiary until the
beginning of next year.

The industry is set to lose $210 bil-
lion in revenues this year, twice as
much as anticipated at the start of the
year, according to consultancy Alix
Partners. The textiles industry has sim-
ilarly found itself exposed-Swedish
giant H&M complained of “disruption
and delays in product supplies” in
September. Freight costs between
China and the west coast of the US
have risen more than five-fold over the
year as a result of pressures arising
from the post-pandemic recovery,
according to Freightos Baltic.

No double-dip recession 
“Interconnectedness of the global

container industry is such that it is dif-
ficult for that industry to adjust rapidly
enough to such big supply shocks,”
said Jacob Kirkegaard, of  the
Peterson Institute for International
Economics (PIIE) in Washington. But
he told AFP the supply chain problems
would likely prove to be just “a delay
in the recovery. I don’t expect it to be
a negative shock big enough to have a
double dip recession”. —AFP

LE GUILVINEC, France: Fishing boats are moored at the port of Le Guilvinec, western France.
Power outages in China, chaos in Britain’s petrol stations, factory closures in Germany-sup-
ply chain problems around the world are threatening to gnarl up a global recovery as coun-
tries try to re-emerge from pandemic-induced recessions.  — AFP

Nigeria looks to
revive ailing 
palm oil sector
OKOMU, Nigeria: Standing beside the piles of
dark red palm fruits ready for crushing for their
essence, Nigerian farmer Micah Ojo hopes to cash
in on the government’s drive to revive the country’s
once thriving palm oil business. His farm is one of
the small plantations scattered across southern
Nigeria where the government is investing heavily
in the industry as part of its drive to diversify away
from petroleum and help create jobs.

Once a major producer, Nigeria now imports
from Indonesia and Malaysia, further straining for-
eign exchange reserves already battered by a fall in
global crude oil prices and the pandemic. But the
story appears to be changing as Nigeria’s govern-
ment, through the central bank (CBN), is pumping
billions of naira in loans to assist farmers and
investors in the industry.

Several states, including southern Edo and Akwa
Ibom, where roads are lined by hectares of dark
green palm trees and moribund factories, are inject-
ing new life into the sector. “We need assistance.
The business is capital-intensive,” Ojo said at his
farm in Edo. “We need government to come to our
aid to assist us.” Across the globe, the palm oil
industry has faced heavy criticism for deforestation,
loss of community land and claims of worker abuses
on Southeast Asian plantations.

But the oil, which is used in cooking, foods and
cosmetics products, is a major industry in Indonesia
and Malaysia, and Africa has also seen growth in

recent years. Supporters say it helps create local
jobs and development. With an agriculture credit
scheme and other programs, Nigeria is supporting
operators to buy quality and up-to-date seedlings
and set up new plantations and mills.

At Okomu Oil Palm Company in Edo state, there
are three palm and rubber plantations sitting on
over 33,000 hectares of land, partly funded by a 14-
billion-naira ($34-million) loan. “It has assisted us
greatly to expand our footprints in the sector,” said
managing director Graham Hefer, a South African
executive who has run the company since 2007. But
as with other industries, logistical and infrastructure
problems in Africa’s most populous nation are hin-
dering growth which would allow the industry’s out-
put to meet local demand.

“The level-playing-field, which people talk

about, is not level in Nigeria,” Hefer said, pointing to
problems such as a lack of roads, electricity, multi-
ple taxation and congestion at ports.

“We are seriously lobbying government to look
into these concerns.” Nigeria, the world fifth largest
palm oil producer, consumes around two million
tons of palm oil per year, half of which is imported,
with local output at 800,000 to one million tons.

Hefer said the big players like Okomu account for
just 30 percent of local production, while small
growers represent 70 percent. Established in 1976,
Okomu has three oil mills, producing 40,000 tons of
crude palm oil (CPO) per year. One mill is in opera-
tion, while the second is due for commissioning this
month and the third expected to come on stream
next year. The company expects to double produc-
tion to 80,000 tons per year by 2025.  —AFP

OKOMU, Nigeria: A worker pours steamed palm fruits into a local machine for crushing at Parrtern oil farm, a local processing
oil mill at Udo Town in Edo State, mid-western Nigeria. —AFP


