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Shell plans to increase the annual
amount of money it invests in
renewable energy to US$4 billion,
the supermajor’s head of gas and
new energy, Maarten Wetselaar
toldthe Guardianinan interview.
Thefigure is double the maximum
current annual investment Shell
has allocated for cleaner energy
initiatives but the increase will
only materialize if these initial
investments prove to make
financial sense.

“I'would like my current business

to be financially credible enough
for not only the company, but
shareholders, to want to double it

and look at more,” Wetselaar told
the Guardian.
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Investment

Shell has pledged to reduce its
carbon dioxide emissions by 50
percentover the next five decades
as it shifts to more renewable
energy, including biofuels, and
boosts operational efficiencies,
in the latest sign that one of the
world’s top Big Oil players is
determined tomove away fromits
principal business.

"Our view is if society needs to
tacklethedual challengeofclimate
change but also accommodating
higher demand for energy—as of
course the energy poor need to get
accesstoenergyaswell—wehave
toreducethecarbon footprintofthe
energy system as asociety to anet
zero level," chiefexecutive Ben

van Beurden said last year.

Shell has been subjected to
activist shareholder pressure in
thisrespectaswell. For four years
in arow, Follow this, a Dutch
investment group targeting oil
supermajors, has been tabling
resolutions requiring the
company to move more deeply
into renewables and away from
its core business in oil. Next
year will not be an exception:
Follow this has already filed a
resolution to be voted at Shell’s
2019 AGM, aresolution seeking
to force the company to move
its business goals closer to Paris
Accord commitments undertaken
bymore thanahundred countries.
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Looking back overaperiod as long as a year may, to many traders, seem
likeapointlessexercise. One ofthe psychological traitsneeded if youare
to trade regularly and stay sane is a poor, or at least selective, memory.
Wrongcallsand mistakes are inevitable. Dwelling onthem only produces
fear and trepidation, neither of which are conducive to making good
decisions. However, I frequently stress the importance of setting and
sticking to stop losses and if you have done that, looking back can be
informative. It shows the importance of being disciplined in that regard
and enables you to learn from both successes and failures. With thatin
mind, let’slook back at the last twelve months.

2018 has been a funny old year, but then in retrospect they all are, as
markets, particularly commodity marketslike oil futures, rarelymove in
onedirection forlong. Whenyoulook back, therefore, what stands outare
the abruptreversals suchas we have seen since the beginning of October
incrude. Itis worth remembering though that that move was preceded

byalongupward grind that started
atlevels very close to where oil is
currently trading, asis clear on the
2-Year daily chart for the crude
futures contract, CLbelow.

Of course, that doesn’t make it
certain that 2019 will see a similar
reversal, but it does make it more
likely, and looking at it this way
is auseful antidote to the sense
of never-ending doom that is
prevalentnow. In fact, if youlook
atwhatcausedboththatlongmove
up and the collapse, the panic that
is driving oil ever lower right now

Lessons From The Oil
MarketsIn2018

looks misplaced.

On the supply side of the
equation, what drove oil higher
was the impact of the output cuts
established by the agreement
between OPEC and other big
producers, signed in December
2016 and extended in March of
2017.Asyoucansee, ittook time
forthose cutstoimpacttheprice of
oil,butonceitbeganto, themarch
upward was pretty relentless.

The other supply factor, the one
that is being frequently cited as
the reason WTI has collapsed
isthe bigincrease in U.S. shale

production. Wehave, though, onseveral occasionsoverthelast few years,

clearly seen that that outputis very price sensitive. Why should this time
beany different?

There were obviously demand considerations thathelpedthemoveupin
theearly partofthe yeartoo. Mostof2018 hasplayed outinanatmosphere
ofoptimismaboutglobal growth, and therefore oil demand. Thatchanged
recently however, andacombination of fears about Brexitand the effects
of protectionistpoliciesinthe U.S. has been at least part of the reason for
the collapse in oil, and U.S. stocks as well for that matter. But, when you
look back, those things are nothingnew. The Brexit vote was back in June
0f2016, and Trump announced the first round of tariffs in March of this
year, and neither ofthosethings prevented WTTfromsoaring tomulti-year
highsinthe $70s.

Let’smake it clear, ’'m not saying here that oil prices are going to turn
around tomorrow and move in a straight line back up to $70. That is
possible, butnotlikely given thatthereisas yetnoprogressonatrade deal
betweenthe U.S. and China, Brexitisevenmore ofamessnow thanever,
and that U.S. output has not really begun to adjust to lower prices. The
latest EIA datashows asmalldrop inoutput for thefirsttime inawhile, but
itisonly onereportand the decline is too small to be significant.

What 2018 has taught us though is that even with the demand issues
unresolved, oil can climb higher. With the combined influence of the
renewed OPEC plusagreementand the lower price of oil thatlooks likely
tohappen. Therearerisksofcourse. Apolitical crisisinthe U.S. thatderails
everything and further declines in Chinese growth spring to mind, and
there are a whole host of others as well but, on balance, the lesson from
20181isthatoil should movehigher during2019.
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Total to Launch Oil Exports From
New Nigerian Field In February

Justas OPEC and partners will have started the new round of production
cuts toreduce oversupply, France’s total is set to begin exports from the
new ultra-deep Egina oil field offshore Nigeria in February 2019, atan
initial rate of just over 100,000 bpd, Bloomberg reported on thursday,
quoting a copy of aloading program for the new grade ithad seen.

the Egina oil field project is based on a subsea production system
connected to a floating production, storage

and offloading (FPSO) unit. the field’s

production capacity is forecast
at 200,000 bpd—around

10 percent of Nigeria’s

total oil production, the

project operator total

says.

According to
Bloomberg es

timates, 200,000

bpd in exports

will make Egina

the fourth biggest

since August, and production is
set to further increase with the
imminent start-up of Egina.
Despite some concerns over
the stability of Nigeria’s oil
operations ahead ofthe February
elections, the country wasn’t
exempted from the new
OPEC+ production cut
deal. Fellow African
producer Libya,
alongside Iran
and Venezuela,
were granted
exemption
from the
cuts, but
Nigeria
wasn’t.
Nigerian

Nigerian crude grade Oil Minister
interms of volumes. Emmanuel
The timing of the new O I A ‘ Kachikwu told
field start-up coincides local news outlet
with the OPEC/non-OPEC tHISDAY last week

production cuts, from which Nigeria

wasn’t spared this time around. the report

of'start of exports also comes as oil prices continue to be depressed by
market fears that the cuts may not be enough to erase the oversupply,
especially if fears of slowing global economic growth materialize.
Followingawave ofmilitant violencein2016 and early 2017, Nigeria’s
oil production started torecover in the latter halfof 2017, when attacks
onoil infrastructure subsided.

This year, after some hiccups and pipeline outages during the spring
and early summer, Nigeria’s crude oil production has been on the rise
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that the country hadn’t
asked for an exemption, and that
it could contribute with up
to 40,000 bpd to the 800,000
bpd OPEC has pledged to cut
from January. the 40,000-bpd
figure is some 2.5 percent of
Nigeria’s current crude oil
production of 1.7 million bpd,
the minister said.

Aramco Fights to Protect Asian
Market Share Ahead Of Cuts

Aramco will ship the full
volumes of crude contracted by
Asianrefinersinabid to protect
its market share in the biggest
consuming region in the world
ahead of production cuts that
come into effect next month.
S&P Global Platts quotes
sources from the refining and
oil trading sectors in Asia as
confirming refiners will not be
subjected to supply cuts like
the United States. Last week
Bloomberg reported Riyadh
could reduce crude oil exports
to the United States to the lowest
inthree decades.

What’s more, after cutting its
prices considerable, Aramco
also supplied additional
volumes to refiners and

traders in Asia, highlighting
its determination to keep the
Asian market at all costs, even
substantially lower revenues as
oil prices remain low.

One trader with a refiner in
Northern Asia told S&P Global
Platts "I do not think we will
take any other type of crude if
we can help it. the Saudi OSPs
look too attractive thismonth," a
trader with a North Asian refiner
said. this means the Saudis have
lowered their prices enough to
compete with Iranian crude,
whichis saying something given
Iran’s desperate need to keep its
oil flowing abroad amid U.S.
sanctions.

However, Iran is not the only
rival. Another trader told Platts

"Despite OPEC cuts, they
[Aramco] are properly looking
after term customers in the East.
[But the] US is a net exporter
now. those barrels have to go
somewhere."

The latest data on U.S. oil
exports to Asia suggested
an average daily rate of 1.1
million barrels. that’s up from
anaverage 627,000 bpd a year
earlier, S&P Global Platts
reported. to compare, the
November2018figureis closeto
the amount Saudi Arabia exports
daily to China alone. However,
the consistent growth in U.S.
production could eventually
become a bigger challenge for
the Kingdom in the key Asian
market.



The World Of Energy

Siplsddstale | AVole g |VF

more U.S. oil despite the three-
month truceagreed by Presidents
trump and Xi lastmonth, Reuters
reports, citing cargo loading
plans of Chinese downstream
operators.

According the Reuters, Chinese
demand for U.S. crude has
been dampened by political
uncertainty around the trade war
and, more directly, by relatively
high costs of transportation. this
means that despite the truce and
future positive developments in
bilateral talks on trade, U.S. oil
will have yet to become a major
element of China’s imported
crude oil mix.

One Chinese analyst told
Reuters that price was the top
consideration of buyers and the
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price of U.S. oil simply wasn’t
competitive.

“Chinese companies have little
incentive to buy U.S. crude due
to the wide availability of crude
supplies today from Iran and
Russia,” Seng Yick tee from
consultancy SIA Energy said. Yet
trade tensions are not helping,
either. With the constant threat of
more tariffs, refiners are reluctant
to change theirbuying habits.
“Even though the trade tension
between China and the U.S.
had been defused recently, the
executives from the national oil
companies hesitatetoprocure U.S.
crudeunlesstheyaretoldtodoso.”
U.S. crudeoil exports hitahigh of
23.95 million barrels in October
2017, data from the Energy
Information Administration

-

Chinese Refiners Aren’t Buying U.S. Crude

Chinese refiners are not buying

shows, but have since then
declined, reaching 2.17 million
barrels in September this
year before Chinese refiners
completely stopped buying U.S.
crude in October.

Yet China’s total oil imports in
October, on the other hand, hit
40.80 million tons (9.61 million
bpd), of which teapots imported
8.22 million tons. this was the
highest monthly oil import
amount on record, according to
customs data from Beijing. the
increase came despite depressed
refining margins that could have
motivated lower appetite for
crude but apparently did not. the
independent refiners drove the
increase as they sought to fulfill
their import quotas until year-
end.

Turkey Stands Firmly Against U.S.
Sanctions On Iran

Following unexpected and dramatic full and "immediate" withdrawal
ofall U.S. forces from Syria, turkey has announced it will not play ball
on Iran sanctions. According to a translation of the turkish president's
words on thursday during a previously planned summit with Iranian
President Hassan Rouhani in Ankara, journalist Abdullah Bozkurt
reports, "turkish president Erdogan says turkey won't support U.S.
sanctions on Iran which he claims puts regional security and stability at
risk, vows totake all measures to minimize impact of sanctions ontrade
between the two countries, pledges support to Iran in difficult times."
This is huge given that the complete U.S. reversal in policy comes

following a phone call last week between President trump and turkish

President Recep tayyip Erdogan,
wherein Erdogan is reported
to have pressed the Kurdish
problem and presence of U.S.
troops. the United States needs
turkey as akeyregional economy
ifithopes to effectively strangle
Iran through sanctions. Without
Erdogan, analysts believe, Iran
will be able to weather the storm
long term.




Why Russia Isn’t Worried About
Vil Pr

Even as Saudi Arabia has scrambled to prevent a bust in the oil
market, so far failing to head off a dramatic price slide, Russia
seems just fine with prices where they are.

Russia is a key piece of the oil price puzzle. OPEC, once a
coalition of oil-producing members that made joint decisions to
maintain market stability, has morphed into a Saudi-led cartel that
desperately needs Russian cooperation to strengthen the group’s
efforts. Many OPEC members are either at maximum capacity,
are suffering from production declines at aging fields, or are
characterized by instability, making any promises to boost or cut
production hollow. that leaves Saudi Arabia and its new strategic
partner, Russia.

va |

But Russia is not as desperate
for higher oil prices as is
Saudi Arabia. there are a few
reasons for this. One of the
key reasons is that the Russian
currency is flexible, so it
weakens when oil prices fall.
that cushions the blow during
a downturn, allowing Russian
oil companies to pay expenses
in weaker rubles while still
taking in U.S. dollars for oil

sales. Second, tax payments
for Russian oil companies are
structured in such a way that
their tax burden is lighter with
lower oil prices.

Saudi Arabia needs oil prices
atroughly $84 per barrel for
its budget to breakeven. the
international outrage over the
murder of Saudi journalist
Jamal Khashoggi has also left
Riyadh isolated. the hyped-up
economic reform plans from
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crown prince Mohammed bin Salman are in tatters, and Saudi
Arabiais back at the drawing board, in desperate need of higher
oil prices.

Russia is more stoic in the face of an oil price meltdown. “the
drop in oil prices hardly bother us because our budget is based on
$42 abarrel,” First Deputy Prime Minister Anton Siluanov told
reporters in Moscow on December 26. “the price can stay around
$40-$50 for a time -- six months or a year,” Siluanov said, before
adding: “We think this won’t last long.” But even if the price
downturn does persist, Russia won’t be in trouble because of its
ample foreign exchange reserves, he said.

Igor Sechin, the head of Russia’s state-owned Rosneft, said
that oil prices “should have stabilized, because everyone was
supposed to be scared” by the enormous OPEC+ production
cuts. “Butnobody was scared,” he said, according to Bloomberg.
He blamed the Federal Reserve’s rate tightening for injecting
volatility into the oil market, because traders have sold off
speculative positions in the face of higher interest rates.

the bottom line is that Russia does not feel the same urgency as
Saudi Arabia. It was only a matter of days after Russia agreed
to the OPEC+ agreement — which called for production cuts of
1.2 million barrels per day (mb/d) beginning in January — that
Russian officials suggested that their output would only decline
slightly at the start of the New Year.

Russia’s oil minister Alexander Novak said in mid-December that
output could dip by amodest 50,000 to 60,000 bpd in January, far
short of the roughly 230,000 bpd of cuts Russia is supposed to take
on. that would put Russian output atabout 11.35 mb/d, not far from
the post-Soviet high of 11.41 mb/d hit in October. “Everything
will depend on technological and climate possibilities. We will get
proposals from the companies,” Novak said, according to Reuters.
“We will see how the situation would evolve.”

Atthe same time, Novak offered the market some assurances that
the OPEC+ coalition would step in to stabilize the market if the
situation deteriorates, suggesting that OPEC+ has the ability to
call an extraordinary meeting. He told reporters on thursday that
the market still faces a lot of unknowns. “All these uncertainties,
which are now on the market: how China will behave, how
India will behave... trade wars and unpredictability on the part
ofthe U.S. administration... those are defining factors for price
volatility,” Novak said.

Nevertheless, Novak predicted the 1.2 mb/d cuts announced in
Vienna would be sufficient.
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