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A 21st century history 
of the triple crunch
…a log compiled by Jeremy Leggett emphasising matters relevant to the energy-, climate-, and financial crises, and issues pertinent to society’s response to this triple crunch

Editor’s note

This log represents one person’s reading experience of the unfolding dramas that most preoccupy him, among the all-too numerous dramas inherent in the human condition. I have compiled it while pursuing a full time day job in a solar energy company, and further part-time roles as a director in a private equity fund (throughout) and trustee of a charity (since 2006). Accordingly, there is far more source material from newspapers than academic journals and books, most of it culled and processed in evenings, weekends, and journeys. I have selectively added references wherever facts or quotes I consider particularly important appear. The frequency of the entries picks up from 2005, at which time it occurred to me for the first time that I might at some point make this log available for use by others. Unless otherwise stated, entries are from newspaper reports published the day after the news event. Magazine and journal reports are on the day of publication, some time (days) after the actual events referred to. Entries from monthlies appear on the first of each month. After the creation of the website (June 2009), references use url format.
Abbreviations:
boe: barrels of oil equivalent; CCS: Carbon capture and storage; CTL: Coal to liquids; mbd: million barrels per day; mcf: million cubic feet (bn: billion; tn: trillion etc); L: author’s library copy for further detail (either digital or paper); mcm: million cubic metres; oe: oil equivalent; p.a. per annum.
1.1.06. 
Russia turns off Ukraine’s gas supply in squabble over price, threatening supplies to Europe. Gazprom, the state-owned Russian gas giant, accuses Ukraine of siphoning from the main pipeline to western Europe, and turns off the gas. Ukraine’s Prime Minister denies this, but also says Ukraine has the right to take 15% of the gas as a payment for transit. This crisis has erupted because Gazprom wants to increase the price of gas from $50 to $230 per thousand cubic metres, to bring charges to the former Soviet state in line with exports to the west. Hungary and Poland are the first countries affected. 
2.1.06. 
Russia restores gas supplies to Europe in the face of a blizzard of international protest. Gazprom accuses Ukraine of stealing about $25m worth of gas. Supplies have dropped 40% in Hungary, with sharp drops in Germany, Austria, Poland and Slovakia too. EU buys a quarter of its gas from Gazprom.
13.1.06. 
US scientists slam Michael Crichton’s global warming novel. Key arguments made in “State of Fear” are demolished one by one.
 (L)
17.1.06. 
Gazprom deputy Chairman, visiting UK, promises not to turn off European gas. Gazprom plans to provide 20% of UK gas by 2015. Maybe he will try to buy Scottish Power, he says. Gazprom invests $10bn a year.

18.1.06. 
Six former Administrators of the US EPA call on Bush to impose mandatory greenhouse controls. 5 of them are Republicans.
19.1.06. 
Kuwait’s reserves are only half those officially stated, Petroleum Intelligence Week reports. Their reporter sees records saying there are only 48 billion barrels of proven and non-proven oil. Official statistics say 99 billion, c. 10% of the global total. Kuwait is the 12th largest producer in the world. Only 24 billion are fully proven (15 in Burgan). PIW says the official figures do not distinguish between proven, probable and possible.  24.1.06: Burgan has produced 28bn barrels in 60 years with only minimal investment in technology. Parliament needs to agree a $8.5 bn investment, called Project Kuwait, in order to double production of the northern fields of Kuwait.

Russia suffers a big freeze and keeps some European gas exports for itself. It is 30C below in Moscow, 20 under the seasonal norm. Hungary’s supplies are 20% down. Electricity to Finland is under threat. Russian business daily headline: “The Country does not have enough gas.” 16.3.06: Gazprom’s output is flat: it’s three biggest fields, Urengoy, Yamburg and Komsomolskoye, are in decline while its export obligations are growing each year. Gazprom, which owns dozens of TV channels, radio stations and newspapers, including Izvestia, is effectively an agent of the state.

29.1.06. 
Exxon posts biggest corporate profit in history, $31 (£18) billion for 2005. But it only replaced 83% of its reserves in 2004.

30.1.06. 
Front page headline contrasts energy company profits vs 2.3 m Britons unable to afford gas to heat homes. Meanwhile, the 5 biggest listed energy groups will give as much as $250bn back to shareholders in share buy-backs and dividends in the next three years, according to UBS. BP says it will give back $65 b over 3 years.

30.1.06. 
Trial of Ken Lay and Jeff Skilling begins.

31.1.06. 
Iran threatens to use the “oil-supply weapon” if Europe & US continue to pressure their nuclear programme with the threat of sanctions or worse.

Investors with $30 trillion assets ask world’s largest companies to disclose climate-change stance, and report their own emissions.  The Carbon Disclosure Project letter now comes from 1,933 companies, up from 500 last year, collectively with $30 trillion under management, up from $20 trillion in 2005, $10 trillion in 2004. Questions to companies include emissions, emissions reduction strategy, risk from weather etc. Even Exxon will have to answer this year’s letter. 
1.2.06. 
President Bush speaks of America’s “oil addiction” in his State of the Union address, and says the habit must be kicked. His goal is to replace 75% of US ME imports by 2025. But his Energy Act involves tens of billions in subsidies, nothing to promote carbon trading, no mention of carbon taxes, and no vehicle fuel economy measures.


OPEC says that the President’s proposal could impact their plans to invest in new production, and so harm the world economy. OPEC ministers and oil lobbyists say they fear a return to ‘70s and ‘80s when billions were invested and the oil price then fell.

2.2.06. 
Shell posts a UK record corporate profit of $23 billion (£13bn) on $379bn revenues for 2005. Reserves replacement has been 70-80% lately, but will be 100% in 2008, the company says (*It falls short). CEO Jeroen van der Veer says: “The theory of peak oil is correct if you look at easy oil close to markets like west Texas and the North Sea. But think about deep-water drilling, think about the Arctic.” 


Venezuela demands oil companies cut reserves reported to the SEC. BP, Chevron and others have been reporting reserves that are ours, they say. Repsol had to cut one quarter of proved reserves (1.25 b barrels) because of threatened law changes in Venezuela, Bolivia and Argentina, plus technical reasons. 

5.2.06. 
NASA climate modeller Jim Hansen says Greenland ice cap could collapse explosively fast. He claims NASA is trying to gag him from making such predictions. Water is pouring down crevasses. The sheet is 3 km thick, and could fail gravitationally as a result of lubrication at the base, Hansen warns. Global sea level could rise 2 m this century and several more next century if it did. Previously scientists had thought the the sheet would melt very slowly, over the next thousand years or so.

7.2.06. 
BP posts record £11bn profit for 2005. The City is disappointed nonetheless: they expected 19.3bn. BP have replaced their reserves for the 13th successive year. 


Sweden announces plans to be world’s first oil-free economy by 2020. The minister of sustainable development announces the government’s plans after work by a committee of industrialists, car makers Saab and Volvo, plus academics, farmers, and civil servants. Renewable energy is now 26% of the energy mix in Sweden. Oil is 32%, down from 77% in 1970. Ethanol will be produced from forestry residues. (Note that Brazil intends 80% transport from ethanol within 5 years).


A majority of American evangelicals lobby Bush for federal legislation on GHG reductions. 86 leaders sign a letter saying “many of us have required considerable convincing before becoming persuaded that climate change is a real problem and that it ought to matter to us as Christians. But now we have seen and heard enough.” Many did not sign. 22 earlier signed a letter saying “global warming is not a consensus issue.” The National Association of Evangelicals has 30 million members.


Mexico’s biggest oilfield, Cantarell - providing 60% of the 3.4 mbd Mexico produces – has peaked. Pemex says this year’s production will fall 6%, but experts fear a collapse within 3 years to a quarter of today’s production. Mexico expropriated foreign companies’ operations in 1938, since when Pemex has been banned from contracting with private operators. Pemex lacks the experience to produce in deep water, and so has little chance of replacing Cantarell with new discoveries.

11.2.06. 
Two of the largest glaciers in eastern Greenland have doubled their speed over the last decade. Now moving at around 14 km per annum, they drain 10% of Greenland. A glacier in western Greenland was found to be speeding up in this way in 1998. 

Greenhouse gases are already past concentration that will trigger disaster, UK scientist calculates. At an expert conference in Exeter, Feb. 2005, the consensus conclusion was that 2C (the level beyond which lies unacceptable danger) would be inevitable at 400 ppm CO2. This puts the “point of return” 10 years away. The CO2 increase pa has been 1.84 ppm, except in the last two years a worrying 3ppm. The 400 ppm in the Exeter conclusions referred to CO2 equivalent (based on a paper presented at Exeter by Malte Meinhausen). We are now at 425 ppm CO2-equivalent, Keith Shine calculates: CO2 at 379 ppm, methane at 40 ppm equivalent and nitrous oxide at 6 ppm equivalent. The Met Office latest best estimate for the temperature change at CO2 doubling (520ppm) is 3.5C (range 2.4 C to 5.4C).
11.2.06. 
Treasury model for calculating social costs of carbon leaves BP’s £11bn profits as £18bn loss. The New Economics Foundation applies the Treasury model to calculate a £29bn bill for environmental damages. NEF calls for a windfall tax on oil companies earmarked for renewable and decentralized energy investments.

12.2.06. 
Credit Suisse predicts oil will go above $100 in the next few years, triggering a “frantic” investment in alternatives. Hydro, nuclear, solar and coal will all benefit.

14.2.06. 
North Sea exploration is hampered by shortage of drilling rigs: all 80 are under contract. Rental prices are going through the roof, and long contracts are being negotiated, penalizing small explorers who have raised money on assumptions of drilling now rendered false.

16.2.06. 
Fire at UK gas storage facility creates 40% UK gas price surge. Centrica says its Rough facility will stay closed until further notice. 10% of UK supply is stored there.  
25.2.06. 
Terrorists launch an abortive attack on the Abqaiq oil facility. Abqaiq processes about 75% of Saudi oil and most Saudi oil is exported through it. It is the world’s most protected oil installation. 25,000 troops protect the infrastructure not counting air patrols. 
1.3.06. 
Exxon takes out an ad in the New York Times saying “peak production is nowhere in sight.” (Or could have been 2nd). “Theory does not match reality.” See JL Guardian blog 1, 15.3.06.

Antarctica losing c.152 cubic km ice p.a., satellite measurements of gravity changes 2002-5 show. This is equal to 0.4mm p.a. sea-level rise. The range of uncertainty is 72 cubic km on the low side or as high as 232. Thermal sea level expansion is 1.8 mm p.a. 

3.3.06 
Poll shows huge majorities of both Republicans and Democrats favour renewables spending. 58% of Americans rate “dealing with the nation’s energy problem” a top priority, up from 40% in 2003. “Protecting the environment” as top priority: 57%, up from 39% 2003. 82% favour increased federal spending for research on wind, solar and hydrogen (82% Republican, 77% Democrat, 87% Independent). A majority opposes nuclear: 49% against, 44% for. (Based on Pew Research).

7.3.06. 
China’s biggest coal company will open the country’s first coal-to-liquids (CTL) plant next year. Shenua Group will produce 1 million tonnes a year in N China. Building began in 2004. Shenua has spent $37m on research. Coal is turned direct into oil, with no crude intermediary. Last week Shenua signed an MoU with Shell to build another CTL plant, in NW China’s Ningxia Autonomous Region.


Brussels proposes big reforms in EU energy policy to safeguard gas supplies, including creation of bloc-wide energy giants. The EC wants more storage, greater liberalisation, a cross border regulator. Questions are being asked of France and Spain as to why they are blocking the creation of the kind of bloc-wide companies that would have enough clout to build interconnectors and compete across the bloc of 25 and target all 450 m customers. (Spain is opposing Eon’s bid for Endesa). But why even talk about a “European gas market” when 23 out of 25 EU countries rely on imports? 
9.3.06. 
Many oil rigs damaged by hurricanes Katrina and Rita are being written off: 17% of total Gulf oil production. 3 refineries are still shut with the driving season looming. 17% is equivalent to 255,000 bd. 4% of gas is also offline, some 400 mcf in all. 

13.3.06. 
The rate of atmospheric carbon dioxide buildup accelerated last year: double the annual rate of increase of 30 yrs ago.  CO2 ppm rose 2.6 to 381. This continues a worrying trend in recent years.


Arctic ice cap melts to an all time low, failing to re-form for the second year running.  Satellite evidence shows that for the second consecutive winter, the Arctic ice cap has failed to grow back as far as it melted in the summer. The long-term melting trend is now clear, and it will feed on itself. The less bright ice to reflect light, the more dark water to soak the light up, and hence to warm up. This melting, and the amplifying feedback it produces, may be beyond the point of no return, some scientists say. 


In freezing conditions recently the UK has been burning so much gas it is in danger of running out. The UK cold snap has boosted gas use just at the time a fire has shut the Rough storage facility, a disused gas field that provides 75% of Britain’s gas storage. The National Grid issued its first-ever “gas balancing warning,” saying that businesses may have to shut down to conserve supplies so that the millions of all-important voters who live in homes aren’t affected. This move quadrupled prices. Our problems of gas supply are all to do with infrastructure and geopolitics. Rough provides only enough storage for 13 days supply. Germany, in contrast, has storage for 75 days and France 66. Geopolitics kicks in whenever someone holds gas that somebody else wants at the end of a pipeline. Netherlands, for example, has plenty of gas, and it sells for a third the price of UK gas. Somehow, in Europe’s liberalised energy markets, not enough gas gets traded down the pipeline under the English Channel to poor old Britain. See JL Guardian blog 2, 17.3.06.
15.3.06. 
Denmark opens world’s largest carbon-capture-and storage (CCS) power plant. The CASTOR pilot project at Elsam will be zero emissions, storing emissions underground. It is funded by the European Commission.

16.3.06. 
US Army Corps of Engineers report concludes that approaching oil peak threatens the military. Conclusion: “world oil production is at or near its peak” and major steps are needed in energy efficiency and “massive expansion” of renewables, with a move towards distributed generation, including solar PV, solar thermal, microturbines and biomass.

21.3.06. 
ING analyst says oil industry profitability may have peaked: frontier exploration and cost of heavy oil infrastructure is too much of a drain. Rates for some drill rigs jumped 250% last year, but the industry tends to plan for inflation on costs at 10% pa. 

22.3.06. 
US study forecasts 1m sea level rise this century. If so, the Thames barrier would be raised 300 days a year. A Univ. Arizona / NCAR study published in Science looks at a time of higher (4-6 m) sea levels 129,000 years ago. Temperatures then were 3-5C warmer. The study concludes half of Greenland and vast areas of Antarctica will melt. A 1m rise this century should be viewed in the context of risk of a tipping point beyond which lies unstoppability.  “An Arctic warming of 3 to 5 C is enough to cause 4-6 m of sea level rise” (Prof Jonathan Overpeck of University of Arizona). 

26.3.06. 
Global warming headline on the front page of Time magazine: “Be worried, be very worried.” “Global climate systems are booby trapped with tipping points and feedback loops.” See JL Guardian blogs 3 & 4, 23.3.06 & 4.4.06.
1.4.06. 
Worst floods for a century along the Danube. Towns all across Balkans suffer serious flooding in the first week of April.

Petroleum Review oil megaprojects compilation shows shortfall of capacity coming onstream. The study counts all reported oil development projects of more than 50,000 barrels per day peak production capacity. 50,000 barrels per day of capacity amounts to a very tiny oilfield. Global demand today is 84 million barrels per day. The bottom line is this. The industry will bring on stream an average of 3.4 million barrels a day new capacity during 2006 from projects bigger than 50,000 barrels per day peak capacity. By 2010, assuming no slippage in the development projects in the pipeline the industry will bring on stream about the same amount: 3.3 million barrels a day. That may not be good enough to meet rising demand and replace the oil lost by depletion.
 (L) See JL blog 5, 18.4.06.
6.4.06. 
Total’s head of exploration says oil production will not be able to meet demand over next decade. Christophe de Margerie, heir presumptive for the leadership of Total, says IEA has failed to consider the speed at which resources can be brought into production. “Numbers like 120 mbd (IEA estimate for the demand by 2030) will never be reached, never.” 

17.4.06. 
Oil price reaches new height of $72 on news of US nuclear threat to Iran. Bush says a nuclear strike on Iran is on the table. Qatar’s energy minister says OPEC is doing all it can to raise production. 


BP joins Exxon-Mobil and others in a scramble for more oil below the melting Arctic ice. UK scientists are objecting to the USGS and oil companies working on what purports to be a flagship scientific programme. USGS thinks a quarter of remaining global undiscovered oil is below the Arctic, perhaps 375bn barrels.  Seven ships made it to the North Pole last year, one in August for the first time without an icebreaker. See JL Guardian blog 6, 19.4.06..
18.4.06. 
Carbon permits reach record price of £20.8: the oil price is to blame. Drought expected this summer could raise it even higher because of the impacts on hydro and nuclear.

19.4.06. 
Gazprom threatens to send EU gas supply to China or North America if EU opposes megamergers. e.g. with Centrica. Gazprom is the world’s largest natural gas producer, one fifth global production, and supposedly holds 16% of global reserves.

20.4.06. 
Chinese government says economic growth must be slowed to help the environment: dust storms & pollution are forcing Beijing’s hand. Beijing is suffering a toxic cocktail. Chinese PM says this visiting Bush in Washington.


Royal Society warns Exxon-Mobil will try to obscure the significance of the next IPCC report. An early draft of the next IPCC report, due next February, is in circulation with governments. See JL Guardian blog 7, 25.4.06.
22.4.06. 
British Chancellor Gordon Brown deems climate change to be a moral issue. He does so in a Radio 4 interview for 15 minutes on every fiscal aspect of the issue. But UK green taxes have fallen during his tenure because of reduction in the fuel tax green escalator.
24.4.06. 
Gazprom official owns up to future gas-supply shortfall. Gazprom apparently admits doubt that it has been investing enough to meet demand within a few years. An article in Russian from Vremya Novostei quotes deputy head Alexander Ryazanov.

26.4.06. 
China invests in Nigerian oil infrastructure in effort to secure supply. $4bn in infrastructure in return for first refusal rights on blocks for exploration. The number two importer and the number 8 producer get close.

28.4.06.
George Monbiot argues solar has little place in delivering a low-carbon Britain. He accuses me in the Guardian of wanting to solve the problem of climate change with “resources that do not exist.”  I say: “They not only exist, they are rather easy to use.” See JL blogs 8 & 9, 26 & 28.4.06.
3.5.06. 
Leaked IPCC scientific report forecasts disaster: US officials accused of leaking it to dilute impact. The IPCC’s Fourth Scientific Assessment is now circulating among governments. The US posts it on their Climate Change Science Programme website. US climate change negotiator Harlan Watson denies he is trying to reduce the ultimate impact. 

4.5.06. 
Dick Cheney accuses Russia of blackmail and bullying over energy while speaking to Baltic leaders in Vilnius. Mikhail Gorbachev warns that hawks on both sides are seeking to recreate the Cold War and calls the speech a provocation.


Shell says replacing reserves is no longer a forecast but an “aim.” CEO Jeroen van der Veer admits they may not hit their target of replacing oil and gas reserves in 2004-8 as promised. Shell plans to spend $19bn on new exploration and production this year and $21bn next. (JL: Note this is more than its share of the $200 bn upstream investment needed industry-wide each year according to Goldman Sachs ….Shell has 2.1 mbd / 85 mbd = 2.5% of global production; 2.5% of $200 bn would be c $5bn).

5.5.06. 
Shell boss says speculators are driving up the price of oil. Meanwhile Shell trades actively itself.  van der Veer says he can see $100 bn of speculative money in the oil market. Both BP and Shell have very active trading arms. Shell does not publish the profits it makes from this activity.


Moscow media accuses Cheney of restarting the Cold War over energy. Russian papers report a storming rebuke from the Kremlin. Some say he is driving Russia into the arms of China. Foreign minister Sergei Lavrov: “we cannot agree that Russian companies are intimidating people.” George Bush is due to go to St Petersburg for the G8 Summit in July.


Bolivian President Evo Morales sends troops in to nationalise gas. In a speech on 1st June Evo Morales says: “The time has come: a historic day in which Bolivia takes absolute control of our natural resources.” 25 foreign energy companies are affected including BP, BG, Total, and ExxonMobil. They have 180 days to renegotiate contracts. 

12.5.06. 
EBRD economist & former Russian Premier warn of Russian gas shortages and high gas prices. Eric Berglof of EBRD tells EU officials that demand will grow, but Gazprom will struggle to keep up.  70% of production comes from fields “running out”. $700 bn investment needed to meet projected demand. Mikhail Kasyanov, premier in 2000-4, warns that gas issues are destroying the east-west relationship.

15.5.06. 
UK issues first water ban for a decade as fears over drought grow. A six month order is granted in SW London. The supplier can restrict use by both homes and businesses. Other water companies are watching carefully.

New figures show just 5 UK companies produce more CO2 than all motorists combined. UK government figures submitted to the European Commission show that Eon (26mt), RWE npower (21), Drax (20 from one station), Corus and EDF produced >100m tonnes of CO2 in 2005. The country’s 26m private cars account for 91m tonnes p.a. 
EU countries have given their heavy industries too many pollution-permitting credits, imperilling emissions trading. German heavy-industry companies had a 495 m tonnes allowance in 2005, the first year of trading. They undershot by 21m tonnes. Berlin decided to recall half this total, sending the price of carbon up from €9 per tonne to €15. 

16.5.06. 
AIG becomes first American insurer to make public a policy on climate change: investment included. AIG makes a no-publicity announcement on its website two days before the AGM, where questions are expected. The policy includes an investment strategy favouring private equity placements in technologies that cut emissions. 


Nuclear industry says new reactors cannot be ready in UK before 2017. Provided planning is simplified and a decision is made on waste storage, the third generation plants can be ready 5 years after concrete is poured, says Areva. However, the Finnish plant is 9 months behind schedule just one year into construction. Power companies will make the decision on new nuclear. Up to five new plants have been proposed in the US since Bush said he would simplify planning. The new reactors produce less waste overall but 5 times more of the longest-lasting, deadliest, waste. See JL blog 10, 18.5.06.

Thames Water considers use of “drought tankers” to carry Scottish water if UK drought worsens. Looking at obsolete single-hull tankers to carry water to the parched SE. This is “a last resort,” says the spokesman, who also floats the idea of towing icebergs from the Arctic.
17.5.06. 
TV ads target Al Gore-type “alarmists”: “carbon dioxide: they call it pollution, we call it life.” “The fuels that produce CO2 (carbon dioxide) have freed us from a world of back-breaking labor. Lighting up our lives, allowing us to create and move the things we need, the people we love. Now some politicians want to label carbon dioxide a pollutant. Imagine if they succeed. What would our lives look like then?” Set to air in 14 US cities, the ad is funded by the Competitive Enterprise Institute for airing ahead of release of Gore’s film.

21.5.06. 
Widespread drought across wheat-producing countries pushes wheat price up. IPS News Service: “The world is now eating more food than farmers grow, pushing grain stocks to their lowest levels in 30 years. According to Canada’s National Farmers Union, rising water shortages, climate change, and the growing cost of fossil-fuel based fertilisers point to a calamitous shortfall in world grain supplies in the near future.

World defence budget exceeds $1 trillion, shared between almost 20 million active personnel, >1.5m of them American. 260+ terrorist/freedom fighter groups (International Institute for Strategic Studies statistics). 

25.5.06. 
Enron bosses Lay and Skilling, found guilty of fraud and conspiracy. Skilling is found guilty on 18 out of 28 counts. Lay faces 45 years, Skilling 185 years. Sentencing is on 11 Sept. A consortium of US and European hedge funds have agreed to buy the international assets of Enron for $2 billion. 

27.5.06.
Economist debate at Hay Festival: “Are cars killing the planet?” Whether they are or not, Hugo Chavez pointed out when visiting London recently, accelerating oil depletion and rising oil prices are going to leave many in the British middle classes in a state of enforced carlessness, and soon. See JL blog 1, 27.5.06.
28.5.06. 
First oil reaches the end of the Baku-Tbilisi-Ceyhan pipeline, 1,770 km from the Caspian to the Turkish coast, the pipeline has been 6 years under construction. The oil was pumped from Baku 10 May, reaching Ceyhan 28 May: around 10 km per day. 

X.5.06. 
“An Inconvenient Truth” makes the second most money of any Memorial Day film opening. Al Gore’s film about global warming is produced by the same production company that does Quentin Tarantino’s films.

31.5.06. 
Saudi Aramco admits decline in production from its mature oilfields is now running at 8% a year. So says a Platts report quoting a Saudi Aramco spokesperson, who adds that new fields and enhanced recovery have lowered composite decline rate of producing fields to around 2%. ASPO newsletter, 6.06: “Begins to sound as though it is past peak.” 

Venezuela buys Russian oil to avoid defaulting on own export deals due to shortfall in production: a $2bn deal to buy 100,000 barrels a day from Russian until year end. 

3.6.06. 
Iran reaffirms threat to use its “oil weapon” if US makes “the wrong move” in opposing its nuclear capability. Ayatollah Ali Khamenei issues the warning this time.


Canada’s energy regulator warns tar sands production will nearly triple demand for gas over the next decade, should demand rise to the expected 3 mbd+ by 2015.

5.6.06. 
Thirteen British business leaders, including Shell, urge Blair to bring in tough regulation on CO2. A delegation to Number Ten, organised under the Prince of Wales Business and Environment Programme, includes Tesco and Vodafone executives.


Lloyd’s of London, world’s oldest insurance market, warns climate change could destroy insurers. Lloyd’s director Rolf Tolle says “if we don’t take action now to understand the changing nature of our planet we will face extinction.” A report written for members is called Climate Change: Adapt or Bust. Lloyd’s can write £15bn of business as things stand, and according to the report believes still that the vast majority of natural perils remain insurable, provided the price is right.

7.6.06. 
Alan Greenspan, former US Federal Reserve Chair, doubts oil producers can meet rising demand. He warns that a big price increase could precipitate “a significant contraction in the economy.” “The balance of world supply and demand has become so precarious that even small acts of sabotage or local insurrection have a significant impact on oil prices.”


Total becomes the first oil company to predict the year of peak oil production: 2020. Assuming output growth continues at current levels. CEO Thierry Desmarest, addressing the World Gas conference, says governments must cool demand.
14.6.06. 
BP CEO Lord Browne predicts oil price could fall back to $25. In about a decade, he says in an interview with Der Speigel. He cites discoveries in Caspian, Russia, W Africa, plus enhanced recovery to 50-60% of an oilfield’s reserves in place. Barclays Capital, trading out 15 years, does not see it going below $60 by then.  Neither does the rest of the market. See JL blog 12, 14.6.06, on peak oil debate at the Society of Petroleum Engineers.
15.6.06. 
27 US institutions call on SEC to require listed companies to report carbon risk. The signatories to the open letter, co-ordinated by Ceres, hold >$1 trillion in assets. Calpers Chairman Rob Feckner says: “Investors are not receiving from companies the climate risk information that is essential to their investment decision-making.” 
20.6.06. 
As Canadian tar sands projects hit spiralling costs, companies turn to mergers for growth. Labour and other costs are spiralling. Around $122 bn of projects must be planned in the next decade if the industry is to get to the expected 3 mbd by 2015.
21.6.06. 
Saudi output falls to 9.05 mbd, amid speculation that production has peaked. These are the lowest production figures for 3 years, below their OPEC quota. ODAC speculates they are beyond the peak.  They are offering some of their 1-2 mbd of spare capacity that is high sulphur crude, and nobody currently wants to buy it.

22.6.06. 
US National Academy of Sciences report confirms “hockeystick” rise of recent global temperature. A US politician had requested the report be produced. It largely backs the methods used by Michael Mann et al in their much-quoted 1998 paper, and much attacked by sceptics, which uses proxy data from tree rings, glaciers, ocean and lake sediments, ice cores etc before 150 yrs before present. The past few decades have been the warmest for 400 years and probably since AD 900. 

25.6.06. 
As US hurricane season starts, 15% Gulf oil production remains unrepaired and offline as a result of last season. Katrina, Rita and Wilma cost an estimated $31 bn in damage in all. Some of which will never be fixed. 11% of gas production is also offline. 

26.6.06. 
US Supreme Court agrees to hear arguments of 12 States that government must regulate CO2. Massachusetts vs EPA pits 12 states, 13 environmental groups and American Samoa against the Bush Administration. It says the government has a legal authority to regulate carbon dioxide under the Clean Air Act. The Bush Administration says it has no legal obligation so to do. The ruling is due next year.

28.6.06. 
BP faces charges of price fixing in the US: traders allegedly tried to corner the propane market in  2004.  A former trader has pleaded guilty to federal charges of conspiracy in one of the biggest cases of alleged energy price fixing in the US. The case is filed by the Commodity Futures Trading Commission, which oversees trading in US energy derivatives, for cornering the propane market in Texas during February 2004 (creating a shortage by buying supplies at the end of the winter heating period).

3.7.06. 
Carbon price is by now routinely being factored into investment bank appraisals. Nick Robins: “The scheme has created a new market in carbon dioxide allowances estimated at some €35 billion (US$43bn) per year, potentially rising to over €50 billion per year by the end of the decade. Investment banks now regularly factor in a cost of carbon into their valuation spreadsheets for affected sectors. For Chris Rowland, a leading City analyst, “it’s possibly the biggest change the European utilities industry has seen since the industrial revolution”. The carbon caps might not have been as tight as many had hoped, but already the price for carbon dioxide allowances has risen from just €7 in April 2004 to over €28 in April 2006. This is equal to the UK government’s mid-point estimate of the actual damage done by a tonne of carbon dioxide of £19 (€28).” See JL blog 13, 3.7.06, on global warming and patriotism, and blog 14, 5.7.06 summarising this log for the second quarter.
4.7.06. 
Kuwaiti opposition to ruling family, worried about reserves, opposes plans to increase production. The opposition alliance, elected in June, will reject plans to invest heavily in lifting the current 2.5 mbd production, having heard that actual reserves are half the official figure. They prefer to conserve what is left.


CTL plans for Illinois coal, which holds more energy potential than all of Saudi Arabia’s oil. Rentech, a Denver R&D company, has kicked off the race for liquids from coal in the US. They can do it for $25 a barrel they say. Sasol of SA is conducting a feasibility study for two plants in China. An American company Syntroleum has teamed up with an Australian company Linc Energy to develop a plant in Brisbane. All use the Fischer-Tropsch process to produce diesel (the process can be adapted to form gasoline). Unless the carbon dioxide is captured, the greenhouse impact of driving a mile would double. 


US government climate agencies report say ocean acidification is killing corals. NCAR And NOAA join forces to warn that CO2 emissions are “dramatically altering ocean chemistry.” Oceans are taking up a third of the emissions. One of the scientists involved says that corals may not survive the century. 


UK nuclear inspectors reveal unexplained cracks in reactor cores, and increased risk of accidents. The Nuclear Safety Directorate have found cracks in Hinkley Point and 5 other AGR reactors. Papers released under the Freedom of Information Act show that British Energy “does not know the extent of the damage in the reactor cores, cannot monitor their deterioration and does not fully understand why the cracking has occurred.”

7.7.06. 
Al Gore’s movie is proving to be a success in getting the climate-change message out.  The book is number 3 in the NYT bestseller list. The key argument according to this analysis, which summarises its impact: it’s a moral issue, not a political one.

8.7.06. 
German government allocates almost as many 2008-12 emissions permits for industry as 2005-7. This is a severe threat to the Kyoto Protocol from its staunchest historical supporter. The Ministry of Environment under Merkel behaves out of character.

9.7.06. 
Rising costs and lack of infrastructure force major rethink on potential of Canadian tar sands. Shell’s costs in Athabasca have almost doubled, from C$4 billion to 7.3. Steel, equipment and labour all contribute. Fort McMurray’s regional municipality will tell the government it can’t cope with Suncor’s proposed C$6bn expansion. Western, a partner of Shell’s, has said that the cost increases could be as much as C$11 bn for another 100,000 barrels a day. Canada’s oil production today is 2.5 mbd, of which more than half is conventional.


US DoE official proposes using nuclear energy to produce oil from American oil shale. Oak Ridge National Lab engineer proposes modification of Shell’s proposal to drill wells into the shale and install electric heaters that can raise the bulk temperature to 370C, so initiating reactions that produce light crude. “Major technical challenges” remain with this, including the requirement for 250-300 kWh of electricity per barrel of oil. Direct heating from nuclear is the answer.

10.7.06. 
UK energy review will back nuclear energy. The way will be clear after the second energy white paper is published for half a dozen new reactors to replace those being closed. Blair on nuclear in the late 80s: "What is unbelievably depressing about the [Conservative] government's response is that they see, in the evidence about greenhouse gases, not an opportunity to promote environmental concern but a chance to make the case for nuclear power" - Tony Blair, Neil Kinnock's shadow energy secretary, 1988-89 (Hansard link: http://tinyurl.com/3azeuo). See JL blog 15, 26.7.06.
14.7.06. 
Underground injection of CO2 shows potential problem with long-term sequestration. Experimental CCS injection began October 2004 into an old brine-filled oil reservoir in the US, with regular sampling thereafter. More recent samples show the CO2-laden brine is dissolving carbonate and other minerals. Seepage is deemed possible.

16.7.06. 
Hosting the G8 Summit, Russia assures the world it is a reliable energy partner. Putin assuages G7 concerns, aired in St Petersburg. 


Extreme drought threatens the Amazon basin for the second summer running. Acre, the hinterland province of Brazil, has gone 40 days without rain in June and early July. Now, as last year, tributaries up to a mile wide are drying up. Record sea temperatures in the SW Atlantic and Gulf of Mexico are to blame, plus logging contributes: trees cause around half the Amazon’s rain by recycling water through evaporation. The Brazilian government is clamping down on ranchers, loggers and soya bean farmers.

17.7.06. 
Israeli invasion of Lebanon sends oil price to new high > $78. Jitters once again around the Middle East send the gold price up, and stock markets down.


Yukos tries to stop Rosneft floating on LSE: saying it would make “a thieves bazaar” of the exchange. Yukos lawyers are arguing in the High Court that sale would amount to money laundering under the Proceeds of Crime Act 2002. Rosneft seeks to raise $11bn, and has approached potential strategic investors including BP. Browne has said he has no ethical objections. Rosneft faces legal action in the UK and US from Yukos, who claim they obtained 70% of their production assets illegally when Yukos was forced to sell its oil and gas business Yuganskneftegaz to pay a multi-billion dollar back-tax demand as part of the Kremlin’s assault on the Yukos founder, Mikhail Khodorkovsky, now languishing in a Siberian jail. Investors have not been put off. BP can’t be put off either if it wants to curry favour with Putin. 

18.7.06. 
City investors fear that global downturn awaits as a result of the high oil prices. A 5 year survey run by Merrill Lynch finds record pessimism among fund managers: 60% expect the global economy to weaken in the year ahead. 3 months ago it was 5%. David Bowers of Merrill Lynch says: “This survey is so grim it could constitute a contrarian signal. High cash levels, high risk aversion and extreme pessimism about growth are the raw ingredients for a stock market rally if we get the merest pinch of good news to add to the mix.”


UK heatwave pushes electricity prices ever higher. Demand soars for air conditioning and fridges. National Grid announces an “insufficiency margin warning” (saying spare capacity is under threat) and encourages generators to open up more plants. Eon is now running an old oil-fired plant in Kent. 


REN Global Status Report shows 2005 was a record year for investment in renewables: $38 bn up from $30 bn. Wind grew 24% on the previous year, reaching 59GW. Total market cap of the 85 companies >$40m is $50 bn, double the 2004 figure.

21.7.06. 
Record breaking US wildfire season as study shows wildfires are bigger and more frequent. The summer so far has seen more acres burned than in recent years. A study in Science has shown that since 1986, the number of fires has increased fourfold.  Very large fires (>250,000 acres) are becoming more frequent, the seasons are lasting longer, and it takes more than 37 days on average to put a large fire out today compared to 7.5 days in the 1970s. 

22.7.06. 
The Bishop of London declares it sinful to fly on holiday. Richard Chartres, the chair of the bishops’ panel on the environment, is the third most senior bishop in the Church of England. He says Christians now have a moral obligation to lead eco-friendly lifestyles. “Making selfish choices such as flying on holiday or buying a large car are a symptom of sin. Sin is not just a restricted list of moral mistakes. It is living a life turned in on itself where people ignore the consequences of their actions.” The Church’s environment policy director goes further: “Indiscriminate use of the earth’s resources must be seen as profoundly wrong, just as we now see slavery is wrong.”

23.7.06. 
Wheat price soars as granaries run low. High summer temperatures, low grain stocks and expectations of biofuels growth pushes wheat price to a ten year high, threatening price of bread and pasta. Corn and barley are also likely to rise, which in turn would threaten the price of beer and cerials. Meanwhile we are set for the fifth out of the last six years where demand for wheat has exceeded supply.

Record power cut in New York: six days and counting for 80,000 without electricity. ConEd have no idea what is causing the outage, which began in sweltering heat. Manhole-by-manhole inspections of the cables have been hampered by heavy rain and flooding of the areas examined. 
25.7.06. 
The UK is a tinderbox of drought and thousands of fires, with public health threatened by resulting pollution. A fire in Wales is in its sixth day. A Surrey nature reserve is virtually burned to the ground. Deep layers of peat in the Peak District have caught fire. “I think mortality rates will rise sharply,” said a Met Office spokesperson. It is even worse in Europe. In Germany, accident and emergency admissions are up 25%. It is the hottest July on record. See JL blog.16, 27.7.06.
26.7.06. 
High price of oil means record profits for oil companies in second quarter. ExxonMobil >$10bn on revenues of $99 bn. Returned $7.9 bn to shareholders in dividends and share buy backs. Shell 6.3 bn on revenue of 83 bn. Production down to 3.25 mboed, but van der Veer says they plan to bring on 20 bn barrels of oil equivalent in reserves by the end of the decade.

27.7.06. 
In the UK, millions face yet another rise in energy bills. BG inflicts its second price hike and the eleventh so far this year by the big energy suppliers. The average household fuel bill is now around £1,000. Every 10% rise in fuel price pushes a further 200,000 into fuel poverty (defined as having to spend 10% or more of disposable income on energy). Most are old. Over a million pensioner households fall in the fuel poverty bracket.

29.7.06.  
Global warming may destroy Californian wine industry, report says, as California wilts in a heatwave state-of-emergency. A steady rise of v.hot days >35C will mean loss of 80% of the best vineyards by the end of the century, a study from the University of Indiana says. Last year was a record for sales of California wine: $16.5bn.

Heatwave shuts down European nuclear plants. Spain has shut a reactor on the Ebro. Others in France and Germany have run at lower power. Reactors in Germany & France have been given special permits to emit hot water into rivers.

30.7.06. 
Exxon becomes first ever company with more than $1bn a day sales: that’s £6,250 per second. Five of the top ten global companies are oil, four car makers. Note: The most profitable company per £ revenue in the world is the UK’s National Grid: it takes £40 for ever £100 of income.


Latest round of world trade talks fails: this time it seems any revival may take years. Larry Elliot argues that the Doha Development Round has nothing to do with development. Neither is it about free trade. It’s about managed protectionism. WTO boss Lamy wants to put the Big 6 troublemakers in a room before going back to the rest of the world: US, UK, Japan, Brazil, India and Australia. Debating point: every country that has industrialised, from UK first to China most recently, has used protectionism liberally.

31.7.06 
American Electric Power says it will plan for carbon constraint notwithstanding Bush stance. They are planning 3 IGCC plants for 2011 because they are more efficient and sequestration can be added more easily “when the legislation guides it.”


Russian pipeline leak lifts oil price further: amid press speculation that the system can’t carry the loads expected. The Druzhba pipeline, which supplies an eighth of Europe’s imports, had a spill at the weekend. 


Coal gasification plants are now in double figures. Coal gasification is the breakdown of any carbon-based feedstock into its basic molecules to produce a “syngas” that can then be burned for heat, to generate electricity, or create chemicals including fuels. This is done by feeding the feedstock into a pressure vessel with steam at temperatures around 1,600C and controlling the oxygen so that combustion is incomplete and the majority of the feedstock breaks down into CO and H2. This results in less CO2 and other emissions. Today there are almost a dozen plants in the 400 MW range in US, Europe, Japan. They are significantly more expensive than a gas-fired plant ($500-700/kW vs $1,800/kW). Rising gas prices can change that of course. Breakeven is at $6-7 per million cubic feet.  The technique is being used for oil sands to lower costs by $5-9 per barrel. Liquified bitumen will be put into a gasifier from 2007 at Long Lake to produce gas for an oil production technique known as steam-assisted gravity drainage (SAGD), plus cogeneration and as feedstock for the hydrocracker. The Bush administration has a plan called FutureGen, a $1bn 275 MW coal plant using latest coal gasification, combined cycle and sequestration technologies, to be funded by an alliance of government and industry. 5% of US electricity may come from coal gasification by 2030, some predict.

1.8.06. 
Gas demand will quadruple for tar sands projects. A report released by an energy consultancy in Calgary says consumption will go from 0.6 bcf today to 2.4 bcf by 2015. 2.4 bcf is double the capacity of the Mackenzie Valley pipeline, due to be built in 2012.

Grain crisis looms in Japan as China switches from export to import, & US diverts corn to ethanol. US is largest exporter, around 70% of all exports. China could become a net importer as early as next year.

3.8.06. 
Mexico’s giant Cantarell field depletes faster than Pemex projected. Production fell 8% in 2005, not 6%: 1.86 mbd. The field is 56% of Mexico’s total 3.35 mbd national production. Pemex’s own worst-case scenario, leaked to Mexican papers, shows production as low as 0.5 mbd by end 2008. Pemex exports 1.9 mbd at the moment, 80% to US. It is the most indebted oil company in the world, with common leaks and explosions in its underinvested infrastructure. 

6.8.06. 
Iran threatens to “make people shiver in the cold” if nuclear sanctions go ahead.  So says Ali Larijani, chief nuclear negotiator, talking about use of the oil weapon. If UK, US and France have nuclear for electricity, he asks, why not us?

7.8.06. 
BP shuts down Prudhoe Bay pipeline and oil price hits an all-time high of $78.4. 0.4 mbd is cut out of the market, 8% of total US consumption. At least 16 miles of the pipeline need to be replaced. A second leak was found, over-and-above the one involving a quarter million gallons earlier this year: a long-undetected leak from a hole the size of a 5p piece. BP faces criminal investigation by the EPA for the leaks. There is heavy flak in Congress. (All this on top of the Texas oil refinery fire that killed 15 and injured 500 in 2005. Compensation of $1.2 bn has been set aside by the company, although the fines to date are only $21m).

The new rules of business, according to Fortune magazine. They contrast totally with Jack Welch’s “old rules.” One imagines even Jack is beginning to suspect this. Though whether the rules work or not is another matter. 

8.8.06. 
UBS analyst slams optimistic SEAR report saying oil demand can be met at 110 mbd by 2015. Jan Stuart, global economist with UBS Securities, asks Bloomberg News “how is this remotely useful or realistic?”
9.8.06. 
Gravity studies confirm Greenland ice sheet melting is accelerating, with a point of no return feasible this century. Satellite based gravity studies (at the University of Texas at Austin) show the second largest ice cap in the world - 10% of global ice mass - is melting at 239 cubic kilometres p.a. and speeding up. This latest study confirms Caltech studies using satellite radar interferometry earlier this year. These showed a 220 cu km loss. If the whole thing melts, we get a 6.5 m rise.


 BP’s pipeline shutdown could continue into 2007: assessment of damage still underway. The company is unable to calculate the cost yet. 


Europe-wide, waterless farmers face crop loses measured in billion of Euros. July was the hottest month ever in UK (17.8C, 2.9 higher than average). Many other records have been broken across Europe.

10.8.06. 
Chinese government aims to limit the amount of coal liquefaction: 1 mbd only by 2020. So the China Daily reports. 


Strongest typhoon for half a century hits China and 1.5 million are evacuated. 8 typhoons so far this year in SE China have killed more than 1,700 and caused >$10bn damage. 

13.8.06. 
Most comprehensive climate prediction so far shows 3C would mean half world’s forests lost. A University of Bristol study published in the Proceedings of the National Academy of Sciences summarises 52 simulations based on 16 different climate models.  Plants become net producers of CO2 at 3C increase in global average temperature because there is more respiration than photosynthetic take-up of carbon. There could be a tipping point around the middle of the century. 

15.8.06. 
US investor sues BP executives over Prudhoe Bay leak. The complaint alleges that BP top management had been warned about the corrosion, and did nothing to fund corrective work.

16.8.06. 
WWF report on water supply shows crisis in both developed and developing world. Only 2.5% of all water in the world is fresh, the rest is salt. Two thirds of freshwater is locked up in ice caps and permanent snow cover. The remainder is coming under great stress. For example, every American consumes the equivalent of 2,000 cubic metres of water a year, most from underground aquifers.

20.8.06. 
BP workers tell EPA criminal investigators that BP was negligent in maintaining Alaska pipelines. The investigators are chasing down allegations that BP manipulated inspection data. Meanwhile, Alaska’s Attorney General has issued subpoenas to BP charging them to preserve all documents relevant to corrosion.

21.8.06. 
Matt Simmons warns BP’s pipeline corrosion could be endemic: oil’s “Pearl Harbour,” harbinger of $300 oil. The pipeline infrastructure is too old, and too many corners were cut, he says. The Trans Alaska Pipeline alone would cost $30 bn to replace. Saudi Arabia has an “endemic” corrosion problem, he says. 
22.8.06. 
UK food prices jump after heatwave hits harvest. The oil price is also still rising. At the same time, general shop prices are falling.


BP launches scheme enabling motorists to pay £20 a year to offset their emissions. Five projects are involved, including methane capture from animal waste in Mexico. Car companies began this: Honda and Land Rover will ask customers to pay for 3 years of offset emissions from next year.


Russia overtakes Saudi Arabia as world’s number one oil producer. Russia produced 9.2 mbd in June. Oil and gas income accounts for 52% of all revenues in the state treasury and 35% of Russian exports.

24.8.06. 
Insurers are responding to climate change with 190 climate-related products & services.  Dozens of providers are involved in 16 countries, a Ceres report shows. More than half are US based. Ranging from energy efficiency, green building design, carbon emissions trading and sustainable driving practices.


Editor of Petroleum Review says peak oil will be in around 1,500 days, in 2010, and we are in denial. Chris Skrebowski, speaking in Adelaide. Of the world’s 18 largest fields, 12 are in decline. Peak will hit in 2010-11, at 92-94 mbd.


Former BP expert says oil companies are hushing up pipeline corrosion for fear of creating panic. Richard Pike, 25 years with BP and now pipeline consultant and head of the Royal Society of Chemistry, tells the Times that some the world’s largest oilfields have reduced production or shut down so that corroding pipelines could be fixed. No names of companies, but Middle East, Russia and India affected. Oil companies are setting aside hundreds of millions to tackle corrosion.  “People are keeping this quiet,” he says, “and just getting on with it because there is an awful risk that the outside world will over-react.” Prudhoe Bay is now down from 400,000 barrels a day to 110,000.  See JL blog 17, 8.9.06.
25.8.06. 
Critical shortage of workers and rigs stops oil industry expanding production. Costs are soaring. Hiring a deep-water rig in the Gulf of Mexico has doubled to $400k a day in last two years. Headhunters can’t find enough senior project managers able to run multi-billion dollar operations. One estimate is that the industry is 40k to 100k people short at present.
27.8.06. 
US housing slump in danger of becoming full-blown crash worse than the dot.com crash. So economists are warning. Business could end up losing 73,000 jobs a month by the new year. 22% fewer homes were sold in July than in same month last year.


Chad orders foreign oil firms out, amid speculation they might be making room for China. ChevronTexaco and Petronas are asked to leave for “not paying taxes.” Chad resumed diplomatic relations with Chad three weeks ago.

28.8.06. 
China to invest $5 bn in Venezuelan oil projects in effort to boost production and reduce US exports.  This will happen by 2012. Chavez visited China recently seeking to reduce his dependence on US exports.

29.8.06. 
US federal investigators look into allegations that BP has manipulated oil markets. The Commodity Futures Trading Commission has launched an investigation. It investigated in 2003, but filed no charges, though BP paid $2.5m in fines. Fadel Ghiet, analyst, says the company now faces a crisis. Share price gains this year are 6% compared to Exxon 25% and Shell 15%. 

29.8.06. Disaster simulation finds US computers vulnerable. The internet might not work if there was a global virus outbreak compounded by cyberterror attacks. 

Bill Clinton is doing well in his own post-Presidential redemption crusade fighting AIDS in Africa. Gates puts up the money, he does the PR, it seems.

30.8.06. 
California decides to cut its greenhouse emissions by 25% by 2020.  Schwarzenegger cuts a deal with the state’s Democrats to produce legislation that will punish non-compliant polluters and rescue emissions to their 1990 levels.  


Sadad al-Husseini tells Bloomberg Saudi reserves not overstated but Kuwait’s and Iran’s are:  by about half. “Even with high prices, it will be very difficult for world production of conventional oil to exceed 90 million barrels per day within the next ten years,” says the Saudi Aramco former head of exploration and production (retired 2004).

Abducted Shell worker murdered in the Niger delta. Oil workers go on strike for three days in protest at the increasing attacks on oil workers.

Blair has survived for so long in unpopularity because of the structure of the UK political system. He got 67% of seats in 1997 with 44% of the popular vote.  His absolute number of votes fell from 13.5m to 10.7m to 9.6m over the 3 election victories. The last election gave him 55% of seats with just over 35% of the vote. The UK has had just three prime ministers in 27 years. 

31.8.06. 
Climate change protesters try to close down UK’s largest power station: 38 arrests at Drax, the giant coal plant that provides 7% of UK electricity. Drax is the FTSE 100’s best performer this year because of the high electricity prices. The CEO says she has “sympathy” with the protestors, of which there were around 600, but that Drax burns coal more efficiently than most. Police far outnumber protesters, ensuring that the protest fails to affect the plant beyond workers being instructed to lock their doors and only open them in response to coded knocks. Protester (a doctor): “This issue is too important for one offs. There will be protests, more persuasion and no doubt more camps.”


UK Conservative leader escalates his bid for the green vote by calling for a carbon targets bill. David Cameron joins with LibDems and Friends of the Earth to demand that the government enshrine carbon targets in a bill.

Insider tells tales of ego and excess in investment banks. Jonathan Knee, ex Goldman Sachs and Morgan Stanley, has written an explosive book.

2.9.06. 
Global harvest calculation: this year we will fail to feed everyone on Earth for 6th time in 7 years.  FAO and USDA, which produce the two main forecasts, suggest barely more than 2 bn tonnes of grain and 1.984 respectively. Last year: 2.38. 2004: 2.68. Stocks have shrunk to around 75 days only, below the safety level. Prices have gone up by up to 20%.
3.9.06. 
Fortune magazine publishes a warning that the ethanol boom is endangering world food supply. Lester Brown: “This year cars, not people, will consume most of the increase in world grain consumption.” The increase will be around 1% this year, or 20 million tons. The use ratio is cars 14 people 6. A 25 gallon SUV gas tank full of ethanol uses enough grain to feed a person for a year. Convert the entire US grain harvest into ethanol and you only fuel a sixth of US oil demand. Commercialization of ethanol production from cellulosic materials is at least five years away. Only 3% of US automotive fuel supplies are ethanol-derived, and that could be wiped out by raising fuel standards in Detroit just a few percent.

4.9.06. 
Supergiant deep-water oil field discovery reported in Gulf of Mexico: as much as 15 billion barrels. “You can tune out of peak oil for a while, probably a long while,” says Business Week. 175 miles off Louisiana, 5 miles deep, 1 mile water & 4 miles rock. The find would double US reserves if as large as reported. Reported flow rate is 6,000 barrels a day (very low for the supposed size). CERA spokesman Esser: “Peak oil theory is garbage.”

5.9.06. 
One of Canada’s biggest oil companies, Talisman, pulls out of the tar sands: The CEO is sceptical, and sells off of assets valued at $800m.

6.9.06. 
US oil trader files suit claiming BP manipulated oil price in 2003-4 by shutting a storage plant.  His suit follows up the Commodity Futures Trading Commission investigation, which covers activities in the same period.

8.9.06. 
The Kremlin refuses to allow Exxon to book new Sakhalin 1 reserves. They were found in the same geological structure that Exxon owns, the company says, and they should be given the licence. No, says the Russian resources ministry, we will auction them.  NB Rosneft has a share in Sakhalin 1.

9.9.06. 
Scientists measure 5x more methane emission from Siberian permafrost than calculated. A team led by Katey Walter at the University of Alaska, publishing in Nature, assesses 100 sites across Siberia. “It’s a slow motion time bomb,” says Ted Scuur of the University of Florida. “I don’t think it can be easily stopped,” says Walter. “We would have to have major cooling. It’s coming out and there is a lot more to come out.” Scientists reckon as much as 450 billion tonnes of methane and carbon dioxide are trapped in the permafrost. Methane is 23 x more powerful as a greenhouse gas than carbon dioxide. 

10.9.06. 
US-UK-German scientific team shows strong hurricanes are due to global warming: and there are more to come. Hansen, Wrigley, Jones et al using 22 climate models to conclude with 84% probability that human greenhouse emissions cause most of the observed sea-surface temperature rises in the past century. Temperature rises in the hurricane breeding grounds are 0.32-0.67C and since hurricanes form in waters > 26C, the spawning area has expanded. 

12.9.06. 
IMF warns that risk of a global crash is increasing: because of oil price and 4 other reasons.  Markets have failed to price in numerous threats capable of massive shocks to the world economy. Five major risks are foreseen: a sharp slowdown of the US economy triggered by a slump in house prices, a surge in inflation forcing central banks to hike interest rates sharply, soaring oil prices eg as a result of Iran-US conflict, sudden unravelling of the record imbalances between surpluses in Asia and deficits in the US, a mutation in bird flu. 


Rising UK fuel bills add to consumer credit, causing mortgage defaults to rise. Personal bankruptcies are soaring. Gas, electricity, and transport costs are up nearly 30% in 12 months, heralding a second phase of the domestic cash crisis: the first involved debts that people could control, the second involves costs that people can’t. Total consumer debt: a record £1.3 trillion. Average Briton owes £3,175 before mortgage debt, compared to £1,588 in Europe. 

13.9.0. 
Chevron takes out an ad urging energy efficiency, ending “what are we waiting for?” “A 5 percent reduction in global energy use would be enough to power Australia, Mexico and the entire UK, so what are we waiting for?” So reads the ad in the FT. “I fully agree with them,” IEA head Claude Mandl tells Reuters on the sidelines at an OPEC seminar. Total and Saudi Aramco have also urged restraint.


Kremlin says it will not tolerate being handed the tab for cost over-runs at Sakhalin 2. Natural Resources Minister Yuri Tretnev says “Operators’ plans to increase reimbursable costs are not acceptable to the Russian side.” Original production-sharing agreement stipulated that Russia could take profits only after the developers recoup expenses. That was when the estimate was $10 billion. Since then it has at least doubled.

14.9.06. 
UK report says GHG emissions have to be cut much quicker than current UK government target: not 60% by 2050 but 70% by 2030, says the Tyndall Centre, and 90% by 2050. 


NASA’s Jim Hansen warns we have only ten years in which to cut greenhouse emissions deeply. Therafter effects will be irreversible. 

17.9.06. 
BP orders root-to-branch global overhaul as Browne faces sworn video testimony re Texas fire. John Mogford, VP Safety and Operations, will lead it with a staff of 90. It will take 5-10 years (sic). 


Carbon-capping bills pile up in Congress as US utilities plan for future carbon regulation.  The utility industry is increasingly looking for regulatory certainty, doubting that the Bush administration’s stance can last much longer. As one senior exec at the Edison Electric Institute annual meeting said of a bill calling for modest carbon limitations: “this could be the best deal we’ll ever get.”

18.9.06. 
BP’s Thunder Horse field suffers another delay to production: the supposedly biggest-ever find in the Gulf of Mexico is now 18 months late. The production manifold, a key component, has failed under test in Houston at the pressure likely in the field (it shot sixty feet up in the air). Discovered in July 1999, the field now won’t produce before mid 2008. Booked at 1.5 bn barrels, which would make it the largest find in the Gulf, an employee tells the FT that estimates are now around 600 mb. The oil price, which has been falling of late, rises on the news (to $63.80). The drilling platform was found tilting badly after Hurricane Dennis in July last year. The increase in project costs has been at least half a billion dollars.

Russia plans to use more coal domestically in order to leave enough gas for export. Kommersant reports that the gas shortage is currently running at 30% of total Russian demand.
Kremlin cancels environmental permit for Sakhalin 2. If its decision is ratified, the Russian natural resources ministry will have effectively stopped the building of the world’s largest LNG plant and pipelines from offshore fields. 4.5 bboe is at stake. The project is 80% complete. Gazprom wants a controlling stake. Blair has made his displeasure clear to Putin. 30.9.06. Putin himself chips in to support natural resources ministry, which now says the “barbaric damage” done by Shell could cost $50 bn to put right.

19.9.06. 
Kremlin faces international backlash over Sakhalin: Japan, UK and EU all protest. But Russian prosecutors have threatened meanwhile to suspend an exploration licence for the TNK-BP Anglo-Russian project aiming to develop Kovykta, a massive gas field in eastern Siberia. 

California sues six carmakers for climate change damages: the most significant climate litigation to date. GM, Toyota, Ford, Honda, Chrysler and Nissan face hundreds of millions of dollars in damages, maybe more, if State DA Bill Lockyer has his way. “It is time to hold these companies responsible for their contribution to this crisis,” he says. Cars make up 30% of all emissions in California. The Alliance of Automobile Manufacturers calls it a “nuisance suit.” 

US DoE study shows world will need to spend $1 trillion a year to mitigate peak oil starting 20 years before peak. 

21.9.06. 
The Sun newspaper publishes “photographic proof” of climate change, and the Economist calls for a carbon tax. Both organs have hitherto either at scoffed at or downplayed the problem. Reporting today covering last two weeks.

Exxon drops funding of Competitive Enterprise Institute and other contrarian groups. Details emerge today in the WSJ of a meeting  between Exxon and Royal Society, officials in July. The Society accused Exxon of funding groups that had been “misinforming the public about the science of climate change.” Exxon said it would review that funding. The CEI has received no funding in 2006.

Richard Branson pledges $3 bn profit diversion to clean energy investments over 10 years. Announcing the initiative at the Clinton Global Initiative in New York, he says he is doing it because “global warming could literally wipe out the world.” In all, $7bn is pledged to good causes at the Clinton meeting.  See JL blog 18, 26.9.08.
23.9.06. 
Kremlin warns Exxon may have its licence revoked for Sakhalin 1. The reaons is that Exxon have been guilty of the same type of cost increases that Shell have experienced at Sakhalin 2. 

24.9.06. 
Oil price falls below $60 as BP restores output at Prudhoe Bay earlier then expected. Goldman warns that the weakness in the market may only be fleeting.

29.9.06. 
Sub-Arctic forest and bogs are just 1C away from disastrous thaw, says NASA. Jim Hansen et al’s study shows that surface temperatures have been increasing on average at a rate of 0.2C every decade for last 30 years. Warming is at its highest in the sub-Arctic boreal forests of Siberia and North America. One more decade of increase like this will pass the tipping point for unstoppable climate change. Central Siberia has seen a 2C rise since 1970, three times the global average; the Alaskan interior is up by 2C warmer since 1950. 2003 saw a record number of forest fires in Siberia, destroying 40,000km2. Similar changes are taking place in Alaska. The melting of the permafrost in boreal forests is bringing about the release of methane. The effect of this is potentially enormous: “in past eras, the release of methane from melting permafrost and destabilised sediments on continental shelves has probably been responsible for some of the largest warmings in the Earth’s history.” 

1.10.06. 
Chief engineer of TNK-BP Siberian unit is shot dead in Irkutsk. Hallmarks of a contract killing: three shots, one to head. 

3.10.06. 
Kashagan’s production slips still further, into 2009, as costs escalate. Production was due to start in 2008, but Kazakhstan’s energy minister now puts the date at 2009. The costs of the development have increased by 50% to $15bn, from the initial estimate of $10bn. One major cause for delay is the high level of toxic hydrogen sulphide, which constitutes 18% of the Kashagan reservoir. 


Kremlin takes journalists to view Shell’s eco-“crimes” at Sakhalin 2. The Kremlin’s man Oleg Mitvol leads a group of journalists and ecologists on a tour of Shell and its partners’ alleged environmental violations. He believes the cost of righting Shell’s errors could reach $50bn. The main issue is that the pipeline crosses 1,000 salmon streams and rivers. Mitvoi vows to carry out a criminal case for every tree illegally destroyed. Shell denies the allegations and suggests that it is a scheme to force Shell to give Gazprom a slice of the project. The Kremlin is angered by Shell’s unwillingness to renegotiate the production-sharing agreements established in the 90s, at a time when the country was financially week and had no choice but to accept unfavourable terms. Under the Sakhalin-2 agreement Shell are able to recoup all project costs, estimated to be worth $20bn, before it must share profits with the Russian government. As for the NGOs, “we are prepared to be prostitutes to anyone if the end result is the protection of the environment.” (Igor Chestin, Head of WWF Russia). Greenpeace say the pipeline is four times wider than agreed. Mitvol: “I am going to do everything in my power to stop this project and force Shell to put right it’s mistakes.” 


Petrocanada delays decision to proceed with tar sands project. CEO Ron Brenneman has said that in 2008 the firm will decide whether to proceed with the Fort Hills project, which could cost up to $19bn if past trends hold. He continues to hope that production will begin in 2011, but this too could be pushed back. Petrocan is just one of many companies to admit that the pressures in the Fort McMurray region - including both labour and supplies shortages - are taking their toll on the beginning of project proceedings. French company Total SA said in August that their project will not produce oil until 2013, a delay of 3 years on their initial estimate. 


China’s coal-to-liquids programme plans for expansion, despite hitting technical problems. A CTL project launched in Pingdingshan in 1999 is forced to close due to unfit coal being used. 2001 saw the 863 Program speed up CTL projects. Shenhua group emerged as leaders: in 2004 they began an unparalleled direct coal-liquefaction scheme in Ordos, Inner Mongolia, with a planned annual capacity of 5m tons at estimated costs of 24.5bn yuan ($3bn). Aside from 3 government-approved projects, recently other areas have planned and built CTL projects. Economic returns mean the rush to CTL is significant. 30 CTL projects are being planned or at feasibility stage.  The estimated capacity of these exceeds 16m tons, involving investment of over 120bn yuan ($15bn). Predictions point to China’s annual oil output rising to 50m tons by 2020 ….c 1 mbd only. 


Montana announces a coal-to-liquids plant: one of US’s first. Bull Mountain CTL plant is estimated to begin production of 22,000 barrels of diesel fuel per day within 6 years. 

4.10.06. 
A drop in ocean temperatures in last 2 years flies in face of global trend, puzzling researchers. National Oceanic and Atmospheric Administration finds upper 750m of ocean have lost sufficient heat to cause 0.02C overall drop in temperature. The oceans can hold a thousand times more heat than the atmosphere. Sea surface temperatures have risen inexorably for 50 years, though there was another downward blip in 1980-83. The 50 year trend drowns the small drop.

6.10.06. 
Forest fires spread dangerous air throughout Indonesia: 51 of 42 air monitoring stations register the air as unhealthy. Widespread fires in Sumatra and Borneo have been started either to clear land quickly, or ignited spontaneously.

8.10.06. 
Oil price falls below $60. Is the oil boom over?, Newsweek asks on front cover. Leonardo Maugeri, Senior VP for strategies at Eni, debunks peak oil, ascribes global-market mood swing to geopolitical risks receding, including the “myth” of endless Chinese demand, and claims producers are in the process of solving the crisis through investment in exploration and development. China’s oil consumption amounts to 8% of global demand. If investment is sustained, production capacity could increase by 12 million to 15 million barrels per day between 2010 and 2012, he says. The IEA forecast demand growth of just 1.3%, compared to 4% forecast in 2004. 


Gazprom says it will develop the giant Shtokman gas field in the Barents Sea on its own. The field, which may contain as much as 3.2 trillion cu m (113 trillion cu ft) of gas and 31 m tonnes condensate, was discovered in 1988 more than 500 km north of Murmansk. 18 years later it is still years from production. Gazprom says production will bein in 2013. Nobody believes they or any combination of Russian companies can do it. 

Oil majors offer gloomy prognoses of lower prices combined with rising costs. Value creation at oil companies is almost at a standstill. Costs are rising faster than profits, and high prices are unlikely to last. The price drop to $59 is viewed as start of slippery slope taking prices down as low as $30. Most Western oil companies are predicted to make only a 2% rise in return on capital since 2000. The average price-to-earnings ratio on S&P 500 at only 9.8, half the usual average, considerably lower than other big-company stocks. Major concerns of bosses include restricted access to new resources, increased oil nationalism, shortage of skilled professionals. They’ve been planning based on cost falling to $35 per barrel. During the last 2 decades over 400 Western oil companies have folded, considered to be a “missing generation in the oil business.” BP and Shell are the most aggressive cost reducers. Now the debate focuses on whether BP overreacted, risking safety. Further tests remain to be done to discover the causes behind the Prudhoe Bay leaks and the Texas City fire. CERA estimate offshore costs have risen by 68%. BP’s Baku-Ceyhan pipeline is to exceed budget by $1bn, Shell’s Canadian tar sands projects are looking at costs 50% higher than in 2005. Another major problem is increased nationalism: only 25% of global resources are open to the Western majors, down 85% since 1960s. Shell’s Sakhalin project is to run $10bn over budget because of labour and material costs. Russian politicians are angry at the delay in profit return, revoked Shell’s permit to operate in Sakhalin. 

Home Secretary Jack Straw’s comments about use of veil in a multicultural society launches a storm of debate. Veil increasingly seen as indication of separatist aspiration and oppression of women. Found disturbing and consciously socially detaching, makes a statement about women’s position. Liberal democracies under attack from fundamentalist sections who are empowered by the watering down of liberal democratic values. Political correctness combined with fear gives way to compliance with radical Islamism. & see 16.10.

9.10.06. 
Investors are becoming impatient with governments for lack of policy progress on climate. Crucially, the EU emissions trading scheme lapses in 2012 as things stand. How do investors model cash flows far enough out? The Institutional Investors Group on Climate Change (IIGCC) holds a meeting in Paris this week.  


US Insurance Information Institute urges insurers to do more in addressing climate change. Some initiatives exist: the Fireman’s Fund use rate credits for builders who use green practices. Travelers Insurance offers hybrid drivers 10% discount. The industry now takes $3.4bn p.a. in premiums. 

10.10.06. Drought pushes wheat prices to a ten year high: stockpiles are at a 20 year low. Drought has affected harvests in Australia, Argentina, Europe and America. In Ukraine, the Eurygaster beetle has infested crops.

11.10.06. China’s billionaire club grows fast, and the richest is a recycling entrepreneur. Female, worth $3.4 bn. 15 billionaires this year, Shi 5th $1.95 bn.

12.10.06. UK government says a new law will be needed to tackle climate change. Reason: the consensus is now formidable. It will include means to achieve cuts, not annual targets. FoE has been pushing for 3% CO2 reductions year on year.


Polling of US voters shows energy independence has emerged as the number one issue. A big survey on Aug 27th showed 42% for reducing dependence on foreign oil. The war in Iraq scored 26% with Strengthening America’s military on 12%. James Carville, the Clinton advisor who coined “it’s the economy stupid,” now advises that Democrats should grab and own energy security the way Republicans do tax cuts. People want strong regulation, he says, like in California: higher mileage standards, energy codes in buildings and appliances.

US-Iraqi study in The Lancet shows 650,000 Iraqis killed since the invasion: 1 in 40 of the population. Study undertaken by a group of Iraqi and American public health scientists. Comprehensiveness of study confirmed by further study. Mostly men between 15 to 44. US-UK occupation blamed for death toll. 650,000 deaths is equal to 2.5% of Iraqi population. Unprecedented humanitarian disaster, more so considering UK presence aimed to protect the population. Lancet study produces figures much higher than those produced by Bush.


Moscow banker shot dead in contract hit, of which there have been four in last month. Not least Putin’s big critic, journalist Anna Politkovskaya (date of assassination? burial 10 Oct)
13.10.06. Coal use grows in the UK as the gas price rises. Coal was 29% of power in 1999, now 34%. Drax was put into administration 4 years ago, but now is flat out providing 7% of UK power. The 2003 energy review barely mentioned coal, the 2006 review advocates setting up a group to secure the “long-term contribution of coal-fired generation.” Carbon capture and storage is on the horizon, but could more than double the cost of coal generation.

14.10.06. Media stats at IFG: 7 corporations control 75% of global media – from film, through books, and increasingly the internet. 3 control 70% of the 75%: Fox, TimeWarner, Disney. 16.7% of the global population uses the internet (1 billion). No paper.
16.10.06. Time is running out for BP to turn its problems around, says Fortune magazine. A criminal investigation is underway on Prudhoe Bay, with a grand jury convened, after six miles of pipeline was found to be badly corroded. The hole in the pipeline that spilt 5,000 gallons of crude was the size of a dime. In congressional hearings, the BP official in charge of anti-corrosion at Prudhoe pleaded the Fifth Amendment on grounds he could incriminate himself. Fortune has a 2002 letter from a BP inspection and quality-assurance specialist warning of a potential catastrophe. Not enough “pigging” was done (sending of mechanical cleaning and monitoring devices down the pipe). In Galveston, a civil suit starts next month . BP is belatedly spending billions on its infrastructure. (L: Stunning data in this Fortune article on lack of “pigging runs” in the affected pipelines).

Only one in 8 of British Energy’s nuclear power plants is working normally. The share price plunges 24% on the news. Two are closed, and two more are about to be, as a result of serious cracks in boiler pipes. 20% of the UK’s electricity comes from the 8 nukes and 1 coal station owned by the company.

17.10.06. Former Goldman Sachs MD says it would be naive to believe oil price wasn’t manipulated down by friends of the Bush administration in the run up to elections. Subtle manipulation is a form of control, writes Nomi Prins. In September the crack spread (difference between the cost of crude and the price of gasoline post refining) narrowed substantially. This was because the refinery owners were deliberately taking lower margins so as to help their friends. Similarly, the Federal Reserve stopped raising interest rates and sent a strong message that inflationary pressures would “moderate.” It was not obvious why. The market slide began the next day. 

18.10.06. Cap Gemini, leading consultancy, warns that Europe could face blackouts. Growth in demand has outstripped investment in new stations. The average margin – the excess of available electricity supply over peak-load demand – dropped to just 4.8% last winter. 

18.10.06. Qatar fears it may not have as much gas as it once thought in the world’s largest gas field. The North Field (extending into Iran as South Pars). Doubt is now being thrown on LNG plans. The majority of the world’s gas comes from Russia, Iran, and Qatar.

19.10.06. OPEC cuts 1.2 million barrels per day output in an effort to stabilise the oil price.  This would reduce the OPEC quota to 26.3 mbd when the cut begins in November, spread across OPEC pro rata. The market wasn’t expecting such a big cut.

22.10.06. UK regulator Ofgem calls on energy suppliers to develop a flexible market for micro- generators. In a report, “Ofgem and Microgeneration,” Ofgem promises to remove much regulatory red tape. Proposed next steps’ are more simplified export arrangements and more accessible information on areas such as installation and health and safety. The report allso calls for efficient meters which would be interoperable. Ofgem wants more work by the distribution network to make sure that prices accurately reflect the advantages of microgenerators. The report draws attention to the advantages of innovation in meter technology for providers. 

23.10.06. Jeff Skilling sentenced to 24 years for his role in the Enron fraud. Ken Lay died on 5 July, before he could be sentenced.

25.10.06.
Kremlin calls for criminal prosecution of Shell over Sakhalin. The managers of the project are potentially facing criminal charges over five counts of breaking environmental law. Prison sentences of seven years could be imposed. The Natural Resources Ministry is to extend its audit by one month. As a result, Shell is under further pressure to downscale its involvement and let Gazprom take more power. Many Western analysts are of the opinion that the fuss created over the environmental issues is loose camouflage for bullying Shell into an asset swap. The Kremlin has never hidden this aspiration, and is increasingly unhappy with the increasing costs of the operation: they have doubled to at least $20bn. 

26.10.06. US Senators write to Exxon to ask that they end climate change denial campaigns. Jay Rockefeller and Olympia Snowe call for the end of funding for climate change “echo chamber.” They argue that the debate that the scepticism these groups create, many of which rely of ExxonMobil funding, has led to damage to the US’s reputation within the international community. 


Scientists warn of serious consequences of weakening of the Gulf Stream. Data has shown that part of the current stopped altogether in November 2004. Lloyd Keigwin of the Woods Hole Oceanographic Institution called the halt “the most abrupt change in the whole [climate] record.” Harry Bryden of the National Oceanography Centre has shown that the rate of flow decreased between 1957 and 1998. If it did stop altogether, it would lead to regional cooling of between 4 and 6 degrees Celsius during the next 20 years.

27.10.06. European Commission shows that Europe is failing miserable on climate change targets. New figures emerging suggest that 2010 emission levels could actually surpass those of 2004 by 0.3%. Spain is predicted to exceed 1990 emissions levels by 51.3%. Kyoto had allowed for 15%.  Only by purchasing the rights to emit greenhouse gases in Eastern European countries will the EU come close to reaching its 8% reduction target.

28.10.06 BP faces court action from daughter of couple killed in Texas City Refinery explosion. Eva Rowe continues with plans for the first civil lawsuit against the oil giant, despite offers of compensation. She is to allege that her parents were killed as a direct result of BP cutting corners through cost-cutting on health and safety. It is likely that CEO John Browne will have to testify personally. 


Likelihood of massive mergers between oil giants grows as times get harder for them. Morgan Stanley observes that 2001 saw five companies in four countries valued at over $50bn. That number has risen to 14 in 9 countries today. Access to resources can only become more difficult. Oil giants control 20% of this, the other 80% is under the control of national oil companies. Their reserve position is considerably weaker than their production, and unless this can be remedied they are in trouble. Recent experience has not been promising: in 1997 the giants replace 140% of their reserves, in 2005 replacement had shrunk to 75%. If they find no more resources outside national companies’ territories they will have to look at other activities to make up the deficit. The other choice is massive mergers, such as between Shell and BP, creating the largest energy company in the world. 

29.10.06. UK Stern review predicts the global economy could face a £3.68 trillion bill from climate damage if we don’t act within the next ten years. Commissioned by the Treasury and hailed as “the most comprehensive review ever carried out on the economics of climate change.” Potential consequences include making 200 million people refugees as their homes are destroyed through flood or drought. Stern pushes for a follow-up to the Kyoto agreement to be signed in 2007, 3 years before the original plan for 2010. He believes that 1% of global GDP must be spent tacking the problem, or face costs of up to 20 times higher if the damage is allowed to continue- a cost as high as £566 for each of the 6.5 billion people on the planet.  In the report, commissioned by The Treasury, he says that “ if no action is taken we will be faced with the kind of downturn that has not been seen since the great depression and the two world wars.” Stern also points to the opportunities afforded by the changes necessary, worth, according to one measure, $2.5tr. The report also forecasts that the low-carbon technology market could be worth up to $500bn by 2050, if the appropriate measure are taken.
 (L) See JL blog 19, 1.1.06. 
30.10.06. US Chemical Safety Board: BP was aware of problems before Texas City Refinery explosion. The CSB said that cost-cutting played a big role in compromising the refinery’s safety, resulting in the US’s worst industrial accident in more than a decade. “The CSB’s investigation shows that BP’s global management was aware of problems with maintenance, spending and infrastructure well before March 2005.” According to the CSB, a 2004 internal audit of 35 BP units revealed problems such as lack of leadership competence and the far-reaching tolerance of non-compliance with fundamental safety rules. 


Matthew Simmons suggests that crude oil may already have peaked in 2005. World oil supply had decreased during the first half of 2006, dropping to 83.89 million barrels in the second quarter of this year, compared to 84.35m barrels in the 4th quarter of 2005.


Speculation over Shell/BP merger created by Shell’s new plans to simplify its N. American business. The merger is thought to be worth $230bn. During the summer Shell admitted it had considered a major merger as part of its “scenario planning.” Spokesmen have since declined to comment. Analysts of Wall Street have suggested that it would make good business sense- allowing Browne to leave on a positive note, and enabling the new company to compete with ExxonMobil. Premier Oil has admitted that it received a take-over offer, but that talks were still in very early stages. It refused to say who the offer had come from. 

1.11.06. 
B&Q takes out ads for micropower products – microwind and solar thermal - in UK newspapers. “Two new power tools from B&Q,” says headline, under a picture of a wind turbine and a solar water panel.


 Russian dissident Litvinenko poisoned with Polonium in London. Note that in July, Russian parliament adopted a new law allowing FSB (successor to the Soviet KGB) to assassinate enemies of the state overseas. (Reported 22.11).
2.11.06. 
RyanAir CEO pours scorn on Stern Review, saying he is too busy to trade emissions. The calls for environmental taxes he describes as the “usual horseshit.” He demands that attention instead be focused on road transport, which accounts for 25% of the EU’s CO2 emission, as opposed to aviation’s 3%. O’Leary claims to be too busy running Ryanair to join emissions trading schemes. Due to its overhaul of Boeing aircrafts with fuel efficient engines, Ryanair claims to be “the most environmentally friendly airline.” An Oxford University report predicts that air travel will be responsible for a quarter of UK’s CO2 emissions by 2050. 


Russian technical standards agency warns nation’s oil and gas pipelines are in a critical condition. Rostekhnadzor (independent ecological agency): “Environmental damage caused by oil and gas pipelines is inexcusable.” Safety measures are condemned as unsatisfactory. Over 30 incidents have already taken place this year. The majority of pipelines were built in the 60s and 70s. The agency plans to improve control over the pipeline network. 


BP Alaska management reshuffle follows problems with pipelines, stock and share prices. BP denies that the changes are due to cleanouts. Damaged Alaskan pipelines have led to decreased production and dented profits, as has reduced output from the Texas City refinery.

3.11.06. 
Data from Atlantic sensors deployed in 2004 show no trend in the Gulf Stream yet. Last year the National Oceanographic Centre reported what seemed to be a 30% slowing from five data points over 50 years. Data from sensors deployed in 2004 has now been presented, and shows no trends yet. Many oceanographers now believe the meltwater effect won’t result in abrupt climate cooling.


Falling oil prices have huge implications for energy security and climate change, an FT special supplement on energy suggests. Articles summarise the state of play in all energy types. (L)

5.11.06. 
FTSE 100 companies spent less on environmental reporting in 2006 than 2005: 0.79% of pre tax profit down from 0.87%. 80 of the 100 have identified climate change as a business risk but well under half (38 of them) have targets. Most of the FTSE 250 have yet to even acknowledge the issue.

6.11.06. 
IEA warns that world is on an energy path “doomed to failure.” An “apocalyptic warning,” says the FT. Secretary-General Claude Mandil says the current path “may mean skyrocketing prices or more frequent blackouts; can mean more supply disruptions, more meteorological catastrophes – or all these at the same time.” Nuclear and biofuels are needed, the agency says. Energy demand will surge 50% to 2030, requiring 116 mbd, with most of the increased supply having to come from from Saudi Arabia, Iraq and Iran. Non-OPEC supplies are expected to peak early next decade, pushing the oil price as high as $130 a barrel. “This energy scenario is not only unsustainable but doomed to failure,” says Mandil. $20 trillion of investment is needed to meet demand. It is far from certain that this investment will actually occur, Mandil warns. The apparent soaring investment by oil companies is illusory, because of inflation in drilling costs. 


Ahead of Houston refinery trial, sworn testimony shows BP measured human life in $. A fatality was estimated to be at a cost of $20m to the company. The comments were made by a former chemical engineer during a sworn testament made as part of the inquiry into the explosion at Texas City refinery. 


Democrats regain both houses in Congress, promising among other headlines “to energize America with energy independence.” OGJ 13.11.06. has a hilarious whining editorial saying “the US won’t achieve energy independence,” and neither should it - the Exxon line - and worrying that Nancy Pelosi, the House leader, may go for windfall taxes. 
8.11.06. 
Australia’s worst drought in 1,000 years sparks water crisis summit and conversion by PM Howard to greenhouse action. Summer has only just begun and crop forecasts are being slashed. This is the fifth year of drought in many regions. Half all farmland is affected. Howard has been forced to show concern about climate change. 


Centrica says it will build UK’s cleanest coal plant …..by 2011. The CO2 produced will be stored underneath the North Sea. The last coal-powered power station to be built was Drax in north Yorkshire, in 1974. Centrica is involved in the proposed new project as a result of agreement with Progressive Energy, the chairman of which is Innogy’s former chief exec. Centrica and Progressive Energy have created Coastal Energy, which is due to own the station while Centrica funds its development.  Centrica is taking advantage of clean coal technology, as coal starts to creep back in as an energy source due to low prices.

10.11.06. Kremlin threatens to sue Shell for billions over environmental problems with Sakhalin. They may call for the project to be terminated altogether, they say. Shell’s proposed measures to tackle environmental issues is dismissed as inefficient. The Kremlin suggests that the cost of righting the damage done so far could reach $50m. Rozprirodnadzor’s deputy head says that lawsuit would be filed at the international arbitration court in Stockholm. TNK-BP, meanwhile, pays a $1.4bn back tax bill for alleged environmental transgressions. 

12.11.06. Brussels threatens to take UK to European Court of Justice over greenhouse emissions failure. A report shows that the government is actively supporting global projects with a detrimental effect on the environment. WWF points out that the government spends £2bn annually contributing to aircraft, and hydrocarbon initiatives, such as Sakhalin-2. 

13.11.06.
Kremlin plans to create a “gas OPEC”, to the alarm of EU and NATO. A confidential study by economic experts at NATO is sent to 26 member states, warning of the danger of Russia establishing a gas cartel incorporating Algeria, Qatar, Libya, Central Asia and maybe Iran. The study suggests that Russia is utilising energy policy to pursue political goals. Russia currently provides 24% of Europe’s natural gas supplies. The report warns of the “possibility of major gas-exporting countries co-ordinating their investment and production plans in order to avoid surplus capacity and to keep gas prices up.”

14.11.06. CERA report claims peak oil theory is based on “faulty analysis” and could “distort debate.”  CERA Director of Oil Industry Activity Peter Jackson writes: “Oil is too critical to the global economy to allow fear to replace careful analysis.” He then goes on predict an undulating plateau beginning beyond 2030 at well over 120 mbd. The oil resource is actually 3.74 trillion barrels. not 1.2 as peak oil proponents claim. CERA draws on the proprietary database of its parent, HIS, for its careful analysis. 

16.11.06. Global carbon trading has more than doubled during 2006, despite the EU failure to set tight enough quotas for industry. $22 bn was traded in the first 9 months compared to $10 bn in 2005, 19 bn of it under the EU trading scheme. 
19.11.06. BMW unveils a liquid hydrogen powered auto. A normal saloon that runs with a switch that can take you from gasoline to hydrogen and back.


Poll shows British are more resistant to change in face of greenhouse threat than other Europeans. A Harris poll for the FT in the wake of the Stern report, assessing reactions shows that 77% believe man-made global warming is a fact. But only 56% would support restrictions on purchases to fight it.  21% would oppose them.  Only 44% would support restrictions on air travel. Only 21% would be prepared to give up the 2% of income Stern says is needed to achieve deep cuts.

21.11.06. Gazprom executive says the world is not in danger of an energy shortage. Gas reserves can last 60-80 years, says Sergei Pankratov, deputy head of the strategic development department. 


Russian Industry and Energy Ministry forecasts gas shortages starting next year, and growing: 4 bcm next year, 30 billion cu m by 2010, if the gas sector is not reformed.

23.11.06. Putin seeks increased investment in power plants by 900% in the next 10 years in order to meet explosive demand. Increased shortages are raising doubt about Putin’s repeated pledge to guarantee gas supplies to the EU. Russia exports a third of its gas in order to take advantages of high prices in the west. Shortages are increasing as the region’s economic recovery continues apace. EU leaders are keen to ensure that supplies are not disrupted as they were in the Ukraine this year. Critics have suggested that Putin has made the situation worse by refusing to increase gas prices in Russia. He is pressing the power sector to hurry up with investment and build 30GW of new capacity in the first 5 years, and 70GW in the next 5. 

26.11.06. Output at Kazhakstan’s Kashagan oil field is to overtake forecasts by 25%, according to developers. As such, it will yield 10% more reserves than was initially predicted. However, it is thought that Eni is about to announce that complications both in the field and between the project’s partners (including Total, Shell and ExxonMobil) will mean that production will start later than estimated, now in 2009. This is the world’s most costly oil project, coming in at the mid $30bn mark. Kashagan is also the world’s most important oilfield in terms of reducing reliance on Russia and OPEC, which currently controls 60% of remaining global reserves.

27.11.06. Texas oilman T.Boone Pickens believes peak oil has been reached. He says the US must find an alternative to oil. “The Achilles heel of the United States is that we’re using 20% of the oil in the world in a day and we have less than 5% of the oil supply… We’ve about had it.”

28.11.06. Marine researchers warn increasing sea temperatures will intensify global warming. Researchers at Southampton and Plymouth universities have found that the top 1500m of the north Atlantic have increased by 0.015 degrees Celsius in the past 7 years, enough to raise atmospheric temperatures by 9C. They warn that oceans could release this heat into the atmosphere in future, destabilising manmade efforts to mitigate the increase in greenhouse gases.


European Commission insists on stricter limits in emissions trading for 2008-12. For the first phase of ETS (2005-7), too many permits were handed out, causing the carbon price to plunge. The same has happened again for the second phase (2008-12), but the allowances are now being revised down by 7% on average. 


The Supreme Court in the US is to rule on global warming. Twelve states have brought the case forward to try to force Bush into regulating CO2 emissions from cars and factories, as a challenge to the ruling that the EPA had no obligation to regulate CO2. 


Debate flares over the choice between producing food and renewable energy. World grain stocks are down by nearly 4% this year. Of the past 7 years, 6 have witnessed a demand for grain that has not been matched by production, a slide which has meant that reserve stocks have been reduced to 57 days. 

29.11.06. Bush denies that Iraq is in the midst of a civil war, despite widespread consensus following the adoption of the term by prominent analysts from both sides. Instead he blames the violence that continues to rage in the region on al-Quaeda in an attempt to force the US out. He has pledged to work with the Maliki government to defeat the elements lying at the heart of the problems. He rejected the idea that the US should enter into talks with Iran and Syria in order to stabilise the situation in Iraq: “Iran knows how to get to table with us. That is to verifiably suspend their [uranium] enrichment programmes.” His stance on the issue is likely to further concern regarding his flexibility on his Iraq strategy. Leaks of the Iraq Study Group are likely to show that their are increasingly at odds with the insistency by Bush that the US will still achieve its aim of “victory” in the region despite the massive increases in violence. According to Anthony Cordesman of the Centre for Strategic International Studies: “to put it bluntly, the US must stop lying about the true nature of Iraqi readiness and the Iraqi force development.” Yesterday NBC labelled the situation a civil war, an announcement compared to that of Walter Cronkite of CBS in 1968, declaring the Vietnam War a failure.


Fears that production in Iran is too low and demand becoming too high to sustain exports. Within a decade, PFC says, exports could fall to zero. Reserves of oil are second only to Saudi and gas second only to Russia, but substantial upgrades are needed to infrastructure. Meanwhile gasoline is priced at 35 cents a gallon and demand grows at 10%.


Kuwait oil minister says there will be no public announcement about size of reserves, but Parliament will be told. 


US and Asia head towards legal action over EU’s carbon emissions proposals for aviation. The EU intends to bring all international flights into the ETS. US sources fought back, saying that this move would breach the 1947 Chicago Convention. Stavros Dimas has stated that his plan falls within the rules of the International Civil Aviation Authority and the Chicago Convention, as the rules would be applied to all airlines indiscriminately. 
31.11.06. BP signs deal with Rosneft to search for oil in the Arctic. Having invested $1 bn when Rosneft floated on the London Stock Exchange in July.

1.12.06. 
Another nail in a central argument of climate change sceptics: the “hockey-stick” graph is supported by more cores studies using oxygen isotopes. The Little Ice Age, 1200-1850, does not show up in the global record nor would it be expected to. The Gulf Stream was only 10% weaker in the Little Ice Age.

2.12.06. 
A month after the Stern review, the climate change research budget is cut at the Met Office. 3% trimmed. Meanwhile 2006 is on track to the hottest year in last 200. People are still in shirtsleeves in southern England, where raspberries and strawberries can still be picked.


French ski season opens to lack of snow on all but the highest runs. The situation is similar and worse in Italy and Germany, in the warmest weather for 60 years. Temperatures are so moderate that even snow guns will not work. Last week a high of 22.4C was recorded in Grenoble. 

3.12.06. 
Consumer group calls for inquiry into UK gas prices. Wholesale prices have fallen 40% since March with 30% retail increases in the last 6 months. The average gas and electricity bill in the UK exceeds £1,000 per household. All power companies have hiked prices at last twice in the last year. The big 6 justify the situation because of their rising costs. 

4.12.06. 
Societe Generale analyst fears lights will go out in UK if this winter is bad. Most of British nuclear reactors are offline, indigenous gas production is down 8-10%, and the new pipeline from Norway won’t be delivering gas until next winter. A third of UK electricity is gas fired. 

6.12.06. 
Satellite survey shows tropical seas are being impoverished by global warming. A decade of data shows phytoplankton plummeting up to 30% as temperatures rise, creating a “famine” in tropical and sub-tropical seas, where the waters stratify and nutrients can’t reach the surface waters so well. The oceans are warming 0.2 C per decade.


Prince Charles pledges a greener royal lifestyle. Scheduled flights and trains are to replace the private jets. Jaguars are to run on biodiesel. Highgrove is to switch to green electricity.


Iraq Study Group, led by James Baker, tells Bush to change course in Iraq including to sit down with Iran and Syria. “America’s military capacity is stretched thin.” The group offers 79 recommendations in all: including not to send in more troops beyond the existing 140,000. $400 bn spent so far, with costs running at $8 bn per month. Estimates of the final cost run to $2 trillion. 


UK Chancellor Gordon Brown says he aims for every new home to be zero carbon by 2016. He exempts new zero-carbon homes from stamp duty: but they only represent 1% of the housing stock.  

7.12.06. 
Hopes for UK CCS set back by Chancellor Brown: he opts for more studies, not commitment ….even to support a demonstration project. Proposals on the table for CCS at power plants now number 8: 7 coal plants and 1 gas plant. 


BP Texas City refinery chief: the lethal site was “held together with band aids and super-glue.” Workers would say “I could die today.”  Don Parus, the site director, had grave misgivings in the years running to the disaster. He is now on unpaid leave. An internal BP survey of worker attitudes shows there was “an exceptional degree of fear of catastrophic accidents.” But people didn’t want to lose their jobs. BP is now spending $7 bn in a H&S blitz on its US refineries.

10.12.06. Rumours circulate in Moscow that Putin will do a job swap with Gazprom boss when he has to step down from Presidency in 2008. The Gazprom Chairman Dmitri Medvedev is First Deputy Prime Minister already. He recently appointed a former KGB General, Valery Golubyev, as deputy CEO. Rosneft Chairman Igor Sechin is the Kremlin’s Deputy Chief of Staff, and also believed to be ex FSB (ex KGB). Mikhail Khodorkovsky, former boss of the now-dismembered Yukos – now absorbed into Rosneft - is facing his fourth Christmas in Siberian jails. But “normal” business goes on. Investment banks’ estimated fees in Russia for last year: $1.2 bn. Up from $100m in 2001. The Russian economy has grown 7% since 1999.


“The country is run by the KGB, whatever they call themselves,” says a Russian analyst. Yevgenia Albats, quoted in the Independent on 22.12. Mind you, says Jonathan Stern, plenty of former MI5 employees now have top jobs in British industry. 


Saudi Arabia and other Gulf states consider a joint civil nuclear programme. The Gulf Co-operation Council orders a study. 

11.12.06. Shell finally caves in to Kremlin pressure: Gazprom now has a 51% stake in Sakhalin 2. The Shell stake of the 4 bn barrels oil and gas equivalent falls from 55% to around 27.5%. This is a big hit on Shell’s bookable reserves. Mitsui and Mitsubishi shares will also go down. CEO Jeroen van der Veer met Gazprom Chairman Alexei Miller in Moscow 9.12. One view in the FT: Shell are doing what the Seven Sisters have always done - holding on to as much as they can until national governments flex their muscles and take over some or all. The Kremlin campaign was waged on TV, and began immediately after the assurances at the July G8 in St Petersburg. Who might be next in line? The Russian state’s share of oil production had doubled in 3 years, but up to now at expense of domestic companies. The Kremlin is still trying to encourage foreign auto makers to site factories in-country. NB Sakhalin 2 is almost finished, and is producing oil already. LNG shipments are supposed to begin in 2008. 22.12: Gazprom pays Shell $7.5 bn (£3.8 bn), leaving Shell with 27.5%. Citigroup estimates the deal could cut 5-6% off Shell’s 11.5 bn barrels reserves as now booked under SEC rules.  
13.12.06.
Russia threatens to turn off gas to Belarus and Georgia if they do not pay higher prices. The authoritarian leader of Belarus says they can pay, but Russia could no longer consider them an ally. Georgia views the whole thing as political. Russia has already severed mail and transport links. The demand to Georgia is for $230 per cu m, up from $110, close to European payment levels. From Belarus they seek something near $200, up from less than $47.

South Caucasus gas pipeline comes on stream, bypassing Russia. It crosses Azerbaijan from Baku, then through Georgia to Erzurum in east Turkey, running parallel to the Baku-Tbilisi-Ceyhan oil pipeline, and will carry 8.6 bcm by 2008. 


Gazprom is cutting ex-Soviet cradle-to-grave care of employees to please western investors. Nurseries etc in eg Urengoy being handed over to local authorities. Note: the company began life in 1992, created from the old Soviet energy ministry. 

BP faces new US legal charges over trading, this time for manipulating prices of unleaded petrol. The Commodity Futures Trading Commission, the futures markets regulator, has taken the action over events on one day in October 2002, involving trading on Nymex. BP faces two other investigations at the moment.
Blair caves in to Saudi pressure over BAE fraud investigation, and stops it. On same day, police interview him re honours-for-donations. Serious Fraud Office told to stop the 3 year investigation of a £60m slush fund allegedly set up in connection with the c £40 bn 20 year-old Al Yamamah oil-for-arms contracts. Saudis have threatened to stop considering the latest arms deal, for 72 Eurofighters, also worth c. £40 bn, and to stop collaborating on al-Queda intelligence. The government doesn’t see this as blackmail. “It has been necessary to balance the need to maintain the rule of law against the wider public interest,” says Attorney General Lord Goldsmith. Er, but isn’t the executive supposed to steer clear of the course of justice?


Carnegie Institution report: planting trees to soak up CO2 is “a waste of time” outside tropics. The issue is the heat absorption compared to grasslands, snow etc. In the first study to factor this effect in with CO2 sequestration, the authors suggest that north of 50 degrees latitude, forests have on average warmed the earth by 0.8 C and in the tropics cooled it by 0.7 C. 

15.12.06. British Gas, facing a mass exodus of customers, announces first bill reductions for six years. Almost 1m have left in the last year. Parent Centrica has announced plans to lay off 1,300 jobs in the coming months as part of a restructuring. 

17.12.06. BIS figures show outstanding derivatives contracts exceed $370 trillion. The market has been growing by double digits every year. Vast amounts of debt are being raised to finance this. This brings to mind the massive amounts loaned for financial speculation ahead of the Wall Street Crash of October 1929. 
18.12 06. Gazprom seems to have reversed decision to go it alone on Shtokman gas project: the decision will be taken on which partners to go with in Spring of 2007. 


EU heads off US threat of legal action over forcing their carriers to trade carbon with a huge compromise: foreign carriers won’t be included in the EU ETS until 2013.  This is a victory for Mandelson, the trade commissioner, over Stavros Dumas, the environment commissioner. It is yet to be approved by member states and the European Parliament. EU carriers will have to trade, and the idea is to auction around 10% of the permits, setting a market price, and giving the rest out free to get the game underway. But, as the FT describes it, in the first phase of the ETS UK electricity generators were also given permits for free, and somehow managed to pass on £300m of costs to consumers.

19.12.06. UK marine species are being driven north by global warming. Many species of barnacles, snails and limpets studied by the Marine Biology Association at 400 sites in the 1950s and again now.
20.12.07. Gazprom strikes a deal with Gaz de France in its latest effort to win European downstream market share. The move gives it a presence in the French market and access directly to industrial customers. The Russian giant is active from Portugal to the Ukraine now, with 25% of the European gas market. In the UK, having hinted at a play for Centrica and been greeted with hostility, it bought a small distributor, Pennine Natural Gas, whose customers include Debenhams. 

22.12.06. Undercover reporter shows BNP plan to ride to power on back of global warming, peak oil and the debt crisis. The investigation by Ian Cobain shows the fascist party is planning for the next crisis. Leader Nick Griffin sees “an age of scarcity that will be a once in 200 years opportunity.” He sees an economic crisis as inevitable as a result of the global warming, fuel shortages and rising debt. Addressing a conference of white supremacists and far-right activists in a closed gathering in New Orleans last year, he is heard to say in taped speech: “when the revolution comes - the revolution that is going to sweep away this nightmare - it is going to come in Europe, and it is going to come very suddenly. Bang: one month they don’t support you, the next month – if you’ve done your homework and the circumstances are right – they are prepared to support you.” Griffin believes that the support of just 18% of the electorate would be enough. They’d then be just “one crisis away from power.” A new poll shows that at least 7% of the UK population would consider voting for the BNP, as things stand.

23.12.06. Lord Browne, recently the most admired business leader, now wins the booby prize in a straw poll of City analysts. “It’s a testament to his achievements that he is still around, says an Observer columnist.


UN Security Council approves sanctions against Iran for refusing to suspend uranium enrichment. The resolution bans the supply of materials and technology that could contribute. Bush spoke to Putin to get his agreement. Iran calls the resolution illegal and says it will reconsider its relationship with UN, especially its commitments to the IAEA.


Poll shows majority in UK think religion does more harm than good. 82% think it is a cause of division and tension between people. Only 33% describe themselves as religious. 63% say not.


Archbishop of Canterbury accuses the government of putting Christians at risk in the ME. The UK policy is “shortsighted” and “ignorant,”, he says.

24.12.06. Foreign Office hits back at Archbishop of Canterbury. Its not the policies of the UK that are to blame, it says, “It’s the fact that there are intolerant extremists inflicting pain and suffering on people. These extremists are indiscriminately killing Christians, Muslims, Sunnis and people of all faiths.”

26.12.06. Talks between Gazprom and Belarus over gas price rises break down. Fears grow of the same kind of stand off that brought in the new year in 2006, in the case of Ukraine. Georgia has reluctantly agreed to price rises, and will pay $235 (£115) per cu m. Moldova has also agreed a price rise.

27.12.06. US puts polar bears on its list of threatened species. This is potentially the most significant concession yet on climate change. By equating them with bison and bald eagles, the interior department will have to curtail all activities that threaten their hunting grounds. There are an estimated 22,000 – 25,000 polar bears left in the wild.
31.12.06. Saddam executed on the same day US death toll in Iraq passes 3,000. Execution happened on a Sunni holy day, Eid al-Adha. 60% of those killed were under 25, two dozen were 18, 62 women. UK has 126 dead so far.
1.1.07. 
UK Government’s Chief Scientific Advisor optimistic about greenhouse progress in 2007. David King points among other things to scope for “G8+EU+5” (India, China, Brazil, Mexico, SA) to make progress with the “Gleneagles dialogue” process. But only if the stabilisation target is 550 ppm CO2e.


El Nino threatens to make 2007 the hottest ever year, climatologists say. Even though the El Nino event developing at the moment looks like being moderate.


Belarus agrees to pay Gazprom double for gas, minutes before expiry of deadline in Moscow’s threat to turn off supply. Gazprom also gets a 50% stake in the Belarus pipeline network. $100 per tcm id the price. This is much better than Georgia, which is paying $235.


See JL blog 20 for summary of July – December inclusive


More than $70 billion invested in renewables last year, and more than 1,200 private equity funds are now active in clean tech. So far 50 RE companies have listed on AIM. 

2.1.07. 
Allstate Insurance pulls out of Delaware, predicting ruinous weather events as a result of global warming. For the moment, no other company follows. 

3.1.07. 
2006 was the hottest year ever in the UK. Average temperature of 9.7C ….1.1 degrees C above average. The Met office says there is a 60% chance 2007 will be hottest ever globally. Hottest was 1998, also an El Nino year. Ten warmest have all be en in last 12.


Exxon paid $61 m to 43 climate-change denier organisations between 1998 and 2005. So the Union of Concerned Scientists estimates in a report calling ExxonMobil the worst offender in corporate-climate denial.

4.1.07. 
Oil price hits lowest point for 18 months, $54.90, as a result of an unusually warm winter. New York has not got this far into the year without snow since 1877. Heating oil has not been needed.


Link established between rising sea-surface temperatures and declining fish stocks. German scientists publish the results of a decade-long study of the eelpout in the North Sea. The fish’s oxygen supply is the first to suffer as temperatures go up. Sea-surface temperatures in parts of the North Sea have gone up 1C in the last 4 decades. This is the first time a link has been demonstrated.

David Miliband: British must change every aspect of their lives if we are to tackle climate change. he also says that solar is no good for electricity. "Every part of the way we work, go to school, the way we live is going to have to change." Also: "At the moment solar is really only good for heating your water, not good for powering the electricity in your house. Wind is better for that." 


Labour Minister targets airlines over emissions: Environment Minister Ian Pearson dubs RyanAir “the irresponsible face of capitalism.” One flight to NY and back is equivalent in emissions to heating an average EU home for a year. 6.1.07. Ryanair boss calls Minister “foolish and ill-informed” for criticising him.

US presidential hopeful Barak Obama introduces coal-to-liquids legislation. He is from Illinois, a coal state. His bill is co-sponsored by Jim Bunning, a Republican from Kentucky, another coal state. This is the second version of the bill, which aims to build CTL infrastructure via tax incentives, planning assistance and Department of Defense support.
5.1.07. 
Malaria returns to Italy as climate warms. Italy was declared free of the disease in 1970. Tick-borne encaphalitis is also returning. 20% of the fish now in Med have migrated from the warming Red Sea.


Butterfly and moth species increased fourfold in UK over last 25 years as climate warmed. With a 1C rise and you can expect 14 new species, researchers find.

6.1.07. 
Israeli defence sources say that Israel will attack Iran’s nuclear facilities if the US doesn’t, and use nuclear weapons in the process. Two squadrons are training with nuclear bunker busters, and the attack will go ahead if the uranium enrichment doesn’t stop.

7.1.07. 
Russia halts oil exhorts to Belarus in protest at transit tax, also cutting off Germany. President Lukashenko must cancel the oil tax on the pipeline from Russia to the west, says Putin, and stop stealing oil from the pipeline. Lukashenko slapped the tax on after Russia hiked the price Belarus pays for gas. About 40% of exports cross Belarus in the so-called Friendship Pipeline, carrying 1.2 mbd into Europe. Provides 20% of Germany’s needs and 96% of Poland’s.


Iranian oil shortage may mean no exports by 2015, analysts say. The third country with supposedly the third largest reserves in the world seems to be heading towards zero exports. The problem is underinvestment and the highest domestic demand in the world. The mullahs have no incentive to wait 4-6 years to see the fruits of investment. Meanwhile domestic growth is 6% pa.


GM unveils (another) electric car, this time hoping it will spark the firm’s revival. The Volt, a concept car that do 40 miles per charge with a plug-in battery plus onboard recharger, and runs off gasoline or a fuel cell, is unveiled at an international motor show. Hybrid sales have jumped 6 fold over 4 years to 213,000, about 1.5% of all new vehicle registrations in 2006. The Volt is 2-3 years away from the market, GM says. 


FT columnist John Kay advises business leaders to treat the green lobby as a religion. “Environmentalism now fulfils for many people the widespread longing for simple, all-encompassing narratives.” Global warming – not clearly Man’s fault, is environmentalism’s Apocalypse myth.
8.1.07. 
Weaker oil price means OPEC may cancel investment in new production. So says Kuwait’s oil minister Ali Jarrah al-Sabah.


BP oil output falls for the sixth quarter in a row. The City is unimpressed. 3.92 mbd compared to 4.02 a year before.


Tony Blair says it is impractical to limit personal holiday airline travel. The PM says he has no intention of limiting his own.


Unseasonably warm weather in eastern US and UK. “Hedgehogs shun hibernation to gambol amongst blooming daffodils,” says the FT. “Cherry trees blossom and red admiral butterflies soar in the balmy breeze. From sheep to parrots, creatures pop out unseasonal sprogs. January is the new March, and not just in Britain: as Arctic ice retreats, ice rinks are closed across the pond; New Yorkers bask in 22C heat.” But el Nino could also mean cold snaps on the way and death for animals and plants confused about the timing of spring.


Oil falls below $54 for the first time since June 2005 as funds sell. This is a bigger factor in the fall than the weather, Citigroup analyst says. 
9.1.07. 
EU calls for 20% union-wide cut in greenhouse gases by 2020 and 30% globally. Unveiling its energy strategy, the commission said this combination of targets should get the world on track to keep below 2C global average temperature rise above pre-industrial. Otherwise climate change will devastate the Union. 

Belarus cancels transit tax on Russian oil. Putin has faced Lukashanko down in this latest example of Russia using energy as an economic weapon.

Blair backtracks on offsetting carbon. After front page scrutiny in the Guardian, and a host of journalists’ questions, now he says he will offset. His recent Miami holiday will cost him less than £90.

10.1.07. 
Chrysler calls European approach to climate change “quasi hysterical,” and questions climate change as a far off risk whose timing is uncertain. Their chief economist says this at a conference on a platform with his counteparts from GM and Ford, who say nothing to contradict him

 
China falls behind in its effort cut emissions. Only Beijing and 5 other provinces or minicipalities managed to cut emissions in the first half of 2006 ….by only 2%.


Moscow zoo’s bears can’t hibernate because the weather is too warm. Winter has yet to materialise in the city. The temperature was 5.3C yesterday, when it is normally –18C.


UK Chancellor Brown pledges to set a personal example on climate change, including air travel. Unlike Blair.

11.1.07. 
Mexico suffers soaring tortilla prices due to corn-based athanol production in the US. The Mexican President promises to act. Tortillas provide most calories for poor families. 80% of the corn is imported from the US.


Exxon cuts ties to greenhouse skeptics including the Competitive Enterprise Institute. Fred Smith, CEO boss, acknowledges this on CNN. Exxon also joins a climate policy action study group set up for 20 companies by WRI.


EU threatens Russia with loss of energy contracts if they turn off oil and gas pipelines again. Energy Commissioner Adris Piebalds says: “We have told them that the disruptions to oil supplies we have seen in the last few days must never, never, happen again.” Supplies were cut during the Belarus face down for 60 hours, 1.6 mb a day, or 12% of EU imports. The EU imports a quarter of its oil and 42% of its gas from Russia. Piebalds calls for investment in renewables, including solar.

12.1.07. 
BP anticipates the Baker report on refinery safety by announcing that Browne will step down early. The CEO, who presided over a fivefold increase in profits, and a 250% increase in share price, has been made the scapegoat. Tony Hayward is to take over from 1st August. 16.2: Despite this Browne is still named Britain’s most impressive businessman in a MORI poll.


More conservative shadow ministers offset travel carbon than government ministers. 6 versus 7. Most of the cabinet don’t even offset, including Beckett.


 Bush faces rebellion over his plan to send 20,000 more troops to Iraq. And its civil war: “The jihad is now against the Shias, not the Americans (Gdn 13.1)
13.1.07. 
Baker report slams BP for lapses in safety culture. There are fears within BP that people will have to go to jail over Texas City. The former US Secretary of State blames leadership. John Manzoni, head of refining and marketing, wrote an e-mail bemoaning the fact that he had to visit the refinery after the fire. 


OECD report suggests melting glaciers will destroy all but the highest Alpine ski resorts within less than half a century. The industry caters for 70m people a year and is worth E50 bn a year.


Daffodils, normally out in March, are blooming in Cornwall. UK temps of 12C are 9C above the seasonal norm.
14.1.07. 
M&S announces a £200m environmental plan to go carbon neutral within 5 years. A 100-point plan covers their 460 stores. Offsets will be used only as a last resort. Measures include using unsold food for renewable energy, and labelling on air-freighted food to give customers carbon choice. £200m is allocated to implementing the plan in the next 5 years.

US automakers “in turmoil” as their customers switch to fuel efficiency. The annual Detroit motor show was last week and all is not well. Ford is worst off, with 45,000 job losses from the 300,000 worldwide workforce in a restructuring for which it had to raise over $20 bn by mortgaging its factories. This is an all-or-nothing play. GM meanwhile has shed 34,000 jobs and Chrysler expects a $1.6bn loss for 2006. The price of gasoline has gone up by more than 10% per year since 2002, the cost of steel has gone up, the Japanese are hugely competitive, and now the customers are switching to smaller, greener, vehicles. The Hummer stand at the show was thinly populated. 


ExxonMobil meets environment groups to discuss its stance on global warming. A private meeting took place last month with Worldwatch, Interfaith Center on Corporate Responsibility and others. Exxon had long eschewed such meetings, but called this one. WalMart’s experience must have been an influence here.

15.1.07. 
UK government becomes first to set standards for carbon offset schemes. No details have been worked out yet. Note we need to watch they don’t rule out small projects eg cooking stoves that don’t qualify for Kyoto.


Chief Executive of UK Association of Electricity Producers warns CCS technology is not yet proven. The EU meanwhile is urging its uptake.


Iraqi government will amend law so foreign companies will be allowed profit sharing in Iraqi oil. The law in question is the 1961 law that took Iraqi oil away from the foreign companies. 


Blair pushes for officials to be allowed to share data on citizens. He wants to relax the current “over zealous” rules.
16.1.07. 
Oil sinks below $50 as Saudi Arabia sees no need for a cut in production. OPEC has 3 mbd spare capacity, the Saudis claim.


American scientists and evangelicals join forces in a new organisation to lobby for climate action. Founders include the Interfaith Center on Corporate Responsibility.

British Gas price rises push their market share under 50% as 4 million customers switch suppliers. SSE is the main beneficiary. 

17.1.07. 
Tesco joins the retail carbon-cut competion: 50% UK emissions cuts by 2008, 50% global by 2020, carbon to be labeled on each of its 70,000 products. Tesco has 1,900 stores in 12 countries. £500m is to be spent in the next 5 years on top of a £100m sustainable energy fund. The capex budget is £3bn pa. The retail giant pledges to fly in less than 1% of its products compared to 2-3% today. 25.1. Tesco will face considerable difficulties in calculating embodied energy.
18.1.07. 
Carbon dioxide levels in 2006 again rose above the long-run average - a record 2.6 ppm rise- raising fears of runaway warming.  This is the fourth year of sharp rise out of the last 5. The 1970-2000 average was 1.5 ppm. See JL blog 21, 19.1.07.


Mexico’s tortilla price inflation threatens new President. The mainstay of the nation’s diet is becoming too expensive for the poor as corn stocks fall. 

19.1.07. 
Insurers cancel hundreds of thousands of policies along the US east coast. As insurers realize global-warming risk is high, rates are skyrocketing even where insurance can be bought. The industry lost $71 bn in 2005 catastrophes, incl. Katrina ($45 bn itself).
20.1.07.
Chinese fire the first ASAT missile test in a quarter century. There is consternation in the defence community.

First Downing Street official arrested in Cash for Honours fiasco. Ruth Turner, director of government relations. Quote by Tony Blair at the Labour conference: “I only know what I believe.”
 

21.1.07. 
BBC runs a David Attenborough special on climate change with results of mass-PC studies. Climate models run on a national PC network show UK average warming will be 1.2C by 2020, 2.5C by 2050, 4C by 2080. Note: London was 9C hotter than the countryside in 2003. Sewers can overflow, and have eg in Glasgow. ABI exec: the UK faces a “worst case” of a £20bn loss by 2080. A 10km long outer barrier for the Thames would cost £20bn …equals the whole national council bill. See JL blog 22, 22.1.07.

Ten US CEOs call on Bush to support 60% by 2050 CO2 cuts. Forming the US Climate Action Partnership (USCAP). Members of the USCAP are CEOs of Alcoa, BP America, Duke Energy, DuPont, Caterpillar, General Electric, Lehman Brothers, FPL Group and PG and E. “It's time for the nation's political leaders to come together and act," Duke Energy chief executive Jim Rogers, told reporters at a news conference in Washington. 


Ofgem criticises the UK’s Renewables Obligation as a very expensive way to reduce carbon. £187 to 481 a tonne compared to £12-17 in the ETS. The regulator also attacks the inadequacy of government renewable electricity subsidies.

BT pledges to cut carbon footprint by 80% over next 9 years. This is the boldest corporate target yet, from a company that accounts for 0.7% of UK electricity.

In Mexico, Pemex’s oil production is in decline, internal documents show. There will be 150,000 mbd less exports within a few years. US exports now 1.5 mbd. 
22.1.07. 
Russia extends its oil and gas nationalisation programme: offshore prospects only for Gazprom & Rosneft, TNK-BP under assault. The government is preparing to shut all foreign companies out of ownership of offshore fields, plus private domestics like Lukoil. And in a move reminiscent of Sakhalin, it is saying TNK-BP is not complying with its licence on the giant Siberian Kovytka gas field, which will soon no doubt be owned by Gazprom.  


Bush forced to address global warming in his State of the Union address: a 20% cut in petrol within a decade is the best he can do. He hasn’t mentioned GW in his last 5 state of the union addresses.

Almost 50% of Britons say anew Holocaust possible in UK. YouGov survey. 41% believe possible and 36% believe most people would do nothing to stop it. 

23.1.07. 
At the WEF in Davos, trade negotiators try to restart the stalled Doha process, despite the ascent of greenhouse consciousness. This round of efforts to deregulate trade further started in 2001, since when the world has changed somewhat. The list of non-tariff barriers the WEF wants to chop out are many environmental ones including energy efficiency standards.

Climate change “to affect nuclear sites,” says Met Office report for British Energy. eg Storm surges could be 1.7m higher in 2080 than now at Sizewell, and 0.9m at Dungeness. Dungeness is dumping 600 tonnes of shingle a day as things stand. BBC report: “David Norfolk, a member of British Energy's strategy team, said any new power plant could be located further from the sea to provide more of a buffer for any flooding.” Norfolk quote: "We would locate the station within the site in such a position that we don't perhaps have to work quite so hard in maintaining these hard defences - put it further back so we have more land, more space to absorb any water that comes over, to attenuate the energy of the sea.”


WEF poll shows people around the world are losing faith in their leaders. “Politicians are the least trusted leaders, with business leaders everywhere getting better marks from the 55,000 people surveyed in 60 countries. Still, 40% of those surveyed believe that the next generation will be better off, while just 31% believe their children will be in a worse position.”  

26.1.07. 
Georgia jails Russian for trying to sell weapons-grade uranium for $1m. He had enough to build a bomb, and was trapped by agents posing as radical islamists. This took place in Dec 2005.
29.1.07. 
UN Chief seeks climate summit to break deadlock in negotiations. Ban Ki-moon, United Nations secretary-general, is trying. 
30.1.07. 
Millions of UK water consumers face compulsory meters. So a DEFRA paper outlines, as a measure potentially to be imposed on water companies. See JL blog 23, on sustainable farming, 29.1.07.
30.1.07. 
Jeremy Paxman accuses his employer the BBC of carbon hypocrisy: too much flying around filming nature. He calls for 3% cuts per year for 10 years.

Systematic attempts by Bush administration to doctor scientists’ evidence on climate exposed. A report based on survey of 1,600 government scientists shows that fully 46% have been warned against using terms like global warming in their reports. Phil Cooney, a big player in this in the White House, now works for ExxonMobil.


An SRI fund comes top of all funds in the UK All Companies Sector for the first time. The Co-operative Insurance Sustainable Leaders Trust came first in the year to 31.1.07, with a 29.3% return, more than double the 13.2% sector average. 1% of all funds under management now are SRI funds. “Broad SRI” funds now are more than €1 trillion. Core SRI funds, which screen companies out, are >€100 billion.

UK emissions for 2005 show falling household emissions cancelled out by rising aircraft emissions. 2005 emissions fell 1% on 2004. Households are down 4.6%, aircraft up 7%.


UK Treasury introduces doubled air passenger duty; airlines say they are considering legal action. Virgin is among them. Campaigners say the tax is too low to affect behaviour.


New EU biofuels targets will mean EU will have to import from Brazil or Malaysia. The rule says all filling stations must offer E5 and E10 by 2009.
1.2.07. 
“We’ve kind of let the industry rust away,” says Matt Simmons on The Bloomberg Report. The current fleet of 600 offshore drilling rigs is an average of 25 years old, the age when normally rigs used to be retired: 80% are in the 24-27 year age group.


UK solar grants for the month run out 12 hours after becoming available. Phase One of the Low Carbon Buildings Programme is descending into farce.


American Enterprise Institute offers $10,000 cash to scientists who will critique the IPCC report. Lee Raymond is on their board. Rex Tillerson, CEO, at WEF: “It is clear that something is going on. It is not useful to debate any longer.” But they still do not advocate emissions reductions, only a set of bland principles for developing policy.

UK Department of Education plans to place global warming at heart of school curriculum. Textbooks are way out of date.

WalMart CEO says sustainability is mainstream and puts pressure on its 60,000 suppliers to cut carbon (of its 7,000 stores in 14 countries). Lee Scott vehemently denies his zero carbon campaign is greenwash. Note: Just 30 retailers have captured around one-third of the global food market, and their control is increasing, says Andrew Sims.  “One prediction suggests that by 2010 there will only be 10 major global food retailers.”
3.2.07.
Fourth IPCC Scientific Assessment Report creates worldwide headlines with theme “Worse than we thought” (as on Guardian front page). Global average temperature rise “most likely” 4C estimated by end of century, possibly up to 6.4 including feedback effects. This is higher than the last report (5.8C at upper range), reflecting stronger feedbacks. The Panel says a significant switch to clean and efficient technologies could cut expected temperature rise by half. 300 delegates representing 600 scientists from 113 countries attend the final drafting meeting. 2,500 scientists in all collaborated. Six years ago the conclusion that warming was man-made was “likely”. Now it is deemed “very likely” and would have been “virtually certain” but for China and a few others.
 (L) See JL blog 24, 3.2.07.

M&S becomes first retailer to buy a zero-emission battery truck. 7.5 tonne, 120 mile range, 50 mph top speed, £60,000k but economic Newton truck by Smith Electric. Starbucks also has one on trial. 


Shell hires three Bush administration officials to help open up oil shales and Arctic oil. One is Gale Norton, a former interior secretary, who will concentrate on unconventional oil. See JL blog 25, on skiing and climate change, 5.2.07.
BNP has set up a front organisation to raise money in the US. Target is far right, theme is help us save Britain from Muslims. Front organisation: Civil Liberty.

US intelligence services admit for the first time that there is civil war in Iraq. 16 services wrote the report presented to the White House. 

First serving conscientious objector goes on trial in US. He could face 4 years in jail. 

4.2.07. 
BP significantly scales back its growth expectations after a year of struggling to complete new projects on time.  It now hopes to produce 4m barrels a day of oil by 2009 and 4.3m b/d by 2012 – approximately a 12.5 per cent decrease in previous growth expectations. Capital expenditure target $18bn from $16.9bn last year. Browne is taking the rap for all this. Tony Hayward says his strategy is to “focus like a laser on safe and reliable operations.” See also 7.2.
5.2.07. 
China added 102 GW of new electric capacity last year, new figures show. This is twice California’s capacity. “It must be pointed out that climate change has been caused by the long-term historic emissions of developed countries and their high per-capita emissions,” said a Foreign Ministry spokesperson. “Developed countries bear an unshirkable responsibility.”

China may be a net importer of coal by end 2007. Supply can’t keep up with an economy growing at 10% p.a., and with the government closing down small mines for safety and environmental reasons. Official data: Chinese raw coal output climbed 11.9 percent to 2.07 billion tonnes in 2006. Chinese total coal-fired power generating capacity jumped 23.7 percent to 484 gigawatts.


China’s biggest coal company, Shenhua, launches a huge coal-to-liquids programme. Working with Shell and Sasol, it plans 8 liquefaction plants by 2020, 30 mt a year of CTL, displacing 10% of projected Chinese imports.


“Smart pig” sensing device breaks apart in Trans-Alaska pipeline while sensing for corrosion. This they are designed to do if they encounter obstructions. Next smart pig run is scheduled for late Feb or early March.

Russia is in danger of falling behind with gas exports to western Europe, IEA says. Deputy ED William Ramsay blames efforts to increase control over domestic operations. “The IEA believes that a supply gap has already started from Russia and that if it doesn't invest more, it is going to fall behind in deliveries to Europe,” Ramsay said. 

Iran is in danger of using so much gas to boost oil production that it won’t have enough to export, says Economist Intelligence Unit. Much of the South Pars production is going to enhanced recovery because of rapid oil depletion.
7.2.07. 
Bishop of London promises not to fly for a year. Upping the ante and leading from the front. See JL blog 26, on taking the train, 8.2.07.

Barclays predicts that greentech-response to climate will heat up the global economy. “If ever the time were ripe for such an energy revolution, it is now,” said Tim Bond, global head of asset allocation at Barclays Capital, and author of the report. “And like all historical adoptions of general purpose technologies, the process should prove immensely stimulative to economic growth.”
8.2.07. 
£10m prize for the first person who invents a machine for removing CO2 from the atmosphere. Richard Branson says he will pay this prize, with Hansen, Lovelock and Flannery to be the judges. Meanwhile, he presses ahead with plans for a space tourism industry.
9.2.07. 
Survey finds 10% have reduced air travel because of climate change. So a British Air Transport Association survey shows. 776 people have signed up on a new website promising not to fly for a year. But with 228 million people passing through Britain's airports and an estimated 465 million expected by 2030, we have some way to go.

11.2.07. 
Production from BP’s giant Thunder Horse field delayed until end of 2008. Start up was originally scheduled for 2005. The field is now expected to produce 250,000 bpd.  There are two hurricane seasons to go. 
12.2.07. 
US investor group unveils blacklist of companies not to invest in because of climate performance. Ceres, a group of state pension funds with $200 bn under management, plus environmental and religious groups, names ExxonMobil and ConocoPhillips in oil, TXU and Dominion Resources in electric power, Massey Energy and Consol Energy in coal, and ACE in insurance.

Putin visits Qatar amid NATO fears that Russia is trying to form a “gas OPEC.” Europe relies on Russia for a quarter of its gas. He also visits Saudi Arabia and Jordan: the first time a Russian leader has visited these countries.


North Sea oil and gas production declining 10% faster than forecast last year, oil industry says.  This is the prediction of UKOOA for the next few years. They also forecast rising costs and falling investment. There is still 16-25 bboe left to be extracted, but new wells generally tap very small accumulations. Recent finds have been in the 10mb range. 


Ministry of Defence budget cutting threatens climate research capabilities in the UK. The MOD controls the budget of the Met Office. This emerges even as PM Blair talks up the need for a post Kyoto agreement after meeting Merkel. 
13.2.07. 
Blair stakes his legacy on achieving a post-Kyoto climate deal. Asked after a meeting with Merkel in Berlin what was the focus of his remaining months, Blair said this was it: a climate deal including India and China. “This is a very, very crucial moment,” the FT quotes him as saying, and that climate change was a more important issue than the crisis in the Middle East or the stalled world trade talks. 

Shell CEO offers a vision of growing oil use and a coal comeback. In a section of his speech at International Petroleum Week labelled “facts and vision,” he says, “the most important fact is that energy demand is rising and will continue to rise. Another fact is that fossil fuels are and will remain the dominant source of energy for decades to come.” Maybe we can cut to 77% fossil by 2030 if we try hard. Renewables can contribute perhaps 25% by 2050. He comes close to lampooning solar. Shell’s target is 5% reduction in GHG emissions from installations by 2010. 

14.2.07. 
High Court rules that UK government’s energy white paper endorsement of nuclear is unlawful. Mr Justice Sullivan agrees with Greenpeace, who brought the case, that the energy review was not the “fullest public consultation” the government committed itself to in the 2003 energy white paper before making a decision to back new nuclear power stations. Mr Justice Sullivan says that the consultation exercise was “seriously flawed and that the process was manifestly inadequate and unfair” because insufficient information had been made available by the Government for consultees to make an “intelligent response.” 


ExxonMobil’s change of course on climate is complete: CEO Tillerson says we have to act. At a CERA conference in Houston – “We know our climate is changing, the average temperature of the earth is rising and greenhouse gas emissions are increasing. The risks to society and ecosystems from climate change could prove to be significant. So, despite the uncertainties, it is prudent to develop and implement sensible strategies that address these risks while not reducing our ability to progress other global priorities, such as economic development, poverty eradication and public health.'” 

Scientists detect huge quantities of water fast-moving below the West Antarctic ice sheet. Subglacial lakes have been known about, but never on the scale found with the Icesat satellite’s laser altimeter, in results just released. “The way we model the ice sheets to predict how they will behave in the future, how they will contribute to sea level rise in the future, doesn't take into account all of this,” says Prof David Vaughan of the BAS. Over a period of three years from 2003 to 2006 the scientists found regions where the elevation had changed dramatically. “The first lake we found had deflated by nine metres, which we were just amazed to see,” says one of the team, Helen Fricker of Scipps. The reason is the rapid movement of sub-glacial water. “Water is not moving around in a steady trickle but filling up in one place and bursting through to another and this process is more widespread than we thought,” Vaughan explains. Scientists had previously assumed the 3 km thick sheet was frozen to its base. Obviously now all bets are off about the scope for more rapid-then-anticipated collapse of the sheet, and global sea-level rise.


Luminaries from “G8 plus 5” countries reach informal agreement on climate, including caps on emissions, at a meeting in Washington. GLOBE set the meeting up with influential representatives of the G8, including Angela Merkel, and Brazil, China, India, Mexico and South Africa. “I want to make a prediction,” says Senator Joe Lieberman, capturing the mood, “which is that the Congress of the United States will enact a nationwide law mandating substantial reductions in greenhouse gases before the end of this Congress or early in the next.”  

Several prominent Republicans drop opposition to action on climate. With nine climate bills before Congress, the Democratic party plans to pass a statute on global warming by July 4. John McCain, the Republican frontrunner, has sponsored a bill establishing a market-driven system of greenhouse gas tradeable allowances. Both Hilary Clinton and Barack Obama, the leading Democratic contenders, have co-sponsored McCain’s bill. Those shifting ground must be influenced by the popularity of Governor Arnold Schwarzenegger’s initiative to cut California’s emissions by 80% by 2050. This session of Congress ends late in 2008. 

16.2.07. 
US philanthropists gave away $50.5bn in 2006, up from $4.3 bn in 2005. $43.5 bn was the Buffett donation to the Gates Foundation. The median was up from 32.5m to 60m.
17.2.07. 
Wood McKenzie report says all the world’s extra oil is likely to have to come from unconventional oil at great environmental cost. 3,600 bn barrels are available in principle, but only 8% has begun to be accessed so far. Only 15% is heavy and extra-heavy oil. Great amounts of energy are needed for extraction.
18.2.07. 
Climate scientists warn we only have a 50% chance of saving the Greenland ice cap. Its melting would raise sea levels by four to six metres. The forthcoming IPCC impacts report mentions this, in draft. “Very large sea level rises that would result from widespread deglaciation of Greenland and West Antarctic ice sheets imply major changes in coastlines and inundation of low-lying areas, with greatest effects in river deltas.” “Relocating populations, economic activity and infrastructure would be costly and challenging. There is medium confidence that both ice sheets would be committed to partial deglaciation for a global average temperature increase greater than 1-2C, causing sea level rise of 4-6m over centuries to millennia.” Medium confidence means about a five in 10 chance. 

19.2.07. 
Australia announces bans old incandescent light bulbs, aiming to phase out by 2010, paving way for low energy fluorescent bulbs. “If the whole world switches to these bulbs today, we would reduce our consumption of electricity by an amount equal to five times Australia's annual consumption of electricity,” environment minister Malcolm Turnbull says. The phase out target is 2010.


Blow to gas-to-liquids technology as ExxonMobil cancels a major project in Qatar. The project was Exxon’s only planned venture, despite $600m of investments over two decades. Rising costs may be to blame, but note also that there are fears on supply from Qatar.


Abu Dhabi to build 500 MW $350 m solar plant. The first of its kind in the Gulf, onstream by 2009, to plant is to be be built by the Abu Dhabi Future Energy Co.

21.2.07. 
Half Europe’s transport subsidies still go to road transport: €140 bn pa. An EEA report shows emissions from road transport rose a quarter between 1990 and 2004 while emissions in most other sectors dropped.

Soaring price of grain threatens biofuels companies. Agricultural commodity prices have reached new highs following forecasts of a long hot summer in the US, which could bring grain yields down. Corn prices, at their highest ever levels, have doubled over the past year while the oil price has stayed the same. Analysts are saying this is beginning to challenge the economics of biofuels: still dependent on government subsidies in most countries.

 Exxon says BP execs should not face legal grilling over the Texas City fire. Among the reasons given, it may deter companies from investing in Texas. BP has put in a plea to Texas’ supreme court for Browne not to face a deposition. Meanwhile, a BP employee has admitted deleting files from her laptop after being anonymously warned she would subpoenaed about the refinery fire.
22.2.07. 
Kashagan delayed for three more years as costs almost double: first oil is now 2010, Eni announces. This field, discovered in 2000 - the biggest discovery in 30 years - is becoming a talisman for delay and cost over-run in the industry.

23.2.07. 
Sales of fair trade goods double as retail companies go to war on ethical positioning. It seems to be working for M&S, which has majored on socially-conscious positioning over the last year. Consumers spent £5m on fair-trade goods last year, new figures show. Equally, Primark, a cheap goods retailer, is being targeted for picketing in March by the student organisation People and Planet for failing to show sufficient commitment to sourcing ethically and paying producers and garment workers fairly.

See JL blog 27, 23.2.07, on emissions and the logistics industry.

24.2.07. 
UK CCS advocate says we could be selling technology to the world by 2012. But Defra and the Treasury are dragging their feet. Defra is to advise on a funding for a demonstration “later this year.” BP seems resigned to waiting another year for government funding for Peterhead project. Stuart Hazeldine at Edinburgh University, plus the UK Energy Research Centre, estimate the size of the UK market could be up to 150 million tonnes of CO2 a year: over 30% of our 2010 CO2 target of c. 470 mt CO2. 150 mt would be worth about £2bn (if the price of carbon is set at €17 a tonne, the forward price for 2012). Based on similar assumptions, the world market could be about £150bn. 


Wind projects equal to 8% of UK electricity demand are stuck in planning limbo. 11 GW, more than the output of Drax. Some projects have been stuck for 4-6 years.  

26.2.07. 
Five US generals and admirals will resign if Bush attacks Iran, the Sunday Times learns. This would be unprecedented. The Defense Secretary has repeatedly warned against an attack.


Coal knocked back on emissions in $45bn private equity takeover of Texan energy firm TXU. One of the world’s largest such deals involves reducing the number of planned new coal power stations from 11 to 3, $400m of efficiency investments, and places on the board for environmental campaigners. A clear indication that Wall Street and private equity financiers are starting to take green issues more seriously and that carbon intensity equals risk. The investors, Kohlberg Kravis Roberts and an investment group which includes US investment banks Goldman Sachs, Citigroup and Morgan Stanley, have also promised to promote solar power by offering rebates on photovoltaic equipment. 


London’s Climate Change Action Plan to cut city’s CO2 emissions by 60% within 20 years. 44mt today to 18 mt by 2025: 4% pa. The budget will be £47m in its first year. Mayor Ken Livingstone has set a target of having 25% of the capital’s power provided by CHP by 2025. But figures do not include aviation, which he has not power to constrain. Projected aviation expansion would mean an overall cut of 20% if all the other targets were hit. Energy efficiency advisory service for Londoners will be funded by EST. Ken: “if every lightbulb in every London home was energy-efficient, London could save 575,000 tonnes of CO2 and £139m per year.”

Mild winter prompts China and India to say they have a role to play in tackling climate change. Official comments suggest they and are beginning to put strategies in place for participation in the post Kyoto negotiations.  Both countries now recognise that their massive recent economic growth has been at the cost of energy efficiencies. However, they continue to point to the refusal of US and Australia to sign up to the Kyoto protocol. 


Al Gore wins 2 Oscars for his film An Inconvenient Truth. He is the star of the show at the Oscars ceremony, prompting rumours he will run for the presidency.

36 leading UK property companies set up a Green Building Council. It includes companies such as Lend Lease, Sir Robert McAlpine and Barratt Homes, and aims to look at how the £90bn industry can improve in this area and become sustainable within the next 10 years. They have a combined turnover of £30 bn. Buildings currently account for 50% of the UK’s greenhouse gas emissions, but only 10% of GDP. Peter Rogers of Stanhope, Chairman, calls for a “radical transformation” in the way the industry works.

Governors of five states agree to work together to set a regional emissions-reduction target over next 18 months: California, NM, Wa, Or and Ar, accounting for 11% of US emissions. Arnold Schwarzenegger says if the federal government will not lead, the states will. Of the 5, California has the toughest targets at present: a cut of 25% by 2020. They aim for a cap-and-trade programme across a range of sectors. Seven NE states already target emissions in the utility sector.

 
Iraq Parliament approves legislation handing control of oil fields over to foreign firms as production slips below 2 mbd, less than before the invasion (2.5mbd). A new law, yet to be approved by cabinet, would sign away domestic control. Under the draft oil law, regional administrations will be empowered to negotiate contracts with international oil companies. The contracts will be reviewed by a central government committee in Baghdad, headed by the prime minister. Revenues will be distributed to all 18 provinces based on population size - a concession to the Sunnis whose central and western homeland has relatively few proven oil reserves. Most of Iraq's proven reserves, supposedly of 112bn barrels (2nd or 3rd biggest: reports vary) are in the Kurdish north and Shiite south.
28.2.07. 
Wall Street suffers biggest fall since 9.11 on fears of US & China recession plus Iran attack plus sub prime mortgage market. Dow Jones Industrial Average falls 400 points.


BP CEO flies to Moscow to discuss Kovytka field as Gazprom takeover looks inevitable. TNK-BP is of course calling for a softening of the licence terms, which are impossible to meet, but the Kremlin’s Mr Mitvoi says: “The conditions can be changed only once: you tear up the license agreement and the state sells it off at an auction anew.”


Met Office says UK winter is second warmest on record. The mean temperature is 5.47C. “It is consistent with the climate change message,” a spokesman tells BBC News. “It is exactly what we expect winters to be like - warmer and wetter, and dryer and hotter summers.” 


Al Gore embarrassingly found to have sky-high energy bills at home. Sunday was the Oscars triumph. Monday a neocon group released the figures for his utility bills, which immediately made headlines all around the world.  221,000 kilowatt-hours (kWh) of electricity - more than 20 times the national annual average. Up from 16,200 kWh a month in 2005 to to 18,400 kWh last year. In addition, on average $1,080 (£550) a month on natural gas. Combined electricity and gas bills: almost $30,000. 


Study shows how the war on terror in Iraq has increased terror attacks all over the world. The Centre on Law and Security at the NYU Foundation does a study for Mother Jones magazine including countries such as Russia and India, both of whom have witnessed atrocities carried out as a backlash from the war. Statistics in the report include those revealing the increase in terror attacks taking place around the world: excluding the Arab-Israeli conflict, the number of deaths due to terrorist activity has risen from 729 to 5,420. Iraq is shown to have been the primary cause of the fundamentalist backlash and an undeniable contributing factor in the radicalising of muslims, a link agreed upon by UK security forces. 


UK government paid £57m in benefits to dead people last year, far more than it allotted to microrenewables. This is pensions and income support, and does not housing benefit or council tax benefit.

Kjell Aleklett, responding to CERA, publishes data showing peak in 2010 including unconventional oil. Only 507, or 1% of the total numbers of fields, are giants, but in 2005, these contributed around 60 % of the global production and represented about 65 % of the global ultimate recoverable reserves. Discovery of giants peaked in the 1960s. 
1.3.07. 
Contaminated petrol sold at supermarket petrol stations wreaks havoc with cars all over the UK. The contaminating substance causing the damage was later identified as silicon.


US evangelist Jerry Falwell calls global warming the work of Satan. It is “Satan’s attempt to redirect the church’s primary focus” from evangelism to environmentalism, he says in a sermon.


UK government solar subsidies available for March used up within 75 minutes. At stake was £500k allocation pcm for PV. The government significantly reduces the grant available from £3,000 per kilowatt installed to £2,000.

2.3.07. 
Saudi Arabian oil production down by 8% last year. Pundits debate whether this is due to peak oil or is a strategy to maximise prices. Global production has been stalled around 84 mbd for the past two years. Aramco is reportedly pumping seven million barrels of saltwater a day into Ghawar just to keep production flat. The water cut is significant and growing.
3.3.07 
New legislation could mean all coal-fired power stations built in the EU have CCS ….after 2020. This might be extended to gas-fired power stations too. The EU leaders summit is expected to commit to 12 large-scale pilot projects ……by 2015.
4.3.07. 
Survey for Dispatches TV shows UK government will miss CO2 targets. Building codes are not being enforced. Voluntary fuel efficiency improvements are not being kept to by motor manufacturers. Graduated vehicle excise duty is not high enough to make a difference.


UK Environment Secretary David Miliband calls for UK to have a post-oil economy within 20 years. In a speech at Cambridge University, he advocates the usual policies: cap and trade, road pricing, vehicle emission standards.


Chinese premier calls for cuts in energy use and closure of small coal plants. “We must make conserving energy, decreasing energy consumption, protecting the environment and using land intensively the breakthrough point and main fulcrum for changing the pattern of economic growth,” he says in a speech opening parliament for the new year. Small coal-burning power plants and “backward iron foundries and steel mills” would be shut.

5.3.07. 
More than half the employees in the oil and gas industry will retire within 6 years. Booz Allen Hamilton Study shows the average retirement is 55. And 4.4: US Interstate Oil and Gas Compact Commission (IOGCC): “With the average retirement age for the industry being 55 years, it is obvious that the industry faces a crisis in the next 7 to 10 years as more than half of the employee base leaves the work force,” 
6.3.07. 
BP reserves down by 1 billion barrels except Russia, where TNK reserves rose from 3.9 to 4.5 bb. Total is 13 bb. The company added only 329 mb last year, most from UK reserves enhancement.

7.3.07. 
8 out 10 UK green tariffs criticised by regulator for not going beyond what is legally required anyway. Only Good Energy and SSE’s RSPB Energy scheme get three ticks from Energy Watch. Ofgem is critical because most don’t go beyond the Renewables Obligation. Only 1% of households are on green tariffs and they are not advertised. If the public switched en masse, we could quickly get to 6.7% RE in the mix with new renewable purchases.

8.3.07. 
UK will miss its renewables target with current policies, a Cambridge Econometrics report shows. We will hit 8% by 2010, not 10%. Was 4% in 2005. The British Wind Energy Association (BWEA) says that planning is the problem, with wind farms now taking four years to reach a decision, often a negative one. More than 14 GW of onshore and offshore wind capacity is either consented or in the planning system, more than enough to reach the 10% mark.
9.3.07. 
Europe sets target of 20% GHG cuts by 2020, and 20% renewables in the energy mix. 27 governments at 2 day summit in Brussels set the world’s toughest target, led by Markel despite opposition from France and eastern Europe. The EU will go further, to 30%, if an agreement can be struck with the US and other countries. There will be much haggling now within the Union on burden sharing. All countries will have a target of 10% biofuel in the transport fuel mix by 2020. There is a possibility of a ban on conventional lightbulbs by 2009. The EU average for renewables in the energy mix is 6.5%, with a big range, e.g. Finland at 24% and UK down at 2%. The Commission costs the switch to renewables at €24bn ($32bn, £16bn) to €31bn a year, given an oil price of $48 a barrel. There would be no extra cost with oil at $78 a barrel and €25 per tonne of CO2. The programme would add 0.5 percentage points to GDP growth and create 650,000 jobs, Commission says. 
10.3.07. 
National oil companies are more powerful than international companies, industry believes. An FT survey of analysts, bankers, national oil company officials and international oil company executives about the most powerful players in oil and gas shows Saudi Aramco, Gazprom, CNPC, PDVSA, and NIOC ahead of the national companies. 

11.3.07. 
Scientist prominent in climate debunking TV programme claims he was seriously misrepresented. The Great Global Warming Swindle, screened on Channel 4 last week, featured Carl Wunsch, professor of oceanography at MIT, who now claims his views were “grossly distorted.” 
14.3.07. 
REA meet Blair to discuss microrenewables funding. The meeting is sandwiched each side of Iain Paisley and Gerry Adams.


Fear in US Army that gas supply may dry up within 25 years. The Army's assistant chief of staff for installation management writes a memo saying: “Current Army assumption is that natural gas may cease to be a viable field for the Army within the next 25 years based on price volatility and affordable supply availability,” threatening, “the Army's ability to house, train and deploy soldiers.” 


See JL blog 28, 14.3.07., on dysfunctional investment.
15.3.07. 
UK imported oil for every month of 2006 except June. The UK Offshore Operators Association (UKOAA) has long maintained that the UK wouldn’t become an importer until 2010.

Carbon Trust launches first product lifecycle carbon footprint labels. Examples: Walkers crisps (first to use it) (carbon footprint: 75g), Boots Organics shampoo (148g) and Innocent smoothies (294g)

16.3.07. 
Venture capital investments in alternative energy start-ups are soaring. The US National Venture Capital Association says $195m in 18 companies in 2005, and $727 m in 39 in 2006. But oil and gas is also benefiting:  $56m in 14 companies in 2005, and $163 m in 18 in 2006.
17.3.07. 
IPCC leaders hit back after being accused of overstating the problem. Sir John Houghton says the panel had in fact “deliberately underestimated the problem.” He calls global warming a “weapon of mass destruction,” that it is “frightening”, and poses a greater threat than global terrorism. Two meteorologists had counselled against overstated the problem, but when asked by a journalist, one could not name a case where a scientist had overstated the case.
 

Leak shows that BP knew of the risk at Texas City refinery. The Board was told of a link between spending cuts and poor maintenance at oil refinery years two-and-a-half years ahead of the March 2005 blast. 

18.3.07. 
Financial institutions join US business call for deep cuts in US emissions. Investors and Business for Action, including the CEOs of Alcoa, BP America, DuPont, Sun Microsystems and PG&E. 65 signers in all. Funds include Merrill Lynch, Calpers, Allianz and Calvert, with $4 trillion funds under management in all. The letter to President Bush called for a 60 to 90 percent cut in US emissions by 2050.

Royal Bank of Scotland faces a student boycott over fossil-fuel investments. RBS markets itself as the “oil and gas bank”, and announced a record £9 bn plus profit two weeks ago.

19.3.07. 
US government agency finds cost cutting to blame for Texas City disaster. After a two year inquiry, the Chemical Safety and Hazard Investigation Board blames “safety deficiencies at all levels of the BP corporation’’ for the accident and called on the board to appoint an extra member with expertise in safety.

22.3.07. 
British sailors seized by Iran, lifting oil price to the highest so far in 2007. Iranian Revolutionary Guard asserts that they were in Iranian waters. Oil goes to $63.
24.3.07. 
Complaints emerge about auditing of carbon offset schemes for BA and Barclays. Climate Care and fuel-efficient cooking stoves in Honduras. No audit almost two years in of money for over 1,000 stoves.


UK government suspends solar PV grants. Gordon Brown announced an extra £6m for the fund in last week's Budget. But later the same day, DTI officials quietly announced that the scheme was being “restructured” and thus suspended until further notice. The DTI's low-carbon buildings programme, launched last year, has been massively oversubscribed. Monthly allocations of cash, distributed on a first-come, first-served basis, ran out minutes after becoming available. Alistair Darling, Secretary of State for Trade: “There have been problems in meeting that unprecedented demand. We will restructure the scheme to make it work better.”


BP internal investigation finds that tensions at the top fuelled oversight of Texas City failings. John Manzoni, in overall charge, had problems with the then Group VP for refining, and these meant he failed to take the “much deeper dive” that was needed into the state of the facility despite “clear warning signals” from previous accidents.

26.3.07. 
Iran and the US mortgage market head investors’ list of concerns. The stock market has wobbled because of the failures in the US “sub-prime” mortgage market, the Iran hostage depends, and the threat of a US or Israeli air strike on Iran’s nuclear infrastructure hovers still.


A majority of Americans now think global warming is as serious threat than terrorism. 83% now say global warming is a serious problem. 63 percent agree that the United States “is in as much danger from environmental hazards, such as air pollution and global warming, as it is from terrorists.” 75% recognise their own behaviour can help, and 81% feel they have a responsibility to act. 70% say they would be willing to buy solar panels. 43% say preventing GW is a religious duty. 1,000 adults, nationwide, were polled by Yale University.

27.3.07. 
McKinsey study suggests EU could hit 20% cuts by 2020 economically, if efficient technologies are used. The cost will be E 1.1 trillion (£747 bn) over the 14 years. Insulation must come before the cost-heavy solutions such as CO2-free power plants. 


UK “roll to coal” effect – hike in coal use as gas prices rise – has cancelled out “dash to gas” effect – accidental reductions in emissions as gas use rose in the 1990s. 2006 coal emissions went up 6% to 178 tonnes, a WWF report shows.

27.3.07. 
China’s President Hu flies to Moscow as promised oil and gas import pipelines fall behind schedule. This week saw the third state visit to Moscow since 2003. In March 2006, on a visit to Beijing, Putin promised 80 bcm pa through two new pipelines. The project has not moved ahead. Gazprom wants to keep gas from Koyykta for domestic use and supply China from the Far East. Meanwhile, a planned oil pipeline is also deferred, because – as Russian PM Mikhail Fradkov has confirmed - there is not enough oil to fill it. It is due onstream in 2025, but oil output in Siberia must go up by 1 mbd first, which would require $102bn of investment, only 30% of which has been forthcoming so far. This will be a problem. China had 25m cars in 2005, up from almost none ten years ago. 7m were sold in China in 2006. 140m are expected by 2020, more than the US today. It has 50,000 km of roads up from almost nothing in the late 1980s, with 25,000 km to be added over the next 5 years.

Major gas producers explore setting up a gas export cartel: Russia, Iran, Qatar, and Algeria. This is strange, because supplies are tight in Russia and Iran is a net importer despite vast reserves.
28.3.07. 
UK carbon dioxide emissions rose 1.25% in 2006 to a ten year high. Provisional government data chart the rise, mainly due to a move from gas to coal for electricity generation. Emissions of all greenhouse gases in the Kyoto basket were up about 0.5%, but are still on target to be below the target of a 12.5% cut from 1990 by the period 2008-2012. Total greenhouse emissions were equivalent to 658.10 million tonnes of CO2, down about 15% from the 1990 figure of 775.20 million tonnes. Carbon dioxide output rose from 544.2 million tonnes in 2005 to 560.6 million tonnes in 2006. The domestic CO2 target is reduction of 20% between 1990 and 2010, and the figure at end 2006 is a reduction of just 5.25% . David Miliband describes the figures as “worrying.”

US Government Accountability Office says the US needs a plan for peak oil.  This investigative arm of Congress notes that peak forecasts range between now and 2040. “The consequences of a peak and permanent decline in oil production could be even more prolonged and severe than those of past oil supply shocks,” the GAO report says. “There is no formal strategy for coordinating and prioritizing federal efforts dealing with peak oil issues.” 

29.3.07. 
Putin ponders a cap on Russian oil production. From February 2006 to February 2007, Russian oil production increased by over 400,000 barrels per day (b/d), whereas exports remained flat. The excess was needed at home, where Russian car production and sales grew prodigiously in 2006.

30.3.07. 
Swedish analysis of giant oilfields points to early peak. Frederik Robelius PhD thesis published end March. In Peak Oil articles, the world's top four oil fields are often quoted as Ghawar (Saudi Arabia), Burgan (Kuwait), Cantarell (Mexico) and Daqing (China). In Table 6.1, Ghawar and Burgan are ranked first and second, Cantarell is twelfth and Daqing sixteenth (Report 3rd June).
2.4.07. 
Sub prime mortgage lender New Century Financial files for Chapter 11 bankruptcy protection. The carnage begins, althought it doesn’t seem much like it at the time.


EU emissions grew by up to 1.5% in 2006 as the emissions trading scheme flops. Over-generous allocations of emissions allowances are to blame.

US Supreme Court rules that government agencies have power to enforce emissions regulations. The first such ruling finds that the EPA can use the Clean Air Act to enforce vehicle limits, to the disappointment of the White House. 
4.4.07. 
Economist magazine agrees with Castro: US ethanol production is bad. Last week Castro warned that “the sinister idea of turning food into fuel” will result in starvation for many. Corn-based ethanol requires almost as much or more energy to produce as it releases when it is burned. Ethanol made from sugar cane, by contrast, produces far more energy than is needed to grow it, and Brazil has plenty of land available to grow it. 

Mexico’s Cantarell oilfield loses one fifth of its production: has fallen to 1.6 mbd, down from 2.13 mbd at peak in 2005. The Wall Street Journal asks whether this could be part of a bigger picture. “Nearly a quarter of the world's daily oil output of 85 million barrels is pumped from the biggest 20 fields, according to estimates from Wood Mackenzie, a Scotland-based oil consulting firm. And many of those fields, discovered decades ago, could soon follow in Cantarell's footsteps.” Matt Simmons on the discovery of the world’s biggest fields: in the ‘40s-60s eight big fields were discovered able to produce more than 500,000 barrels a day. During the 1970s and 1980s: two. Since then, only one with that potential, Kashagan. Today, only four fields produce at > 1 mbd. Two decades ago, twenty did.

5.4.07. 
German study predicts peak coal around 2025. Energy Watch Group concludes that reserves are consistently overstated. The peak will occur around 30% above today’s production.

IPCC impacts working group releases fourth assessment report. The usual combination of doom-laden headlines and scientists saying officials had watered down the conclusions. This report will join the scientists’ assessment, published in February, and a third report on abatement and adaptation measures, to make the final report, published later this year.
8.4.07. 
Russia failing to replace oil and gas reserves, government official warns. Oil reserves shrank by 7.3 billion barrels from 1994 to 2005. “The proportion of reserves that can be extracted has fallen from 42 percent at the start of the 1990s to 27 percent,” says Sergei Fyodorov, head of subsoil policy at the Natural Resources Ministry, at a conference. BP's statistical review of world energy has put Russia’s (classified) oil reserves at 74.4 billion barrels. “At the current rate of growth in oil production, there won't be enough reserves to keep up,” Fyodorov says. Gas reserves were down by 2.4 trillion cubic meters over the same period, he says. BP put Russia's natural gas reserves at 47.8 trillion cubic meters in 2005.

7.4.07. 
Gas crunch speculation in Gulf press as locals race to meet their own needs. “In ten years' time, you could easily be looking at a deficit of 1.5 billion cubic feet per day in the UAE,” an oil and gas executive tells Gulf Times. BP estimates that the deficit could be 7 bcf by 2015. Regional demand growth of 10th is eating export potential. ODAC contact in the Gulf: “I believe the Gulf is about to run out of gas. The earliest article forecasting this was in about 1997 but it is now going to mainstream media. Due to far greater growth rate particularly of tourism, construction and industry the situation look as if it may become precarious soon. Power cuts in summer would do untold damage to local economies not to mention the dangers to people exposed to +50C in their recently built glass clad vertical solar ovens.” The Burj Dubai tower has more floors than any other buildings in the world. The Emirates Road has 12 lanes. 

9.4.07. 
Lawrence Livermore Lab study study shows trees outside the tropics do not offset warming. In the tropics, trees do three things: absorb carbon dioxide via photosynthesis, promote convective clouds that tend to reflect radiation back into space, but on sunny days tend to absorb radiative heat because of the albedo effect. The last one is cancelled out by the other two, causing a net cooling. At higher latitudes the albedo effect of dark trees compared to non-forest cancels out the cooling effect of carbon dioxide absorption.

9.4.07. 
Insurers launch world’s first flood bond: $150m for those who want to bet against a flood in London. The issue, by Allianz, is oversubscribed by hedge funds and traditional fund managers, and Allianz is considering of a $1 bn bond soon. Insurers already have bonds for earthquake and hurricane risk. “Insurers believe that certain disasters are so unlikely at the same time that they can use one to hedge against the other,” says the FT.

10.4.07. 
UK House Builders Federation slams “gesture politics” of zero carbon building objective.  Roger Humber, strategic policy consultant to the House Builders Association division of the National Federation of Builders, calls Brown’s initiative on the zero-carbon goal as “gesture politics on a grand scale” and says house builders will never be able to deliver zero carbon in the 200,000 homes they are being asked to build each year. He says: “We're now being told: 'You're not in the business to keep prices down to consumers; you're in the business of saving the planet.'”
15.4.07. 
UK tries to raise climate change as an issue in the UN Security Council. Russia, China and US oppose the action. 


Eleven former US army generals co-author report saying climate change is a significant threat to US national security, and urge the Bush administration to do more to counter it.

17.4.07. 
Shell technology join with UK coal entrepreneur to build the biggest CCS station above a coal mine. The entrepreneur, Richard Budge, wants to reopen Hatfield Colliery and build a power plant on the site.

Inquiry to be launched into claims Sellafield kept body parts of dead workers The government announces an independent inquiry into claims that body parts of workers who died in suspicious circumstances at Sellafield and other nuclear plants were taken without consent, over a period back to the 1960s, for medical examination. BNFL admits this but says the practice stopped in the 1990s.
 

19.4.07. 
British Gas sees the future in green energy advice: expects doubled profits from services. The costly giant says it will sell home surveys, and install solar panels and efficiency boilers, as a route to escape low margins: 9% margins compared to “low single digits” for traditional power supply. See Jl blog 30, 20.4.07.

British solar firms lose business and staff as DTI suspension in grants bites. “It's a complete nightmare. I have had to lay four people off and have not had a single order in seven weeks,” says Sean Cavendish, head of Sunpowered. “This stop-start is ridiculous and is frustrating for the whole industry.” “We were getting 20-25 inquiries a week for our systems. Now we are down to three or four. We have not taken any domestic orders for seven weeks,” says Jim Kenney, head of Chelsfield Solar. “The DTI's petulant child approach is ridiculous. I have all these skilled people and am having to redirect them into non-renewable work to save their jobs.” 


National Audit Office criticises Whitehall on climate action in own buildings. The NAO warns that David Miliband's ambitious target for a carbon neutral Whitehall by 2012 and to cut emissions by 30% by 2020 will be impossible to achieve unless changes are made to the £3bn a year spent building and refurbishing government offices. 

20.4.07. 
Norway plans to be the first carbon neutral country, with zero net emissions by 2050. This makes it the number one in the promises stakes. Britain has committed to cut greenhouse gas emissions by 60% up to 2050, California has committed to 80%, and both Sweden and Iceland have pledged to stop oil imports by then. Europe pledges 20% cuts by 2020 and by 30% if others make similar cuts. 
23.4.07. 
China becomes a coal importer for the first time this quarter, despite being number one global producer: at 2.38 bn tonnes mined in 2006, about twice the US, which is number two producer. Mines in southern China have been shut because of accidents, and are too far from markets in the north. Imports are from Indonesia and Australia.
24.4.07. 
Ten US is ten steps from a descent into fascism, Naomi Wold says. She sets them out with the state of play in each. 
26.4.07. 
FT investigation finds many carbon credit schemes are worthless. The regulated market for carbon credits is expected to more than double to about $68.2bn (£34bn) by 2010. The unregulated voluntary sector is expected to reach $4bn. The FT findings included instances of people and organisations buying worthless credits that do not yield any reductions in carbon emissions; industrial companies gaining carbon credits on the basis of efficiency gains from which they have already benefited, brokers providing services of no value, and a shortage of verification.

29.4.07. 
Lafarge reports a fire risk from BP laminates used in its solar PV tiles. Says it needs to inspect and if necessary replace junction boxes at 86 sites across Europe, and 54 of in UK.
30.4.07. 
BP CEO Lord Browne resigns, to be replaced by Tony Hayward. Browne had told a needless lie about how he met his gay lover. He leaves with a £5.3m, a £21.7m pension, and millions of pounds in shares due under an incentive plan. 


Chavez nationalises four large Orinoco projects. ConocoPhilips, Chevron, ExxonMobil, Total, BP and Statoil have had stakes worth more than $15bn knocked out to give Venezuela control.

2.5.07. 
ExxonMobil exploration chief says peak oil is unlikely in next 25 years. Richard Vierbuchen, head of exploration, tells the OTC in Houston that demand will grow to 115 mbd by 2030.

4.5.07. 
IPCC policy group gives an upbeat report on averting climate change – if we tax carbon. Many low-carbon measures are already cost effective and costs of others such as wind and solar are falling fast. 
6.5.07. 
More than 100 Chinese cities are to ban autos for a day. Beijing and Shanghai are among those who will join the first official urban "car-free day", including officials.

7.5.07. 
EasyJet takes Virgin Trains to the ASA over ad saying trains are better than flying. A Virgin marketing campaign claims that a train journey emits three-quarters less carbon dioxide than a comparable trip by air. Easyjet points to a failure to disclose whether its trains use electricity from nuclear power stations. 


Scientists accuse filmmaker of falsifying data in The Great Global Warming Swindle. Eigil Friis-Christensen, director of the Danish National Space Centre, says solar data were fabricated by Michael Durkin. Carl Wunsch of MIT says his comments were edited to be misrepresentative.
9.5.07. 
UK government relaunches LCBP Phase1 grants, but with much reduced funding. The maximum per household is now £2,500, cut from £15,000. As a result, the return on solar PV systems drops to uneconomic levels.  The LCBP was launched a year ago with £12.5m of funding for households, and £50m is available for renewable installation on public buildings. £6m was then added to the £12.5 by Treasury in the budget. 
10.5.07. 
NY state closes coal-fired power plant that failed to limit acid-rain emissions. Mirant was due to spend $100m on scubbers as a result of a lawsuit settled with the state four years ago. It didn’t.
12.5.07. 
Kuwait confirms write-down of proved reserves and announces shake-up of oil sector. Minister Sheikh al-Sabah confirms to the Al-Wasat newspaper that proved reserves are 48 billion barrels, as reported last year by Petroleum Intelligence Weekly, down from an announced 100 billion barrels. But, he says, Kuwait has additional probable reserves of around 150 billion barrels as a result of recent discoveries. He also says that the management has become “flabby” and more young people are going to be promoted. Kuwait can reach 4 mbd up from 2.4 today by 2012, instead of 2020.

14.5.07. 
Rupert Murdoch says he is going to “educate and engage” his readers about global warming. The NewsCorp boss was once a sceptic, but now says he is proud to be green. He was converted by his son, plus Blair and Gore. NewsCorp aims to be carbon neutral by 2010. News International, publisher of UK newspapers, and  HarperCollins will do so by the end of the year. All books published by Fourth Estate are to be printed on recycled paper from 1 July. MySpace is to launch a channel devoted to climate change. Fox television is developing “a solutions-based campaign.” 


China makes progress with emissions limitation in power plants. China now has 80 per cent of the world's state-of-the-art, supercritical boilers in its new coal-fired stations. British coal stations, all of them using out of date technology, do not possess a single such boiler.


American Evangelicals are split on global warming. At Falwell’s 5,000-strong college hardly any students are concerned and faculty say it is a hoax. At another nearby, the reverse is true.


Climate modelers say a failing Gulf Stream is no longer likely to cool Europe. They are backing off the idea of a localised cooling in the North Atlantic because the Gulf Stream slowdown is slower than thought earlier and warming is drowning the effect.

Gas power plant cancelled in Russia because of tight gas supply. The monopoly generator UES wants more gas for its power plants, and Gazprom is not keen to give them more than they are allocated. UES has had to suspend construction of the second $220mn gas generator for the Kaliningrad thermal power plant near St Petersburg.


See JL blog 31, 15.5.07., on the greening of California.
16.5.07. 
Coalition of cities and banks pledge investments of billions for energy efficiency in buildings. 16 of the world’s biggest cities join with five banks in a project to invest billions of dollars to cut urban energy use. The loans and interest will be paid back with savings from reduced energy costs. The banks, Citigroup, UBS, Deutsche Bank, ABN Amro and JPMorgan Chase, will contibute $1 bn each


Saturated Southern Ocean soaking up less carbon dioxide than expected. Measurements since 1981, published in Science magazine, show that the efficiency of CO2 takeup is dropping. As emissions and concentrations have risen, uptake has not kept pace: the Southern Ocean is 30% less efficient as a sink than it was a quarter of a century ago, relative to the amount of CO2 in the air. This effect had been expected by scientists, but not for forty years or so. The reason is thought to be increased windiness as air warms, causing more mixing of water, bringing CO2 rich deep water to the surface where it outgasses. Ocean sinks take up around 25% of all CO2 produced each year. Onland sinks account for some 25%. 

18.5.07. 
Mayors from 34 of the world's largest cities call for climate action.  At the C40 Large Cities Climate Summit in New York, Mayor ken Livingstone of London said, “The fight to tackle climate change will be won or lost in cities. Whatever the discussions between our national governments, as cities we are not waiting for anyone else to move first.” The C40 group includes Bangkok, Berlin, Bogotá, Chicago, Copenhagen, Delhi, Houston, Istanbul, Johannesburg, Mexico City, Rio, Rome, Sao Paulo, Seoul, Sydney, Tokyo, Toronto, and Vancouver. 

20.5.07. 
UK planning shake-up includes creation of an independent commission to make decisions. Ruth Kelly aims to simplify the consent process for vital infrastructure projects, including microgeneration but also airports and nuclear plants.
23.5.07. 
Second Energy White Paper published, including reference to further consultation on nuclear as required by the Greenpeace court ruling. A Guardian/ICM poll shows opponents of nuclear energy narrowly outnumber supporters, by 49% to 44%. The last time the Guardian conducted this poll, in late 2005, 45% backed nuclear energy and 48% opposed it. 62% of men are in favour against 27% of women: so no progress with the public then, though industry has become increasingly positive. E.ON says it is ready to build new plants in the UK and could do so without subsidies. EDF says its goal is one new station by 2017, but the FT says even this could be ambitious. Npower says the UK will need an extra 35GW of new generation capacity, or 20-30 power stations, to replace the old nuclear and coal-fired power stations that will be going out of service. FT: by the time the first planned new nuclear plant comes onstream by 2017 if the industry is lucky, most of the 35GW will long since have been needed. Most will need to be gas, so Britain could be importing 90 per cent of its gas needs by 2020. 

BP drops plan for CCS power station with SSE. They say the Energy White Paper delayed the competition for CCS funding until November, which makes it impossible to pursue their plan. 


Study of where nuclear plants should go warns of need for flood defences and sea walls. Four existing sites - Hinkley Point, Sizewell, Bradwell and Dungeness - were identified as the best candidates for early development in the government-commissioned report.

24.5.07. 
Survey shows huge majority of oil executives favour renewables investment because of declining reserves. A KPMG survey polled 553 financial executives from oil and gas companies in April 2007. 69% say at least 50% of government funding into energy should be directed at the renewable sources sector. 25% say that at least 75%. 82% cite declining oil reserves as a concern. 60% believe the decline is irreversible. 
26.5.07. 
HSBC pledges $100m to fight climate change in biggest ever donation by a UK company. The HSBC Climate Partnership brings together the Climate Group, the Earthwatch Institute, the Smithsonian Tropical Research Institute and the WWF: four organisations seeking to address the global causes and effects of climate change. 


See JL blog 32, 28.5.07., on Labour lack of leadership on renewables.

29.5.07. 
UK government to develop measurement system to allow carbon labelling for shoppers. Ian Pearson, the environment minister, says ministers will work with the Carbon Trust and BSI British Standards to develop a benchmark for measurements over the next 18 months.
30.5.07. 
Ryanair admits backlash against it’s climate stance is hitting sales. Howard Millar, deputy chief executive, says “I am concerned that there is a continuing media campaign and the concern is that people might say 'maybe I will not fly on holiday and maybe I will make a different choice.'” He says there is a “very definite agenda” against the aviation industry over climate change and its reaction to it. Fuel replaced labour as the largest cost for airlines for the first time in 2006. See Jl blog 29, 13.4.07., on Ryanair’s irresponsibility.

George Bush proposes negotiations for biggest emitter nations only. The 15 countries responsible for the overwhelming bulk of greenhouse gas emissions would meet in the autumn with the aim of striking a deal on reductions by end 2008. Blair welcomes it, and it is the first time the US under Bush has accepted the need in-principle for reductions, but many fear a ruse to try and derail Kyoto, and ensure a negative outcome for the Bali Summit in December, when nations are expected to agree to negotiations for a follow-on beyond the 2008-12 Kyoto commitment period. Germany says negotiations within UN are “non-negotiable.”

1.6.07.  
The European solar thermal market grew 47% in 2006, doubling in less than three years. Suppose you were drive past a queue of lorries on a motorway, all carrying heating oil – 820,00 tonnes of it. That is the equivalent of what all Europe’s solarwater heaters save each year. However, this is still <1% of the 50% of EU energy that is heating and cooling. 2006 installations totalled 3million m2 of collectors, or 2.1 GWth. the total capacity in operation at the end of 2006 was 13.5 GWth. National and local policies, and the Russian cutting off of gas supplies to Europe in January 2006, were the main drivers.


Study shows >5 GtCO2 cost-efficient abatement potential by 2030. Vattenfall and McKinseys collaborate to show that e.g. compact fluorescent lighting, which accounts for some 19% of the world's electricity use, has an investment payback of less than a year. So why does low-energy lighting makes up only 30% of Philips's sales?

NASA head doubts global warming. Michael Griffin says he is not sure it is a problem, saying it would be “arrogant” to assume the world’s climate should not change in the future. Jim Hansen and other scientists called the remarks ignorant.

 
UN agency finds malpractice in the validation and verification of CDM emissions projects. Up to 20% of supposed savings under the Clean Development Mechanism are in doubt, especially over “additionality.” Some companies are making huge profits and saving little or no carbon.
2.6.07. 
UK greenhouse emissions in 2005 same as in 2004, the Office for National Statistics reports. ONS figures show 733.5 mt for both years, 9.3% down on the 1990 base year for Kyoto. 

3.6.07. 
Vatican gets a solar roof. The Vatican's chief engineer, Pier Carlo Cuscianna: the €2.5m (£1.7m) scheme will “put the Holy See in the forefront of solar energy technology.” 

5.6.07. 
At G8 Summit, US refuses again to agree climate targets, this time under pressure from Merkel. The German chancellor, is defeated in her bid to persuade the US to agree targets for reducing carbon emissions and stabilising global temperatures. But Bush did promise that the US would work within the United Nations to forge a new global climate change deal to replace the Kyoto protocol in 2012.
6.6.07. 
The world's first commercial tidal turbine is to be installed in Northern Ireland.  Marine Current Turbines (MCT) will install its SeaGen commercial energy system at the mouth of Strangford Lough, where there is one of the fastest tidal flows in the world, beginning in August. 1.2MW.
7.6.07. 
First biodiesel train run by Virgin in UK. The fuel mix which is 20 per cent biodiesel, made from rapeseed, soyabean and palm oil. It can Virgin’s rail CO2 emissions by up to 14 per cent, some 34,500 tonnes less CO2 being emitted, equivalent to taking 23,000 cars off the road. Branson hopes to increase to 100 per cent in the future.
9.6.07. 
IEA warns of global crunch in 5 years, and forecasts faster than expected oil supply drop in UK. UK oil production is set to suffer a dramatic decline from today’s 1.7m barrels a day to just 1.0m b/d in 2012, according to the IEA. The IEA estimates Opec would have to supply about 36.2m b/d in 2012, up from today’s 31.3m b/d. That would reduce the oil cartel’s spare capacity to a 'minimal level' of 1.6 per cent of global demand, down from 2.9 per cent in 2007. The IEA said that supply was falling faster than expected in mature areas, such as the North Sea or Mexico.

Eon says it has reached “five minutes to midnight” in efforts to guarantee UK electricity in the 2010s. The main problem is gas supplies for the growing number of gas plants. 

China considers halting coal-to-oil projects due to worries about energy and expense. The official Xinhua News Agency reports that China “may put an end to projects which are designed to produce petroleum by liquefying coal.” So says an official of the country's top economic planning agency, of the National Development and Reform Commission. “Liquefied coal projects consume a lot of energy, though the successful industrialization of liquefied coal could help reduce the country's dependence on petroleum.” The official also expressed concern about the expense and water demands of such projects. The Chinese government announced plans in March to build Asia's largest facility to make diesel fuel from coal at a cost of 100 billion yuan (US$13 billion; €10 billion). The facility in the northwestern region of Ningxia would be due to start operation in 2020 and with a capacity of 75 million barrels of diesel fuel a year. 
11.6.07. 
IEA revises 2007 forecast up to 86.1 mbd. 2006 was 1.7 lower at 84.4. May supply fell to 84.9 mbd. Oil price is now $68. US supplies are a concern as the driving season starts.
12.6.07. 
World still has 40 years of oil, says BP as usual when it publishes the annual Statistical Review of World Energy. Peter Davies, BP's chief economist, dismisses the arguments of the “peak oil”. “We don't believe there is an absolute resource constraint. When peak oil comes, it is just as likely to come from consumption peaking, perhaps because of climate change policies or for some other reason, as from production peaking.”

13.6.07. 
Exxon now says it never doubted climate change threat. So says Kenneth Cohen, head of public affairs, in London. The world's most profitable company now accepts that U.S. climate policymaking is inevitable and it prefers either a carbon market that would allocate carbon credits solely to upstream suppliers of fossil fuels, such as oil companies – not utilities - or else a carbon tax. “We're very much not a denier, very much at the table with our sleeves rolled up.” He says Exxon still opposes Kyoto, and that opposition was why it funds contrarian groups. He hints that funding may stop. “For you to suggest we should stop funding all groups and Greenpeace to cherry-pick which groups we can fund or not, I reject that.” 
14.6.07. 
Utility executives expecting nuclear share of electricity to rise are in a minority. A PWC survey of 114 companies finds that 48% of executives expect wind power to provide an increasing share of electricity over the next five years, up from just 17 per cent in the same survey a year ago. For nuclear, 45 per expect an increase, up from 19 per cent last year.


Shock in the UK oil industry as Shell puts North Sea assets up for sale. Around 8% of its North Sea output is involved. In a sign of the times in the fast depleting North Sea, Shell also cancelled plans for a new HQ building in Aberdeen.
 

See JL blog 33, on The Apprentice and corporate responsibility.

15.6.07. 
Australia, in grip of long-running drought, finds that global warming is an election issue. Rainfall is about 20 percent down over the last half century, and the flow of rivers has fallen by a staggering 70 percent in recent decades. There have been two El Ninos in quick succession, 2002-3 and 2006-7, with no intervening wet periods. El Ninos pull the normal rain offshore. All of the major cities are now in drought. The Murray Darling basin, an area the size of France and Spain combined, produces 40% of Australia’s food and fibre and is under dire threat. Meanwhile the coal fired power plants that provide 50% of the energy consume 2 tonnes of water in cooling and steam generation for every megawatt-hour produced. Queensland has turned off two of its power stations because of scarcity. Price of electricity has risen (A$30 to A60) Australia is the world’s worst per capita emitter of C02. Perth has built a desalination plant. (24 MW needed to run it, from wind). Sydney is building another. 
18.6.07. 
90% of consumers are sceptical about global warming information from industry & government. A Consumers International and Accountability report shows that more than 40% of consumers distrust what they hear about global warming from businesses and a further 50% do not know whether to believe corporate claims or not. In contrast, 60% trust scientists and almost half who put the same faith in environmental groups such as Friends of the Earth and Greenpeace. Only 22% of consumers trust the reliability of information coming from religious figures, 12% from film stars and 17% trust the media. 2,734 people were surveyed in Britain and America.

Jim Hansen and five other top modellers say the world is in “imminent peril” in latest paper. The article, on trace gases, appears in Philosophical Transactions of the Royal Society. It looks at 400,000 years of records and argues that an “albedo flip” is imminent in the Arctic and has not be considered by the IPCC. The is could cause a “flip” in climate that could “spark a cataclysm” in the ice sheets of Greenland and Antarctica sending sea levels up by several metres this century. “We conclude that a feasible strategy for planetary rescue almost surely requires a means of extracting [greenhouse gases] from the air.” See paper for more.
19.6.07. 
China passes the US as biggest CO2 emitter. 6,200 mt versus 5,800 in 2006 according to the Netherlands Environmental Assessment Agency.  But per capita, this is still only a quarter of the US, and half the UK.
21.6.07. 
Brown and Miliband hold climate consultation with UK business leaders. 100 invited guests at Lancaster House. Gore gives the closing speech, addressing Brown: “So Gordon, I do believe this moment in history is matched by your skills.” Brown becomes PM tomorrow. See notes.


US NAS Report says US may not have much less coal as commonly believed.  The National Academy of Sciences concludes “there is probably sufficient coal to meet the nation’s needs for more than 100 years at current rates of consumption,” the study said. “However, it is not possible to confirm the often-quoted assertion that there is a sufficient supply of coal for the next 250 years.” In some areas, only 5 percent of the coal was recoverable with today’s technology and at current prices. The 100-year forecast is based on current consumption rates, about 1.1 billion tons a year. 

Torrential rain in England causes biblical flooding scenes. People trapped on roofs of cars many miles from the sea. Crisis lasts for weeks from here on. 6.07: thousands of people in the north of England are still homeless.

See JL blog 34, 27.6.07., on catastrophic floods in Midlands.

A car costing only $3,000 comes on the market in India. Currently the vehicle density is 7 per thousand compared to 373 per 1,000 in UK and 477 per 1,000 in US.

22.6.07. 
BP submits to Kremlin pressure and hands Kovykta gas field to Gazprom. TNK-BP sell their 62% stake for $700-900m, a fraction of the value, with an option to buy a 25 per cent stake in the Kovykta project. BP, TNK-BP and Gazprom also create a $3bn joint venture for investments in both Russia and overseas. It looks like ExxonMobil is next in line, with the Kremlin seeking to stop the export of Sakhalin 1 gas to China.

24.6.07. 
Bank of International Settlements warns second great depression could be outcome of credit bubble. “Virtually nobody foresaw the Great Depression of the 1930s, or the crises which affected Japan and Southeast Asia in the early and late 1990s. In fact, each downturn was preceded by a period of non-inflationary growth exuberant enough to lead many commentators to suggest that a 'new era' had arrived”, the bank warns.
25.6.07. 
UAE diverts 50% of the gas meant for enhanced oil production to power production. The summer need for air conditioning is beginning to kick in. 

UK Armed Forces chief says climate change will fuel conflict and terror around the world. Air Chief Marshal Sir Jock Stirrup says: “Just a glance at the map showing the areas most likely to be affected and you are struck at once by the fact that they're exactly those parts of the world where we see fragility, instability and weak governance today. It seem to me rather like pouring petrol onto a burning fire.” al-Qaida has seized upon environmental grievances to justify acts of terrorism, he says, including a 2002 message from Osama bin Laden which attacked the United States for having “destroyed nature with (its) industrial waste and gas” and criticizing it for its refusal to sign the Kyoto Accord.

26.6.07. 
Shell CEO says renewables can only account for 30% of energy supply by 2050, even with major technological breakthroughs. The world needs a "reality check" if it thought it could meet rising demand from developing countries with renewables, he says in a letter to the Times.

Filling stations torched in Iranian rioting as government introduces petrol rationing. Thousands queued outside petrol stations, fighting to fill tanks before a midnight deadline. For the next several months at least, private cars will be limited to 100 litres a month. At least eight Tehran petrol stations are torched in impromptu protests. Because Iran lacks refining capacity, despite record revenues, about 40 per cent of its petrol is imported at international market prices, which are far higher than the 5 pence a litre charged at the pumps. The cost of this fuel subsidy and import policy may be more than £5bn.

28.6.07. 
Fathi Birol speaks out to Le Monde: meeting demand depends on lifting Iraqi production. The IEA’s chief economist says: “If Iraqi production does not rise exponentially by 2015, we have a very big problem, even if Saudi Arabia fulfils all its promises. The numbers are very simple, there's no need to be an expert.”


32 MPs and Lords form Parliamentary peak oil group: the All-Party Parliamentary Group on Peak Oil and Gas. Liberal Democrat MP John Hemming, who has been vocal on this issue since becoming an MP, was elected as Chair, while Colin Challen MP, highly respected for his work on pushing the issue of climate change with the APPGCC, and Lord Robin Teverson took the positions of Vice Chair. Labour MP Austin Mitchell, with 30 years of Parliamentary experience, took the position of Secretary, while Mark Williams, Liberal Democrat MP for Ceredigion, was elected Treasurer. David Drew, Labour MP for Stroud, was also present. 

Personnel and infrastructure problems soar in the tar sands town of Fort McMurray. $25 billion has been invested already, and another $45 bn is slated for the next decade, but Fort McMurray is creaking. Sewage and hospital facilities are at breaking point and with high salaries and boredom, the town is awash in cocaine. In job screening or post-accident tests, about 40% of the workers test positive for cocaine or marijuana. Alberta's rising job-site accident rate (up 17% in two years to 180,000 cases in 2006) may well be due to drug abuse. One contractor says “if I brought in drug testing, I'd lose half my crew—they'd go right over to my competitor.”

Shell and Statoil drop a plan for CCS because it doesn’t enhance oil flow enough to make it viable economically. It would have taken CO2 from a gas fired powers station.
1.7.07. 
LNG development famine ends with Woodside deal selling Pluto gas to Japanese utilities. The deal was signed in July, according to Petroleum Review. The previous final investment decision on an LNG project was 23 months before.


McDonalds UK is to power its trucks with cooking oil from its own operations: all 155 trucks by the end of the year.

Iranians burn fuel stations in Iran in protest over fuel shortages. Iran imports 40% because of underinvestment in refineries, then virtually gives it away at massively subsidised prices. Meanwhile oil revenues hit records. Problems indeed for Ahmadinejad.

3.7.07. 
UK opinion survey shows many still doubtful about severity of climate change. MORI interview of >2,000 shows 56% believe scientists themselves are still questioning climate change and believe there is a live debate going on. Many are not convinced the problem is as bad as the scientists and politicians claim. 45 per cent place global warming at the top of a list of the most serious threats to mankind, but when placed in a national context it comes behind race and immigration, the NHS and crime. “While more than two thirds - 68 per cent - believe we are seeing climate change only 38 per cent thought it would have an impact while more than half - 51 per cent - thought it would have little or no effect. But 90 per cent agree it would have a significant impact on future generations.”


Cross-party MPs committee says governments Climate Change Bill needs to go beyond 60% cuts by 2050.


Argentina admits energy crisis due to gas shortages. President Néstor Kirchner uses the word “crisis” to describe severe shortages that have forced his government to ration gas for factories in order to maintain enough supply for heating homes.
4.7.07. 
Nuclear industry will have to build one new reactor a year for 60 years if it is to make a significant contribution to global warming, a new report says. The Oxford Research Group points out that the highest historic rate [of build]was 3.4 new reactors a year. Only 25 new nuclear reactors are currently under construction, with 76 more planned and a further 162 proposed, most of them unlikely to be built. There are 429 reactors in operation today, many of them near the end of their useful lives.
4.7.07. 
Scientists disprove Great Global Warming Swindle solar warming argument. Solar activity peaked between 1985 and 1987, British and Swiss scientists show. Since then, trends in sunshine, sunspot number and cosmic rays have all been in the opposite direction to that required to explain global warming - while temperatures at the Earth's surface rose steadily by more than 0.3C. 
6.7.07. 
Live Earth concerts on 7 continents watched by 2 billion people. With shows in New York, London, Sydney, Tokyo, Kyoto, Shanghai, Hamburg, Johannesburg, Rio de Janeiro - and even a performance by a band of scientists at a research station in Antarctica. As part of a seven point pledge, Al Gore calls people to demand a moratorium on coal fired power stations.
8.7.07. 
Shell and Rosneft sign pact for joint exploration in Russia. Shell seems undaunted by its experience at Sakhalin 2.
9.7.07. 
IEA hits FT front page with forecast of an oil “crunch” in 2012 and gas problems before the end of the decade. “Oil looks extremely tight in five years time” says the Mid-Term Market Report, and “prospects of even tighter natural gas markets at the turn of the decade”. The IEA forecasts OPEC crude capacity at 38.4 million b/d in 2012, up from an estimated 34.4 million b/d in 2007 but “below OPEC's own estimates of near 40 million b/d for 2010.” An ODAC subscriber says: “Make a note 10 July 2007 was the day they announced Peak Oil was real.”
 

Canada warns other nations to keep their hands off its Arctic oil. PM Stephen Haroer, posing at a naval base in BC: “Canada has a choice when it comes to defending our sovereignty over the Arctic. We either use it or lose it. And make no mistake, this government intends to use it.” He is ordering up to eight military patrol ships. 
11.7.07. 
Diplomatic crisis as Russia refuses to extradite former KGB agent on murder charge. The Foreign Office and Downing Street are furious with the Kremlin following its refusal to extradite Andrei Lugovoi, the former KGB agent suspected of murdering Alexander Litvinenko last November. Tit for tat expulsions are expected.
15.7.07. 
Oil price passes $78, close to record, as Goldman Sachs warns of $95 a barrel in 6 months. Brent crude oil rises to an intra-day high of $78.40 a barrel just below last August’s all-time high of $78.65. Crude prices have risen by 51 per cent since hitting a year-low in January. Goldman Sachs warns prices could hit $95 a barrel within six months without increased production from the Organisation of the Petroleum Exporting Countries. “Total crude oil supply is 1m barrels a day lower than last summer while demand is 1m b/d higher,” the bank says in a report.  Opec again rejects calls to increase its supply. Speculators are part of the problem as is the IEA’s gloomy prediction of a crunch in 5 years.

Tuvaluans, facing the drowning of their island nation, cut their own emissions to try and shame the big polluters into following suit.

Vattenfall nuclear boss fired in Germany after two incidents: a fire at the Krümmel nuclear power station and a short-circuit at Brunsbüttel, another power station also in north Germany. Eon, the German utility, owns 50 per cent of the Krümmel and 33 per cent of the Brunsbüttel power stations, but Vattenfall has responsibility for their operation. Merkel savages the industry.

Russia and UK face return to Cold War as UK expels four Russians in retaliation for Moscow’s refusal to extradite suspected murder of Litvinyenko, Lugovi.

16.7.07. The (un)Happy Planet Index, published today by NEF, suggests more carbon = less happiness. Measurements are made of relative levels of carbon use in 30 European countries, in relation to the physical and emotional well-being of their citizens since the 1960s. Britain is ranked 21st behind Scandinavia, most of Western Europe and even Poland and Romania. Iceland, Sweden and Norway occupy the top three positions.

Shares in clean energy companies soar as solar and wind raise $12.2 bn in first half. The Wilder Hill New Energy Global Innovation Index (NEX) is 30.9 per cent up on the start of the year, against the S&P 500's 6 per cent rise and Nasdaq's 7.8. Wind and solar shares continue to be the drivers, gaining 49.2 per cent and 53.9 per cent respectively in the first half. Venture capital and private equity investment was also up in the half-year to June 30, at $5.4bn (€3.9bn, £2.7bn), compared with $4.8bn in the same period last year. The amount of money raised on the public markets rose 8 per cent to $6.8bn. The average amount raised was $123.6m.


US National Petroleum Council speaks of "accumulating risk” to oil and gas supply. The NPC advocates the toughest possible fuel economy standards for motor vehicles, even though Lee Raymond chairs it. “The world is not running out of energy resources, but there are accumulating risks to continuing expansion of oil and natural gas production from the conventional sources relied upon historically”. These risks, it says, “create significant challenges to meeting projected energy demand”. Turning over the US car fleet takes about 15 years. NPC estimates that the average time between a new production technique in the oil industry being devised and coming into general use is about 16 years. A big oil project can take 15-20 years from exploration to first production.

17.7.07. 
Collapse of Bear Stearns hedge fund investing in subprime investments. The first domino to fall, as it turns out.


Australian PM Howard announces that he will set up an emissions trading scheme if re-elected. He gives no cap, no date, and no national emissions targets. (*And he wont’ be re-elected, in some measure because of his stance global warming).

Ryanair censured by ASA and guilty of “trivialising” the impact of aviation, according to the ED of the European Environment Agency. Its claim that aviation is only 2% of emissions was based on global figures not UK figures (5.5%). In January, it had to concede another claim was false after a BBC investigation: that it had cut its emissions by 50%.


Oil price still at $77, and average UK petrol price nears £1 a litre. The August 2006 records were barely $2 and 2p higher. There are many reasons for this. Note: Exxon has a market cap of half a trillion dollars now.


UK government approves large desalination plant. It will be built at Beckton by Thames Water. Providing water for 1 million, it will be very energy intensive, but will use biodiesel.  


Scientists calculate significant emissions from beef production. A Japanese study shows that producing 1kg of beef results in more CO2 emissions than going for a three-hour drive while leaving all the lights on at home. Over two-thirds of the energy is spent on producing and moving cattle feed. A 2003 Swedish study claimed that raising organic beef on grass rather than feed, reduced greenhouse gas emissions by 40% and consumed 85% less energy.

19.7.07. 
Chairman of US Federal Reserve warns that sub-prime defaults could top $100bn. Sub-prime jitters continue to fuel speculation that more hedge funds were running into difficulties. 


Washington urges OPEC to raise production. Guy Caurso, head of the analytical arm of the US Department of Energy: “We need more [Opec] production in the second half of the year, or we would have very low inventory.” OPEC controls about 40 per cent of global oil production and has already rejected calls for an output boost.


Baseball bat attack on hummer in Washington suburb attracts national media attention in US. People react with rage on both sides of the debate. “One in five people who come by have that 'you-got-what-you-deserve' look,” said friend of the owner. “People tell me that an act of eco-terrorism is considered to be a class-A felony punishable by 20 years in jail and a $100,000 fine,” he said. “That's why the FBI man was here.” A graduate student from the University of Chicago, William Cottrell, is serving 20 years (check) and faces a $3.5m fine for fire-bombing a Californian Hummer dealership a few years ago.
20.7.07. 
Monsoonal rain in UK brings chaos. There are 18 flood warnings, the M40 is closed, 15 London tube stations are shut. More than 100mm of rain falls on Brize Norton in Oxfordshire in 24 hours, double the normal total for the whole month of July. Lifeboats operate far inland. The biggest peacetime military operation in history is launched. Thousands are consigned to emergency shelters overnight. 
24.7.07. 
BP boss Tony Hayward pours scorn on the idea of a merger with Shell, despite bad profits results. “Can Mr Hayward live up to the rhetoric?” asks the FT. “There are a couple of big projects due to come on stream this year - Atlantis in the US and Greater Plutonio in Angola - and two US refineries - Texas City and Whiting - that are slated to be returned to full capacity by next year. BP really needs to meet those deadlines.”


“Prophesies of a new wave of coal-fired generation have vaporized” says Citigroup, downgrading coal stocks. CO2 objections are the root of the problem. As recently as May power companies were predicting 150 new plants. 

BNP campaign on peak oil steps up a gear after recent IEA revelation about an oil crunch within 5 years. The BNP website says: “Most important of all a recognition that the cheap energy era is over will bring the globalisation mania to a grinding halt. Unless self-sufficiency shading towards near total autarky is the inevitable future – hardly an appealing message for the liberal-left mentality which dominates mainstream political thought in the West.”

25.7.07. 
FT reports that development in Dubai may be held up by energy shortages. There have already been power cuts, power plants have been burning oil to meet summer demand, and gas from Qatar may not meet demand by 2012. Some of it needed for injecting into oil wells. A Dubai based ODAC correspondent says on 29th: “power cuts at 50C in the shade well prove great fun for rich retirees in a tax free haven.”

Yet more rain is forecast in the UK’s wettest early summer since records began.  Floods have hit Oxford. In Gloucester, Cheltenham and Stroud, 350,000 people are still without access to mains water for up to two weeks. So, more than a third of a million people are without drinking water, nearly 50,000 people without power, thousands more homeless and damage £2bn and counting. There has been panic buying, and looting. Meanwhile, much of southern Europe is in the grip of withering heatwave.


Shell makes £1.5m an hour in profits in the second quarter. Profits are 20% up this quarter to $7.6bn (3.7 bn), outpacing BP and Exxon. 
26.7.07. 
Volatility in stock markets amid the worst credit conditions for years. Three factors are at work: credit fears, the US housing bubble has burst, plus oil prices. 28th: Fears extend to private equity markets. Bush appears on TV to try and calm the markets. “By appearing on television in an unprecedented group interview, the White House is validating concern about the credit markets,” said Tony Crescenzi, chief bond market strategist with Miller, Tabak and Co. 

Researchers find strong evidence of greenhouse forcing increasing rainfall. Data published in Nature show significantly more rainfall this century, consistent with warmer air holding more water vapour.


BAA takes out punitive injunction to stop a climate camp protest at Heathrow. As a result, members of environment groups could be stopped approaching the airport. Green groups are contesting.

27.7.07. 
US accuses Saudis of lying in documents aiming at undermining the Iraqi Premier. King Abdullah, meanwhile, has unexpectedly criticised the US, describing the Iraq invasion as “an illegal foreign occupation.” 
29.7.07. Brown has asked for 58 day detention. And places “ID security” (identity cards) at centre of counter-terrorism policy. You Gov poll last weeks suggests 74% favour indefinite internment if there are grounds for suspicion.
30.7.07. 
Kazakh government warns ENI it will want better terms as Kashagan costs soar. Technical difficulties mean not $57bn (€41.6bn, £28bn) but $137bn. The start up is now postponed to 2010. Supposedly the toubled supergaint field will eventually produce 1.5 mbd.
31.7.07. 
Oil surges to new record of nearly $79, this time on fears demand will exceed supply in second half of the year. Main reason: inventories at Cushing (the Oklahoma pipeline hub which is the delivery point for the Nymex West Texas Intermediate) dropped to the lowest level in 19 months. There is 20.7 mb in storage where there is capacity for 34.5mb.
1.8.07. 
BAA backtracks on effort to injunct members of National Trust and other groups from approaching Heathrow during the forthcoming climate protest there. The Judge said she was a member of three of the groups. Ken Livingstone says BAA is “out of their skull.”


Russia plants a flag 4km below the North Pole to lay claim to the oil rights. Two mini-subs are used to reach the Lomonosov Ridge, ferried to the pole by a nuclear-powered icebreaker. Canada accuses Russia of a fifteenth century colonial land grab (3rd). Peter Wadhams says that troughs separate the LR from both Greenland and Siberia, concluding that it is probably a fragment of the Siberian shelf pushed away by sea floor spreading (3rd).

Russia threatens again to turn off Belarus gas supply, and Belarus goes to Chavez for a loan to pay the “debt” of nearly half a billion dollars required to keep the taps on. Belarus pays $190m of the 456m (4th)
2.8.07. 
Unusually heavy monsoon rains displace 20 million along the Ganges. 250 are killed in India, Nepal and Bangladesh. Farming and drinking water are severely affected. Refugees suffer fever, diarrhoea, and snake bites. The Indian army is deployed.


Judges should be able to enforce targets in UK Climate Bill, MPs say. A cross party committee reaches the conclusion that courts should be able to compel the PM to set out remedial measures if we fall behind. They also conclude that 60% by 2050 may not be enough, and call for aviation to be included. The Bill currently requires the UK carbon budget to be “at least 26% but not more than 32%” lower than 1990 levels by 2020 as an interim target.

Moscow pressures Exxon-led consortium to sell Sakhalin 1 gas to Gazprom, not China. Demand for gas is growing fast in Russia.

3.8.07. 
BG launches dual-fuel green tariff considered the greenest on offer from the big six. A review by greenhelpline.com has only Good Energy ahead. BG “expects the Zero Carbon tariff to help it expand electricity production from non-polluting sources by 12%, and it has set up an investment fund that will finance the building of further renewable schemes. It says it will also offset all CO2 emissions from the gas and electricity used by householders, and help schools install carbon-reducing measures.”

US House passes energy bill requiring utilities to make 15% energy from renewables by 2020. It also withdraws $16 bn in tax breaks for the oil industry. The bill says the federal government is to be carbon neutral by 2050. The Senate has yet to combine its bill, and Bush is opposed.

4.8.07. 
Thirsty koalas now drinking water from swimming pools in Australia. Howard has had to turn the taps off on farmers in the Murray Darling Basin. Farmers are committing suicide on average once every four days. 

5.8.07. 
Baghdad’s electricity grid on the verge of collapse. The reasons include insurgent sabotage, rising demand, fuel shortages and provinces that are unplugging local power stations from the national grid.

Two weeks of unusual rain bring worst floods in living memory to much of SE Asia. Flooding is now well beyond the Ganges. The death toll is 330, mostly in India and Bangladesh. 20 million need help.


Fox TV takes global warming onboard. The next series of “24” will be carbon neutral and have global warming in the plot. Murdoch is living up to his promise.

Guardian economics correspondent lambasts UK government’s green record. “Last week's news that widening a stretch of the M6 motorway will cost £3bn, or £1,000 an inch, was depressing not just because of the huge sum but for what it says about the government's spending priorities.”


BAA wins injunction to stop climate activists protesting at Heathrow. It covers approach roads and the tube, not the original blanket injunction that would have banned members of National Trust going to Heathrow. 6th: High Court scales it back.

Ethical investment now tops €1,000 bn in Europe. Traditional financial institutions, and brokers, have a growing involvement in SRI.

7.8.07. 
Highways Agency unveils plans to widen the M1 to ten lanes: a 50 mile stretch near Leicester as part of a £2.5 bn scheme.


US farmland soars in price on the back of ethanol boom. States like Illinois, Iowa, and Nebraska the price of a farm is going up fast. Meanwhile house prices crash
9.8.07. 
“Debtonation day”: the global credit crunch begins. The European Central Bank opens its emergency funds and the Fed pumps $24bn of temporary reserves into the US system as banks stop lending to each other. As described in the Bank of International Settlements Annual Report, 2008: “The simmering turmoil in financial markets came to the boil on 9 August 2007. On that day, a number of central banks felt compelled to take extraordinary measures in an attempt to restore order in the interbank market. The disorder was triggered by a freeze on redemptions from a small number of funds that had invested in structured finance products backed by US subprime mortgages of recent vintage. When or where it will end, no one can say with certainty.” 
(F)
10.8.07. 
Credit crisis goes on even after central banks pour $323 bn into global economy: a sum equivalent to a quarter of the UK’s annual economic output, poured in over 48 hours. The FTSE 100 index lost £63bn or 233 points, the biggest fall since March 2003, when the dotcom bubble burst. All this year’s FTSE gains have now been lost.

Canada announces plan to build two military bases in the Arctic. The latest move in the squalid scramble for oil by Arctic nations came after the PM went on a three day visit. Under the Law of the Sea Convention, each country with a coast has sole exploitation rights in a limited “exclusive economic zone,” beyond which mineral resources are controlled by the International Seabed Authority. However each country was given a 10-year period within which to make claims to extend its zone, once they ratify. Norway (ratified in 1996), Russia (1997), Canada (2003), and Denmark (2004) have all launched claims. The US, of course, hasn’t ratified. The UN's ruling on these submissions will determine who gets the right.

Russian polar underwater footage found to have been “borrowed” from the film Titanic. Shown on Russian TV, and reproduced around the world on TV channels as real footage from below the North Pole, a 23 year old Finnish boy spots where there had really come from. “I've heard they don't always tell the truth in Russia, but I didn't think they could have screwed it up that badly,” he says.


See JL blog 35, 11.8.07, on PV’s potential.

11.8.07. 
Climate protest camp set up near Heathrow. The protests are scheduled to last a week and 1,500 are expected.


Nuclear heat makes oil-shale explitation by in-situ refining realistic, says nuclear engineer: Charles Forsberg of MIT, quoted at length in the Oil and Gas Journal.
 (L)

12.8.07. 
IEA warns that Middle East runs the risk of becoming a net fuel importer. Rapid economic expansion, high summer temperatures, and too few refineries have power-rationing during peak hours in Kuwait and the United Arab Emirates, where industrial users are reportedly turning to coal and rolling blackouts have occurred in the emirates of Abu Dhabi and Sharjah. 


Leaked report shows officials are briefing ministers that UK can never hit renewables target of 20% by 2020. They forecast 5%, not 20%, based on current policies. “As there is little or no CCS projected by 2020, that is not taken into account.” Recommendations for “statistical interpretation of the target” include counting nuclear as renewable. 
13.9.07. 
UK housebuilders try to stop local government requiring renewables onsite. They want the Merton Rule outlawed and seem to be receiving a sympathetic hearing from government.
14.8.07. 
Chinese win an auction of two Siberian oilfields and the right to build a pipeline to China. The Chinese National Petroleum Corporation won the auction with Rosneft, the state oil company, for two oilfields close to the Chinese frontier. The Russian energy minister says the short spur line to China, a branch from the main line to the east coast, should be operational by late 2008.


Gazprom deal with Total over Shtokman reduces the oil major to a mere service provider. In probably the worst deal ever signed by an oil major, Total may not even be able to book the reserves.

Eminent Russians welcome global warming. Billions of dollars will be saved on heating and there will be fewer cases of depression, so says Vladimir Klimenko, a professor at the Moscow Energy Institute, a lab funded by the state-run oil and gas company. Agriculture will blossom, and watermelons could grow in Moscow. Konstantin Pulikovsky, head of Russia's environmental regulatory agency: “For our great northern country, I don't today see any imminent problems for the next 100 years.” 


Lawsuits seeking reparation for global warming damage proliferate. Property owners in Mississippi are now seek damages from oil and power companies including Exxon and Duke Energy over damage to properties by Hurricane Katrina.


Around a quarter of British complacent on global warming, and >30% oppose air travel tax. A DEFRA poll suggests that c.25% agree with statements such as: “It takes too much effort to do things that are environmentally friendly” and “I don't believe my behaviour and everyday lifestyle contribute to climate change.” An Independent poll shows 44% support a tax on air travel for environmental reasons.
15.8.07. 
FTSE falls below 6,000 after big falls in Asian markets overnight. As traders panic on the trading floors, economists ask “what crisis?” Their belief in the “real economy,” and that this is a just a necessary correction, continues. America’s biggest mortgage firm, Countrywide Financial, is fighting for its life.

First direct action by the Heathrow climate camp. Protestors chain themselves to the gates at Biggin Hill, where corporate jets land. Much speculation about what the main camp actions will be.


WWF takes UK’s Export Credit Guarantee Department to court for funding Sakhalin 2 pipeline. WWF claims it is contrary to Britiain’s ethical foreign policy in promoting global warming and harming whales.


Eon eyes Gazprom deal: stake in a UK power plant for access to gas. The world's largest utility says for the first time that it is considering giving Gazprom stakes in UK power plants as part of talks over partnership in a Siberian gas field, Yushno Rosskoye.


Canadian internet blogger shows NASA made mistakes in calculating US temperature data: 1934 is the hottest year, not 1998. This embarrassing correction, which is to be much used by climate change deniers, changes the global pattern by a mere fraction: a statistically meaningless couple of hundredths of degree for 2 percent or globe. Rush Limbagh: “We have proof of man-made global warming,” he tells his radio audience. “The man-made global warming is inside NASA.” 
16.8.07. 
FT opens an interactive website on the race for oil in the Arctic. Latest: Stephen Harper, Canada’s prime minister, has announced Canada’s intention to spend C$3.1bn (€2.14bn) building up to eight icebreaker naval ships. He also plans to set up additional military bases in the region. Meanwhile Danish and US explorers this week set off to map whether the hotly-disputed Lomonosov ridge is linked to Danish territory. 

Scientists show that Atlantic deep circulation varies significantly over the course of a year. A UK team publishes the first detailed picture of Atlantic ocean currents from instruments strung out across the Atlantic in the Rapid/Mocha (Rapid Climate Change/Meridional Overturning Circulation and Heatflux Array) project.
17.8.07. 
FTSE falls 12.5% and analysts voice fears of a crash (when the market falls >20%). Ratings agencies take a hammering for not warning about the problems loudly enough.

Fed cuts interest rates by 50 basis points as they try to calm the markets (the first of four cuts totalling 250 bp through to January 31st).

18.8.07. 
Flash floods pour into a Chinese coal mine, trapping more than 180 miners with little hope of survival. Official figures show 4,700 miners died last year (more than 12 a day), but independent labour groups put the real toll at up to 20,000 annually, professing that many accidents are covered up (more than 50 a day).
 

Damp British summer causes pine needle blight, resulting 2 million trees feeld: trees otherwise expected to reduce global warming. The Corsican pines affected do well in dry soil, and make up one fifth of British pine plantations.
19.8.07. 
Climate protestors target firms including offsetting companies. Climate Care and the Carbon Neutral are faced with protestors dressed as red herrings.


Iran seeks foreign investment in its oil sector. The retiring oil minister warns that low petrol prices will mean an energy crisis. The government introduced petrol rationing in June in an effort to cut imports. The new minister says boosting production is key. Iran is struggling to meet its OPEC quota. Foreign companies including Repsol and Shell are hesitating because of the probability of sanctions over Iran’s nuclear programme.

Kazakhstan and China agree a pipeline deal. Caspian oil will go to western China. Western governments with great hopes of long-running supply for the Baku-Tlilisi-Ceyhan pipeline, and other access to Europe, have hot competition.
20.8.07. 
Iraq says it will resume oil exports via a pipeline through Turkey. A security force of thousands is being trained to protect it. Sabotage at an average of two attacks a week has stopped exports via northern pipelines since the 2003 invasion. It will have half a million barrels a day capacity.

21.8.07. 
Norwegian oil company sells Kurdistan oil assets to an oil major, perhaps Shell. The price is $700m only, but is an indication of willingness of Big Oil to engage in Iraq.

22.8.07. 
Heatwave in Japan causes to TEPCO to ration power. The utility asks 23 customers in the chemical and non-ferrous metals sectors to cut electricity use as temperatures in the capital hit 37°C and air conditioning goes through the roof. It has had to shut down a nuclear plant damaged by a recent earthquake.

Bank of England figures show that Britain's consumer debt stands at £1,345bn - higher than the size of Britain's annual output of £1,330bn, according to the Office for National Statistics.
24.8.07. 
Energy Intelligence magazine concludes global supply/demand balance are unsure after 2010. Echoing Chris Skrebowski’s conclusions.

UK housebuilders and developers seem to have persuaded HMG to outlaw the Merton Rule.  The Housebuilders Federation and British Property Federation have lobbied hard, but now local authorities, the renewable trade bodies and environmental NGOs are fighting back.

23.8.07. 
Russia cuts oil supplies to Germany. Lukoil instigates a one third cut in supply to refineries without explanation. There is speculation that it could have something to do with Lukoil’s search for European refinery assets.

23.8.07. 
Lee Raymond answers “no comment” to a question about the seriousness of global warming. The ex Exxon CEO is now Chairman of the National Petroleum Council. Also in the MSNBC interview: Q: Do you think the world is running out of oil? A: “The world is not running out of the resource. The problem we're getting into is the question, can we develop it in a timely way, given the constraints we have on the political front, the economic front, and just the time it takes to get things done?”

27.8.07. 
UK draws up plans for a second Thames Barrier. The current one won’t be able to cope beyond 2030 officials fear. The price tag would be £20 bn.


Wheat prices at a ten year high due to bad weather across the globe. Canada, the world’s second-largest wheat exporter, warns that output might be almost 20 per cent below last year’s levels. Wheat prices for December delivery surged to a record $7.54 (€5.50, £3.70) a bushel. In Europe, wheat prices have nearly doubled from €130 ($177.8, £88) to €237 a tonne this year. Bakeries across France are expected to raise the price of the baguette by about 5 cents in the coming weeks. We should recall that discontent over record bread prices helped spark the start of the French Revolution more than 200 years ago. 

Kazakhs stop work at Kashagan for 3 months pending investigation of customs evasion and environmental mismanagement. ENI informed the Kazakh government in June that they had over-run by on costs by $19bn and couldn’t produce before 2010 (startup was due to be 2005, but has been serially delayed). The government, in echoes of Sakhalin 2, is furious. The oil, of which there may be as much as 30 billion barrels, is laden with poisonous sulphurous gases in a high pressure reservoir. As oil prices rise Kazakhstan has become dissatisfied with a contract that gives it only an 8.33 percent stake in the field through its national oil firm, KazMunaiGaz, and 10 percent of the project's revenue. 

Unsold homes rise by 5% in US housing crash, and house prices fall across Europe in the wake of the sub-prime mortgage crisis. The unsold home tally is the worst for 16 years. But the worst of the sub-prime shake out is yet to come, analysts say.

Saudis begin recruiting for a 35,000-strong oilfield protection force to be ready in 2-3 years. The current Saudi army is only 75,000 strong. 5,000 currently protect the 80 oil and gas fields and 11,000 miles of pipeline.


UK Liberal Democrats aim to ban petrol cars by 2040. Ten point plan on climate includes 30% zero-carbon power by 2020.


Weather records tumble. In the past 14 months the UK has seen the hottest July, the hottest April, the wettest June, the hottest autumn, the hottest spring, and the second-hottest winter since records began. We have also seen the hottest single month, and - by a considerable margin - the hottest single 12-month period (April 2006-April 2007). Now we are on the brink of seeing the wettest British summer (June, July and August) since records were first kept for the United Kingdom in 1914. (31st: confirmed).

US oil boss warns of “serious future gas shortages,” saying “the world has a natural gas problem.” With plenty of gas in storage and a mild summer, natural gas prices in the USA have been falling over the past few months. But according to ConocoPhilips CEO Jim Mulva this is a ‘current glut’ that could disappear with the onset of winter. The USA and UK may then find themselves bidding for the same spot LNG cargoes.

28.8.07. 
USGS cut in Greenland oil estimate, while increasing gas, suggests Arctic may gas prone. The conclusion is “significantly less” oil than estimated in 2000. From 47 bbl down to less than 9 bbl. 

Russian oil tycoon flees country as Kremlin accuses him of tax evasion. A Moscow court sanctions the arrest Mikhail Gutseriyev, owner of Russneft, in a case echoing the Kremlin's onslaught against Yukos.
29.8.07. 
Record upstream oil industry investment led to just 2% increase in global oil and gas reserves in 2006, 1% for oil. Report by John S. Herrold and Harrison Lovegrove & Co. suggests worldwide upstream investment rose 45% to a record $401 billion in 2006 (in a year of record oil and gas profits of $243 bn), while proved reserve volumes increased only 263 billion barrels of oil equivalent (2%). Without 1.9 bb from the tar sands the industry would have produced more than it found
31.8.07. 
Ecuador offers to leave Amazonian oil in the ground if rich nations pay $350m a year: half the estimated revenue. A historic proposal.
x.9.07. 
Israel bombs an alleged nuclear plant in Syria with which the North Koreans were allegedly helping. Fears grow about an attack on Iran.
1.9.07. 
Moscow considers wheat export ban as prices rise. Bread prices are rising at home ahead of elections in December. Russia is the fifth biggest exporter. Ukraine, Indonesia and other food exporters are also reining in.


Pre-Bali agreement reached by 158 countries in Vienna: industrialized countries to cut by 25 percent to 40 percent of their 1990 levels by 2020.
2.9.07. 
Kashagan costs rise from $57bn to an estimated $136bn, over the full 40 years of the project, which would make it the most expensive industrial project anywhere, ever. It is certainly one of the most difficult ever tackled, being described by one geologist as “mad, bad, and dangerous to know.” Its oil is laced with poisonous hydrogen sulphide. Lying deep below the seabed under huge pressure, it presents the risk of explosion.

3.9.07. 
Kazakhstan will seek $10bn damages from Eni et al for Kashagan delays. So says the deputy finance  minister. The PM says KazMunaiGas should be appointed as co-operator because Eni has proved “incapable of fulfilling some of its obligations” (6th). KMG currently owns 8%. 9th: $19 bn of the eventual $137 bn development costs are already sunk. Eni’s partners are Exxon-Mobil, Shell, Total, Conoco-Phillips and Inpex.


Gazprom steps up pressure on Exxon to drop plans for gas exports to China from Sakhalin 1. The gas is needed domestically, the company says. Russian gas consumption rose 6/7% last year. Meanwhile, China is back in the global gas market, having baulked at signing long-term LNG contracts since its first and last deal, 5 years ago, with Australia.

4.9.07. 
Arctic ice melting at its fastest summer rate ever and will be ice free in 23 years if this continues. An area of the size of Britain melted this week. Sea ice extent is currently down to 4.4m square kilometres (1.7m square miles) and still falling, against a previous record low of 5.3m square kilometres in September 2005. 

Soaring food ingredient costs lead suppliers to say that the days of cheap food are over. Some 15 years of low price inflation has come an end because of demand in the Far East and biofuel incentives, say Premier Foods and others. Wheat has doubled. Food as a proportion of average income is around 10. 7th: UN warns of unrest as a result of food price rises in developing world.
4.9.07. 
Total cuts production targets 20% for the four years to 2010. The company has been hit by problems in Nigeria and Kazakhstan.
5.9.07. 
Scorching winds force downward revision of worst estimate for Australian wheat harvest. Australia is the number 2 exporter after the US. The crop could be 2 mt lower than expected because of the heat in Western Australia. Wheat prices have nearly doubled since April because of weather. Exports were 16 mt in 2005, and only 10.4 in 2006 because of drought. Wine exports face a potential 2/3 drop if the drought continues. 


Poll of US executives shows oil price rise in their top three fears. The others are natural disasters and international terrorism. In a survey by Marsh of 100 CEOs in Fortune 1000 companies, fully half the executives think it unlikely that climate change will have long-term environmental and economic impacts. 


NOAA satellite study shows more than 5% of global gas production is simply flared. Up to 170 billion cubic meters a year with an economic value of $40 billion. 

President of the Reinsurance Association of America warns about climate impact on insurers Frank Nutter points out that a report last year by the Chief Risk Officer Forum, a group of 13 European insurers, warned that "the sheer magnitude of climate change could impact [on] a large number of industries to such an extent that sustainable insurability may ultimately be put into question.”


BBC scraps Planet Relief, a global warming equivalent of Comic Relief, under political pressure. Senior executives say the corporation has to be “even handed.” This is a victory for Michael Durkin, producer of Channel 4’s denierfest “The Great Global Warming Swindle.”
7.9.07. 
SEC begins an investigation of the credit agencies who graded obscure debt instruments. S&P and Fitch are under the microscope for getting fat on fees in the boom years of credit.


“Nuclear power’s new age,” concludes the Economist on its front cover. “In March 1986 this newspaper celebrated “The Charm of Nuclear Power” on its cover. The timing wasn't great. The following month, an accident at a reactor at Chernobyl in Ukraine spread radioactivity over Europe and despair in the Western world's nuclear industry.” “…..The industry became a byword for mendacity, secrecy and profligacy with taxpayers' money.”  “Public opinion, confused about how best to save the planet, seems to be coming round. A recent British poll showed 30% of the population against nuclear power, compared with 60% three years ago. An American poll in March this year showed 50% in favour of expanding nuclear power, up from 44% in 2001.” (L)

Total CEO says world oil production is unlikely to rise above 100 mbd. Christophe de Margerie: “100m barrels [per day] … is now in my view an optimistic case. It is not my view: it is the industry view, or the view of those who like to speak clearly, honestly, and not… just try to please people.”  “We have been, all of us, too optimistic about the geology. Not in terms of reserves, but in terms of how to develop those reserves: how much time it takes, how much realistically do you need.”


Sub-glacial earthquakes under Greenland ice cap increase fears of rapid disintegration. Quakes have been recorded of up to 3 on the Richter scale. An IPCC report author involved says the 4th IPCC report report is out of date, so fast is the acceleration. Sea-level rise this century could be closer to 2 metres. Ice at Ilulissat is moving at 2m per hour – visible to the naked eye: 15 km per year. Enough freshwater is released in a day to supply the biggest city for a year. There are now thousands of moulins giving access to meltwater atop the ice sheet.


OPEC divided on whether to increase supply as winter approaches. OPEC controls 40% of global oil production.


APEC agrees a long-term aspirational greenhouse goal without targets. The 21 countries involved comprise 60% of the global economy. Also, if the Doha round of global trade talks fails, they say, they might go it alone.

9.9.07. 
Investment in clean energy in 2006 totalled $70bn. Perhaps $1 trillion was invested in energy altogether, i.e. clean energy is 7% and rising fast. This year the total will be $100bn at least of which c $20 bn will come from private equity. NEF’s NEX index was 100 in 2003, and now touches 400.

11.9.07. 
Oil price breaks $80 for the first time. The reason this time: US inventories fell by 7 mb last week, much higher than expected, to 322.6 mb.


Saudi Arabia and Dubai plan aluminium smelters despite gas shortages. According to the IEA’s “”Natural Gas Market Review 2007”, published in May, the following countries are currently facing gas shortages: Oman, UAE (includes Dubai), Iran, Saudi Arabia and Kuwait. Gas consumption in the Middle East and North Africa as a whole is expanding at some 7.4% a year (world 2.6% p/a).

Volkswagen eschews need to go green at annual show. Showcase cars are mostly low mpg and messages centre on power. Meanwhile the heads of Renault and Nissan says climate change poses the biggest threat of the century to car industry.


Wheat tops $9 a bushel for the first time. One bushel can make about 73 loaves of bread. The Australian drought is the main reason.

Toxic chemicals blamed for dominance of female births in the Arctic. The ratio is two to one north of the Arctic Circle. It is skewed to girls for the first time across much of the northern hemisphere, especially US and Japan.

12.9.07. 
Credit crunch turns into a spending squeeze. The UK experiences the first fall in house prices for 2 years. Retailers expect Christmas to be a washout.

13.9.07. 
Northern Rock, UK’s fifth biggest mortgage lender, is bailed out by the Bank of England after the first run on a bank for decades. The bank’s shares plunge 32% as it fails to raise cash except from the “lender of last resort.”

Tory Quality of Life environment report backs taxes on flights, cars, and feed-in law. It meets a predictable response from the Right. The report mentions peak oil as a threat (p.394).

13.9.07. 
US states win the right (vs automakers) to regulate greenhouse emissions for the first time. Vermont wins a landmark victory as a federal judge rules against an alliance of US and European car companies seeking to kill off tough new greenhouse gas standards for motor vehicles. The US Supreme Court recognised global warming and its potentially catastrophic effects upon the environment for the first time earlier this year. Now individual states have the authority “to monitor and regulate emissions” to a tougher standard than the federal one.

15.9.07. 
Bush’s science advisor says unmitigated CO2 could make the planet “unliveable.”  He tells the BBC “The CO2 accumulates in the atmosphere and there's no end point, it just gets hotter and hotter, and so at some point it becomes unliveable.” This is the strongest Bush Administration statement yet. Bush’s Kyoto splinter group meeting is next week.


NY Attorney General  subpoenas 5 energy companies on disclosure of carbon risk from coal. Andrew Cuomo seeks to reveal whether their plans to build coal-fired power plants pose undisclosed financial risks that their investors should know about. He uses the same state securities law wielded by his predecessor, Gov. Eliot Spitzer, to investigate corruption on Wall Street: the Martin Act, a 1921 state securities law that predates the creation of the federal Securities and Exchange Commission. Targets are AES Corporation, Dominion, Dynegy, Peabody Energy and Xcel Energy. Note: about half the country’s electrical generation comes from coal. New capacity will come largely from natural gas for 2-3 years, but coal is projected to be the dominant fuel for new electricity from 2009 onward.

16.9.07. 
Today was the record for Arctic ice retreat: 4.13 m sq km, down from 5.32 in 2005. The National Snow and Ice Data Center (NSIDC) confirms loss of 4.13 million sq km (1.59 million sq miles), shattering all previous satellite surveys, including the previous record low: by an area roughly the size of Texas and California combined, or nearly five UKs. 

Goldman Sachs analysts says oil is likely to hit $85 by year end, maybe $90. It is now 81. The reason: “weak supply growth has pushed the market into a significant deficit.” OPEC announced a half a million barrels a day increase last week: “too little, too late.”


Vatican “becomes first carbon neutral state.” It does this by accepting a donation from a Hungarian company in the form of trees planted. The Vatican has also installed solar panels.

17.9.07. 
Co-ordinated by the world’s central banks: $180bn (£100bn) of extra liquidity made available to banks. 


Joe Farman, discoverer of the ozone hole, criticises rising use of HCFCs as a threat to the Montreal Protocol. The Protocol review meeting is this week. Campaigners call for a ten year phase out. Under its terms, developing countries need not control consumption of HCFC22 (used mainly for air-conditioning equipment) until 2016, and may maintain the 2015 consumption level until complete phase-out by 2040.  HFC23, a greenhouse gas with a global warming potential 11,700 times greater than that of carbon dioxide, is a by-product of HCFC22 manufacture. Says Farman: “In developing countries, this used to be allowed to escape into the atmosphere. Now, any which is trapped and burnt can be counted as a credit for carbon trading under the Clean Development Mechanism (CDM) of the Kyoto Protocol.  In 2005, the destruction of HFC23 accounted for 64% of the value of all CDM projects, and 51% in 2006. It is reported that an Indian chemicals firm (SRF) has so far sold credits worth $96m in the 2006-7 financial year, its second largest revenue stream.” 


Fred Singer publishes a book arguing global warming “is good and not our fault.” The old contrarian is up to same old tricks, blind to everything.


Renewable stocks remain buoyant.  The Nex index of clean energy shares gained 30.9 per cent in the first six months of the year (vs 6.0 per cent for the S&P 500 and 7.8 per cent for Nasdaq). It then lost 15 per cent of its value, then rose again: on September 7 it was 29.4 per cent up on the start of the year. 
ASPO annual conference hears new evidence from industry insiders that peak oil is near. Ray Leonard of Kuwait Energy, ex Yukos head of exploration: The USGS says 700 bb will be found. The recent insider-only Hedberg Conference attendees consensus, which Leonard attended, arrived at a consensus of more like 250 bb, based on 2000-2005 exploration experience. (Siberia 55 bb vs 8 bb, Saudi 136 vs half that. The W. Siberia discovery experience is instructive: the 1st 100 discoveries found 100 bb, 2nd 100 found 40, 3rd 100 found 10, 4th 100 found c 4. As for reserve additions, the Hedburg consensus was 240 bb 1981 – 2005. 20% can come from Tertiary recovery. Extrapolating, we can expect 400-800 bb from reservoir optimization. The biggest potential is in Russia (there is no EOR in W Siberia now, and maybe 60 bb to get) and SA. His conclusion is that there is much more potential from EOR than reserve additions from exploration. There will be an oil plateau, more than than a peak, he believes, because of reserve additions: at 90-100 mbd, in a very high price environment, in 5-8 years (2012-2015).

James Schlesinger: “It will take 15-20 years to introduce carbon capture and storage, if then.” Ron Oxburgh: CCS adds 30% to coal capex and reduces efficiency 10-20%.


IPCC says avoiding 2C increase in global average temperature is “very unlikely.” That means one in ten. Martin Parry: “You cannot mitigate your way out of this problem... The choice is between a damaged world or a future with a severely damaged world.”

ESA reports that the Northern Passage is now open for the first time in history. A lightweight catamaran crewed by a French and Belgian team has just successfully navigated the full length of the 5,150km (3,200-mile) waterway without the aid of an icebreaker. 


EU plans to break up large utilities and limit Gazprom’s ability to take over EU companies. Eon and EDF are targets of Commissioner Piebalgs. Russia threatens to retaliate with limitations on western companies in Russia.
20.9.07.
Worst floods in Africa for a generation. Heavy rains from the Sahel to the Horn are likely to continue according to meteorologists. “We believe at least 650,000 homes have been destroyed, 1.5 million people affected and nearly 200 people so far drowned,” said Elisabeth Brys, at the UN Office for the Coordination of Humanitarian Affairs (Ocha) in Geneva. “This is harvest time for many countries and there are already food shortages.” 

Oil tops $84 for the first time: this time on news of platform shutdowns in the Gulf of Mexico because of storm threat.
22.9.07. 
Vatican announces the Pope is to make climate change action “a moral obligation.” He intends to tour America next April and major on the issue …in election year. There are a billion Catholics in the world.

23.9.07. 
More than half largest 500 companies report greenhouse emissions. The Carbon Disclosure Project's (CDP) fifth annual report finds that 76% of the FTSE 500 companies who responded to its survey have put emissions reduction schemes in place - compared to 48% last year. Some 95% of those who see climate change as a commercial risk have implemented emissions reduction programmes with a specific target and timeline. The 383 top companies who responded to the survey report almost 7bn tonnes of emissions, representing 14% of all global emissions by humans. CDP is a collaboration of more than 315 global institutional investors, with assets totaling more than $41 trillion (£20 trillion). A separate partnership with Wal-Mart Stores is also underway. It will engage Wal-Mart's supply chain to report greenhouse gas emissions, emissions reduction targets and climate change strategies.  

43 shareholder resolutions were introduced at the AGMs of American firms this year, according to the Investor Network on Climate Risk, a coalition of green investors. One motion calling for Exxon Mobil to set targets for emissions cuts won the approval of 31% of shareholders.


BP shares plummet ahead of “dreadful” third quarter results. The usual reaction: Tony Hayward says “[We] will reduce the number of layers from the workers up to the CEO from 11 to about seven.”

23.9.07. Wheat prices hit a new record of $9.42 a bushel as global output estimate is slashed. The International Grains Council reduces its forecast from 607m tonnes to just 601m tonnes and slashes its estimate for Australian output to 13.5m tons: 2m tonnes below the most recent forecast from the Australian government and 9m tonnes lower than last month’s estimate by the ICG.

24.9.07. 
UN leader tells 80 heads of state that emissions must be cut. Ban Ki-moon says at a climate change meeting in NY: “It has been 10 years since the Kyoto protocol was adopted. Yet most industrialised country emissions are still rising and their per capita emissions remain unacceptably high.” Bush and Brown are not present.
24.9.07. 
First US nuclear operating license in 29 years filed in Texas. There are 103 nuclear power plants in the US. They are so old they are being forced to get 20-year extensions on their 40-year operating licenses. They provide 20 per cent of the nation's energy. 17.9.07: James Schlesinger at ASPO: there is only 1 application before the NRC, even with the offer of subsidies. (Nuclear lobbyist at Royal Society later, Dec 07: 4)


HSBC sets up first benchmark climate change index of companies that make money from fighting climate change. There are 300 companies in the index – the HSBC Global Climate Change Index. They have produced nearly twice the profits or returns of other stocks as measured by the MSCI World Index.
25.9.07.
Yemen has ordered five nuclear reactors from a US company. Powered Corporation has signed up to build them over the next ten years.

25.9.07. 
Large majorities in 21 countries believe Man is causing global warming and must act soon. A BBC World Service poll of more than 22,000 people in 21 countries shows this THIS. The results show a great deal of agreement on the issue. An average of 79% of respondents to the BBC survey agreed that “human activity, including industry and transportation, is a significant cause of climate change.”  Nine out of 10 people say action was necessary, with two-thirds of people going further, saying “it is necessary to take major steps starting very soon.”  In no country did a majority say no action was necessary to combat climate change. 

26.9.07. 
UK Government minister welcomes Severn Barrage. The ten mile £15bn scheme could be ready by 2017,  engineering companies believe, displacing 3 nuclear power stations or 18 million tons of coal.


Oil majors spend tens of billions buying back their own shares. ExxonMobil spent almost $30 bn in 2006, and $16 bn in H1 2007. BP spent $15 bn in 2006. Chevron now plans to spend $15bn. They have also been returning huge sums to shareholders. They are supposedly finding difficulty spending their huge cash flows from the high oil price. Why not on exploration, it might be asked?


Lovelock and Rapley propose stimulating oceanic CO2 uptake to save the planet. They want to look at bringing cold water up from the depths in huge pipes to stimulate surface production.

Chinese officials warn Three Gorges dam could prove to be an environmental catastrophe.  Unforeseen impacts are soil erosion, landslides and water pollution. The project is due for completion end 2008.

Sixteen nations convene in Washington at Bush’s request to discuss climate change. An EU Official calls it a cynical process of greenwash that will endeavour to derail the Kyoto process. Representatives attend from Australia, Britain, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, South Korea, Mexico, Russia, South Africa and the US, accounting for more than 90% of global greenhouse-gas emissions. 


Coal breaks $100 a tonne barrier for the first time. Prices have been rising all year as availability has tightened. Freight rates have also broken records, forcing up the delivered cost of coal. In January, prices were around $65.00 a tonne.

Kingspan’s Tom Paul questions role for micro-renewables. At an Architects Journal conference he says the UK micropower “cottage industry” makes claims that could have come from “telly-tubbyland.” “There is no way we can load up on micros just to get to Sustainable Code Level 5 or 6. It’s not competitive or cost-effective.” “Who wants to live in a mini-power station? Is that acceptable to home owners?”
28.9.07. 
Italian electricity and gas authority head warns of winter blackouts. The gas system could crash under pressure if the weather is bad. 

Australian beef industry in crisis as drought bites harder. Cattle are fattened on wheat, barley and sorghum, and the price of grain has gone through the roof.
29.9.07. 
Bush isolated as he advocates no mandatory caps on emissions. He says “energy security and climate change are two of the great challenges of our time,” but advocates only voluntary use of clean coal, nuclear and other low carbon energy technologies.  “It’s a total charade and has been exposed as a charade” says an anonymous diplomat. Meanwhile, in contrast, California has signed a law committing to 25% GHG reductions by 2020, and its three biggest utilities must hit 20% energy from renewables by 2010.
1.10.07. 
Oil industry split on peak oil, report on closed AAPG conference shows. The Hedburg conference on future supply was held last September. Few in the industry agreed with the bullish AAPG assessments, according to Ray Leonard of Kuwait Petroleum. He sees a plateau in 5-8 years at 95-100 mbd. The USGS’s World Petroleum Assessment of 2000 forecast discovery of around 22 billion barrels per year between 1995 and 2025. In the first quarter of that period discovery has averaged just 9 bn bbls annually. Last month the USGS revised down one of its most controversial regional assessments: East Greenland’s oil potential went from 47 billion barrels to just 9 billion.

1.10.07. 
Industry leaders warn of nuclear bottleneck in UK if new programme doesn’t start soon. GE and others worry that big infrastructure projects are taking too many project managers who could be building the new generation of nuclear plants. There could also be a parts bottleneck.


Over the next ten years > 50% of people working in the US utility industry will retire, a survey shows.

UK householders all but give up on micropower grants in wake of BERR revisions. The cap is down from £15k to £2.5k and added bureaucracys mean current uptake would extend the £18.7m for LCBP Phase 1 (only £5.23m spent) for 15 years.
2.10.07. 
Gazprom issues another gas ultimatum to Ukraine. Settle a $6.6 bn bill or else. Pro-western parties have just won an election there.


UK Sustainable Development Commission supports Severn Barrage with caveats. Costing £15 bn it could provide up to 5% of UK electricity. Some 300 turbines generating 8GW would sit in a 10 mile long barrage. Tidal stream should come first, the SDC says. It also could do 5%. The EA says the barrage would breach EU habitats and birds directives, but the SDC disagrees, so long as there is a requirement to create “compensatory habitat.” The barrage should be publicly owned to allow low discount rate so as to finance the compensatory habitat. 
3.10.07. 
Aviva runs ads saying “Our strategy for the future is to make sure there is a future.” Small print: “We’re committing to becoming the first insurer to go carbon neutral.” No more words than that, and a picture of windfarm. 


Oil supply threatened by shortage of skilled staff, CERA says.  The workforce is dominated by people close to retirement and inexperienced graduates. The problem is worldwide, but particularly acute in the ME. Also equipment is a problem, with lead times of up to 18 months and exhorbitant costs. Aramco’s plan, according to the EIA, is to get from 10.5-11 mbd to 12.5 by 2009 and 15 by 2020. There are c.270 rigs in the ME today, compared to 158 in Sept 2000, c.130 in Saudi. The oil and gas industry faces a shortfall of of 15% engineers by 2010, some 5,500 – 6,000 people.

Ukraine strikes a gas deal with Gazprom. Kiev will avoid cuts in supply by paying $1.3 bn by November 1, or so Gazprom says.


Plans for $3bn Saudi aluminium smelter underway despite gas shortage fears. Malaysian infrastructure and energy group MMC Corporation and its partner Saudi Binladin Group partner agree to co-build an aluminium smelter in the Middle East with the Aluminium Corporation of China. As the IEA’s Natural Gas Market Review 2007 points out (p154): “Both Saudi Arabia and Kuwait are also facing gas shortages, as a result of allocations for power generation projects and in the former, petrochemicals.” Saudi Arabia is often thought of as as a potential net gas exporter from the region. However, as the IEA observes, “unconfirmed reports suggest that near and mid-term gas availability even for domestic uses is tight. This has had the impact of delaying supplies of feedstock for planned petrochemical projects and may cause future project plans to be revised. Saudi Arabia has also reverted to the use of oil products for some new power generation, rather than natural gas, in contrast to previous policies favouring natural gas as a means of displacing oil use.” 
4.10.07. 
UN warns that climate change is upon us. Ocha, the UK Office for Coordination of Humanitarian Affairs, has had to issue a record 13 “flash” appeals so far this year, all but one climate related. The emergency relief co-ordinator, UN Under-Secretary-general for humanitarian affairs Sir John Holmes, says the impacts are upon us. Ocha requested $338m, and only $114m of that has come from donors. Donor fatigue may be kicking in.

8.10.07. 
Excavation set to begin on UK’s largest open cast coal pit. At Ffos-y-fran, near Merthyr Tydfil, 1,000 acres excavated down to 600 feet, the pit produces coal that will emit 30m tonnes of CO2. In 2006, planners approved 10 such pits. Eon, RWE npower, Scottish Power and SSE are all planning new coal plants: £20bn worth by 2020. Yet Alistair Darling said in a Parliamentary debate in May that CCS “may never become available.” Certainly there are no commercial plans. Note: the government gave over £200m in subsidies to the coal industry between 2000-4.

9.10.07. 
Brown’s Pre-Budget report has almost nothing new on climate change. To the bitter disappointment of NGOs, and counter to the speech at last month’s party conference where he pledged “to make Britain a world leader in tackling climate change,” the only new measure is a tax on planes.

10.10.07. Cost of UK nuclear cleanup rises 16% to £73 bn. The Nuclear Decommissioning Authority has ramped up its estimate of the cost for UK’s 20 nuclear facilities. Greenpeace puts it at closer to £100m. Earlier this month the NDA halted competitive tendering on the first Magnox contract because of lack of interest. Eon now calls for speed up of nuclear programmes, speaking of a “moral imperative.”


Army Corps of Engineers works on a plan to retreat from Mississippi coast, not rebuild. $40bn should be spent on rebuilding wetlands as storm defence, they argue.


Five states agree a pipeline from the Caspian bypassing Russia. Azerbaijan, Georgia, Ukraine, Poland, Lithuania …all former Communist states. The pipeline sould go from Baku in Azerbaijan to Plock in Poland, across the Black Sea by tanker.

British High Court Judge says that Gore’s film has nine scientific errors. This is response to a protestor who objected to the film being shown in schools. The Judge ruled it can still be shown.

11.10.07. Cement industry calls for CCS.  18 cement companies gather in Brussels. Their industry produces 5% of all global emissions. After water, concrete is the second most used substance on the planet. 44% of all cement is used in China. Cement manufacture requires kilns at 1,500C, fuelled by the burning of coal, and cutting emissions will require CCS.  


BP to cut thousands of jobs as third quarter profits slump 20% despite the high oil price. Up to four layers of management are to go. An organisational restructuring includes incorporating the Gas, Power and Renewables division into the other two: Exploration and production, and Refining and Marketing. Analysts like it because it copies the Exxon model. A separate division will be created for low carbon business. 

12.10.07. Al Gore and the IPCC jointly win the Nobel Peace Prize. The FT thinks this will push the issue into the front row of the US election campaign: front page headline is “Gore prize transforms debate on climate.”

Islamic leaders write a letter to the Christian leaders seeking common understand for survival. A letter addressed to Pope Benedict XVI and other Christian leaders by 138 prominent Muslim scholars from every sect of Islam urges Christian leaders "to come together with us on the common essentials of our two religions", spelling out the similarities between passages of the Bible and the Qur'an. Issued by Jordan's Royal Aal al-Bayt Institute for Islamic Thought following its annual convention last month in Amman. Many of the signatories are grand muftis each with tens of millions of followers. Four British supporters include Cambridge academic Abdal Hakim Murad Winter. 29 pages. Muslims and Christians together make up well over half of the world's population.  “The basis for this peace and understanding already exists. It is part of the very foundational principles of both faiths: love of the One God, and love of the neighbour. …..These principles are found over and over again in the sacred texts of Islam and Christianity. ….The Prophet Muhammad said: ‘None of you has faith until you love for your neighbour what you love for yourself’. In the New Testament, Jesus Christ said: ‘Hear, O Israel, the Lord our God, the Lord is One. / And you shall love the Lord your God with all your heart, with all your soul, with all your mind, and with all your strength. This is the first commandment./And the second, like it, is this: 'You shall love your neighbour as yourself.' There is no other commandment greater than these." (Mark 12:29-31)

14.10.07. Climate change message not getting through on UK high streets, survey shows. More than two thirds of people can’t name a brand taking a lead on climate change, a Climate Group opinion poll shows.

Climate change denier Lord Monckton plans to make a film and send it to schools. The film will be in the style of Gore’s and will be send along with a version of Durkin’s film edited to remove “a few errors”.

15.10.07. Oil price breaks $86 on fears of conflict in Kurdistan. This new record doesn’t make the front page. Turkey seems to be planning an offensive against the Kurds inside Iraq.


Industry insiders voice fears that Qatar may not be able to lift gas exports beyond 2011. As the largest exporter of LNG, that would be a disaster for many plans. The government put a moratorium on new LNG projects in 2005 after fears emerged that the vast North Field was not as productive as originally thought, pending a geological review due to be complete 2010. Industry insiders now fear expensive compression technology will be needed to squeeze out gas. The IEA estimates that Qatar will provide 20 per cent of the global supply of LNG by 2010, and that LNG will account for up to 16 per cent of global gas demand by 2015.


Deforestation speeds up in Amazon as cropland demand increases. President Lula Da Silva’s restraint mechanisms are not working, satellite data show. There was a 200% rise in deforestation in Matto Grosso between May and July 2007. The President of Rural Workers Union in town of Novo Progresso, Agamemnon da Silva Menezes, says that if Bush can invade Iraq for financial interest, who is to stop loggers from invading the rainforest? Where is Lula going to get 30,000 soldiers from to the police his ban, Menezes taunts.
 16.10.07. UK considers claim to Antarctic seabed in case oil exploration should be allowed in future. “This has been under consideration for many years,” an FCO spokeswoman says, which will not affect the ban explicit in the Antarctic Treaty of 1991. “It would be a claim in name only, we wouldn't act because doing any mineral exploitation contravenes the treaty.” 

The five Caspian states meet in Tehran to squabble over how to divide Caspian oil and gas. Much depends on whether the Caspian is a sea or a lake: if the latter, the shoreline divides the spoils, and Iran misses out because Russia and the three former Soviet republics with coastlines (Azerbaijan, Turkmenistan, and Kazakhstan) get most. No agreement was reached.
 Russia and Iran did agree that Lukoil could help out in the Iranian oil sector and Gazprom in the gas sector, developing the South Pars field. Putin also proposed a canal to connect the Caspian and the Black Sea, as a means to combat the Baku-Tblisis-Ceyhan pipeline.

 
UK government warns rising obesity epidemic in the UK rivals climate change. “We are facing a potential crisis on the scale of climate change,” says health secretary Alan Johnson.

18.10.07. T. Boone Pickens, US oil tycoon, says global oil production has already peaked. Last month, Pickens predicted that oil would reach $100 a barrel after falling to $78. On Oct 8th, futures in New York dropped to almost $78.35. 
19.10.07. Oil price breaks $90, once again without making front page news. Chancellor Darling calls on OPEC to lift production. UK motorists may soon face £1 a litre, up from nearly 98p now.


Ten year study in North Atlantic shows oceans are taking up less CO2. 90,000 measurements made for the University of East Anglia on merchant ships show that the uptake halved between mid 1990s and the period 2000-2005. 


Kansas regulator turns down a coal plant solely because of greenhouse gas. Roderick L. Bremby, the secretary of the department of health and environment, says “I believe it would be irresponsible to ignore emerging information about the contribution of carbon dioxide and other greenhouse gases to climate change and the potential harm to our environment and health if we do nothing.” He cites the Supreme Court ruling of earlier this year, Massachusetts v. EPA, which found that carbon dioxide was a pollutant and could be regulated.

22.10.07. German Energy Watch group report puts peak oil in 2006, based on a study of global production. “The most important finding is the steep decline of oil supply after peak.” The rate will be several percent per year. NB: Between 1960 and 1970 the average size of new discoveries was 527 mb per new field wildcat. Over the period 2000 and 2005 this has declined to 20 mb. IHS says the ME has 677 bb of proved reserves, but EWG estimates only 362. Giants are defined as having an ultimate recoverable reserve (URR) of 0.5 bb or more or have produced more than 100,000 b/d for at least a year. There are 507 such fields (i.e. about 1 percent of all known fields) which cover 60-70 percent of known reserves and about 45 percent of current world production (this is based on the work of Frederik Robelius in a PhD thesis finished in 2007 at the University of Uppsalla: all numbers for 2005). Today there are some 43,000 known oil fields.
 
22.10.07. Architect of German feed-in law warns UK is trying to derail EU renewables target. They are lobbying for a certificate scheme, with support from France, which would make feed-in redundant. The German feed-in came in 2000, with parliamentarians aiming to go from 6% in the energy mix to 12% by 2010. They are already at 14% of electricity demand in 2007. They have created 200,000 jobs. Wind power is 30% cheaper than in the UK. Note from German Government study: The cost of the feed-in for all renewable energy technologies was less than €3 a month for the average household in 2007. The PV element was €1. The PV tariff will fall, on current trends, from €c43 today to 22 in 2015.


Worldwide use of drilling rigs flat between Jan 2007 and September 2007. Data in the OGJ show  around 3,100 rigs on average.

23.10.07. BERR intends to tell Brown today that renewables targets should be abandoned. Leaked papers show that Secretary of State for business John Hutton will tell Brown that hitting 20% by 2020 faces “severe practical difficulties.” We should therefore join Poland and “help persuade” Chancellor Merkel to set lower targets before binding commitments are agreed in December. The paper admits the task will be difficult and controversial. BERR calculates that it would take £4 bn to reach 9% (up from 2%) by 2020. The issue is due to be discussed in Cabinet next week.
26.10.07. Oil price crosses $92 as US issues sanctions on Iran. They believe the Revolutionary Guards are active in Iraq. EIA also says US stocks fell by 5.3 mb last week. 


UK government’s aim in North Sea is merely slowing decline from 8-9% to 5%. So says Energy Minister Malcolm Wicks. Last year production was lowest since the first major production year in 1979.


Some British drivers turn to vegetable oil, which is as little as 55p a litre. Diesel now >£1 a litre and petrol 98p.  Older engines (low-pressure engines made before late 1990s) can burn vegetable oil pure or mixed, provided owners don’t mind the chip-shop smell. The tax rules say you can burn up to 2,500 litres a year without being taxed. See www.vegetableoildiesel.co.uk.
28.10.07. Saudi Arabian $600 bn infrastructure investment programme well under way. The $624bn (£304bn, €434bn) was launched in 2006. It will embrace thousands of kilometres of new roads and railways; billions of dollars of water, sewerage and electricity plants; and 4m new housing units over the next decade. $320bn will be needed for housing through to 2020, the kingdom’s investment authority says. McKinsey estimates that infrastructure investment in the kingdom is now 30-35% of GDP, compared to around 17% historically. Note: population is 24m.

30.10.07.
Sadad al-Husseini says peak oil is here: “We are already three years into level production.” Speaking at the Oil and Money conference in London. He says reserves are inflated by about 300 bb and that Saudi Arabia might be able to hit 12 mbd but not much more. Also, Libya's National Oil Corporation chairman Shokri Ghanem, says: “there is a real problem - that supply may not be possible to increase beyond a certain level, say around 100 million barrels. The reason is, in some countries production is going down and we are not discovering any more of those huge oil wells that we used to discover in the Sixties or the Fifties.”


Fears grow of UK energy crisis this winter with 5 nuclear plants out of action. The National Grid warns of a shortfall in electricity-generating capacity and calls for an extra 300 megawatts of power to cover any unexpected surge in demand. Prices are now 40% higher than in continental Europe after news that less gas than expected can be imported through a pipeline from Norway. A vital import plant in South Wales due to be operational this winter won’t be. 5 nuclear plants run by British Energy are out of action due to safety concerns. North Sea gas is depleting faster than expected. 


IEA chief economist says IEA will review use of USGS resource estimates. 2008 World Energy Outlook will look anew at the data that growing numbers of analysts fear build in over-estimation of resources.
1.11.07. 
Listed renewables companies soar in number and value. Citigroup shows there were 20 in 2004 with <$50 bn total market value (solar, biofuels, wind and fuel cells), and 169 by November 2007 (67 of them solar) with almost $180 bn market value. Over $100 bn market value is in solar. Global revenues in the four categories will be around $170 bn by 2015. $38 bn investment went into all renewables in 2005.


Price of oil breaches $96, and is still not on the front pages. ODAC reports an “almost total lack of interest by society.” Prices are still below the $101 high reached in November 1980. Reasons cited by BBC: the weakness of the dollar, Turkey/Iraq, Mexico, Nigeria: nothing at all about the drawing down of OECD stocks, the supply or the infrastructure problems of the industry.

Floods in the Mexican state of Tabasco destroy all crops.  80% of the state is under up to 20 feet of water and half the 2.1m inhabitants have been displaced. 

France announces plan to stop roadbuilding and new airport construction. Environment Monister Jean-Louis Borloo announces that high speed trains and trams will be the focus. This is world’s apart from British plans. 
2.11.07. 
Beijing raises the pump price of petrol and a queue-jumper is shot dead in Henan. The increase (i.e. cut in subsidy) is 10%.


The tiny proportion of UK electricity consumers on a green energy tariff is actually falling. Only 350,000 of 26m households (1.3%) are on green tariffs. But with a third of UK emissions coming from power plants, electricity is the biggest source of emissions. BG’s impressive Zero Carbon dual fuel deal has attracted only a few hundred customers since launching in July. The premium for going zero is only £86 pa. 

FAO warns that a global food crisis is looming as prices soar. We now have 18% food price inflation in China, 13% in Indonesia and Pakistan, and 10% or more in Latin America, Russia and India. Wheat has doubled in price, maize is nearly 50% up on a year ago, rice 20% up. Cereal stocks, declining for more than a decade, now stand at around 57 days, one international crisis away from disaster. 
3.11.07. 
Credit crunch takes first Wall Street boss down as Merrill Lynch CEO resigns.  Stan O’Neal presided over a $7.9 bn write down, and it could grow. UBS CEO has already gone after of $5 bn of failed hedge funds. (Check date).


Allianz sets up a Climate Solutions division to offer financial products addressing global warming.  It will look for investment opportunities and products ranging from insurance to renewable energy fund investment and tradable assets. 

4.11.07. 
Credit crunch is worst ever, economics correspondents fear. Will Hutton says “worst in 30 years” in today’s Observer. Banks are supposed to keep £8 of their own money for every £100 they loan, and are starting to fear each others’ indebtedness, so hold back to be sure of the £8. The Bank of England has now thrown £40 bn to the first UK casualty, Northern Rock, and that could end up as £50 bn. That would be 5% of UK GDP. So much for free-market fundamentalism, Hutton argues. It’s dead now. “Governments will have to devise new forms of regulation and control. Banks may have to be taken into public ownership.” James Doran in the Observer: “What is to stop the devaluation spiral from continuing until the world is forced to admit that the $400 bn or so of debt-related securities sloshed around out there is worth absolutely nothing at all?”

5.11.07. 
Second big-bank CEO casualty: Citigroup CEO resigns. Chuck Prince had said in July that there was no chance of Citigroup being hit: “As long as the music is playing, you’ve got to get up and dance. We’re still dancing.” His write off stands at $5.9 bn. Analysts reckon the final worldwide losses could be $100 bn plus. Alistair Darling warns that the UK has entered “an unparalleled period of financial uncertainty.”


Petrochina replaces ExxonMobil as the biggest quoted company by market cap. Jonathan Stern of Oxford Institute of Energy Studies says that the IOCs are in trouble: “their business model is now highly questionable.” PFC estimates that only 7% of global  oil and gas reserves are freely available to IOCs, with another 16% held by Russian companies, 12% by national oil companies prepared to offer equity access and 65% by NOCs that offer little or no equity access. 

Oil futures trading at $100 soars. Nymex December 2010 call options at $100 a barrel rise to 24,903 contracts, double the level of the start of the year. $120, $160 and even $250 a barrel also rise. There are over 48,000 contracts for $100 oil in December 2007.


A Platts survey shows oil majors’ production falling fast in third-quarter.  Global production of oil liquids at seven majors is down 6% on last year, 664,000 b/d lower: ExxonMobil, BP, Shell, Chevron, ConocoPhillips, Eni and Marathon. 2006 was the third consecutive year in which the major oil companies failed to replace production.


Developers review faltering gas-to-liquids projects: only 6 underway or construction. IEA lists 5 cancelled, or “postponed” (including the 3 in Qatar where there is a moratorium until 2012). 

More than half top 100 UK FTSE firms still do not report plans to cut carbon emissions. Sir Terry Leahy: “Too few organisations - governments or companies - are alert to the challenge climate change poses.” By working with consumers, “we can turn the green movement into a mass movement.”

MORI survey shows environmental protection is top public policy priority. 45% polled say that it should now be the highest priority for business. 80% now say that a company's environmental reputation would affect their purchasing decisions. 40% say that social responsibility is very important to those decisions.


Jim Hansen testifies to the Iowa Utilities Board: coal is the biggest climate problem, he says. He has been in trouble for likening coal trains to the gas chambers of the holocaust. Today he presents the technical reasons why he chooses that analogy.


Swaziland, in the grip of famine, recipient of emergency food aid, is to export biofuels made from cassava, one of its staple crops. The world’s 850 million motorists are increasingly coming into conflict with the 2 billion-plus poor in a fuel versus food competition.

Ryanair boss calls climate change “a middle-class mid-life crisis” as he announces record profits. Michael O’Leary says he can double passengers from 40m last year to 80m five years from now.
6.11.07. 
Oil crosses $98 after Arctic storm hits the North Sea. Facing 11m waves and 110 kph winds, companies are evacuating rigs.


Fathi Birol says we have ten years to turn round global energy policy as the IEA’s World Energy Outlook 2007 is released. The message to the industrialised world is stark. “There is a need for an electroshock. We have to act immediately and boldly.” “China and India are transforming our energy markets. We have a window of opportunity of 5 to 10 years before it becomes unsustainable and irreversible” in terms of greenhouse emissions. In the next year, China on current trends will install 800 gigawatts of power-generating capacity, around as much as Europe now has. To meet oil demand by 2030, OPEC will have to double supply: from 46 mbd now to 61 mbd by 2030.


Sea Shepherd threatens to disrupt iron fertilization experiment off Galapagos. Planktos, a company set up to try and benefit from carbon credits, has put a ship to sea from Florida – Weatherbird 2 - aiming to dump iron in the ocean and see if phytoplankton blooms are stimulated.

8.11.07. 
Big oil find off Brazil relaxes supply fears. It may be 8 billion barrels, which would be 40% of all oil ever found in Brazil, making 20bn in reserves. But as the FT points out, the Supi Tul field will be barely enough to supply China for a year by 2030.
 
As LNG constraints bite, the industry “will need a new Qatar” to meet growing demand, says analyst. The IEA says LNG will need to meet 16% of global gas demand by 2015, but cost impediments, political insecurities, security fears and environmental challenges make this daunting. No final investment decisions for any LNG project were taken in 2006, the first such year since 1998. Some $40bn of gas produced alongside oil is burned off globally as a result of absent networks, mainly in Russia and Nigeria. Qatar faces a moratorium on development and Indonesia, the world’s largest LNG exporter until last year, has also been cutting deliveries because of slower than expected reserve replacement. Says Frank Harris, an LNG expert at Wood Mackenzie, the energy consultants: “Even assuming that the current tightness in the LNG market is worked out in the next few years, the industry needs a new Qatar in order to maintain growth.” 

UK nuclear decommissioning plans in disarray as NDA slows reprocessing at Sellafield. The reason is soaring costs. British Energy’s shares fall 10%. The NDA has a £8.5bn budget from the Treasury for the next three years: not enough, it says, to deal with a total clean-up bill of £73bn, an estimate 16% higher than the one given a year ago. Unions fear lay offs.


Former Shell Chairman says a CCS industry will be worth a trillion dollars one day. Lord Oxburgh says it will be as big as the oil industry. Climate Change Capital calculates that the carbon offset price will be between $40 and 90 per tonne. Maybe 2,000 power plants will be built or revamped in the next 20 years, on current energy predictions. The US may have a commercial CCS plant by 2012. Australia hope to have a demo plant in Queensland by 2011. CCS plants cost around $1 bn. Norway is the only one targeting gas.  
9.11.07. 
Many blame the surging oil price on speculators, but NYMEX traders deny this. On the cavernous trading floor of the NY mercantile exchange, where benchmark prices have surged 45% in six months, a trader summarises the mood: “speculation is less than 10% of the whole price. Geopolitics, technical factors, fundamentals and supply constraints are what really drive the market.” There is already a market to buy and sell at $150. Others seem to disagree that price will ever get that high. Trader Chris Motroni says: “in order to get to levels of $150 or $200 you really need serious instabilitiy in the Middle East – you need a real war.”

Eastern England narrowly escapes a storm surge disaster. Gale force winds coincide with a high tide as was the case in the 1953 disaster. Thousands of homes are evacuated, the government’s emergency committee (Cobra) meets twice, but flooding is not too serious as major defences hold.

10.11.07. OPEC made a record $658 bn (€448 bn, £315 bn) last year. It will probably reach $762 bn in revenues this year. 

Kansas Governor turns down a coal plant licence and is attacked in an ad by power companies. The ad shows Putin, Chavez and Ahmadinejin smiling, and asks “Why are these mean smiling? Because the recent decision by the Sebelius Administration will import more natural gas from countries like Russia, Venezuela and Iran. The choice is simple...clean coal from Middle America versus expensive gas from the Middle East.” 

11.11.07. Saudi oil minister rejects talk of an oil crunch, saying it is harming market. Scepticism is helping speculators and “doing a lot of damage to the stability of the market”. “Why are people so pessimistic?” Saudi Arabia has a production capacity of 11.3m b/d and is pumping only about 9m b/d, he points out, and has a 500,000 bpd field (Khursaniyah) due on early in 2008.


Opec says it will seek assurances from biggest consumers that they will maintain their demand This assurance is needed if they are to yield to pressure to boost investment in production capacity. The call will be made at the third OPEC Summit in Riyadh this weekend. Opec crude oil revenues are set to rise to $658bn this year, an increase of almost 9 per cent from 2006.
12.11.07.
Europe sleepwalking towards gas dependence, Eni Chief Executive says. Paulo Scaroni tells the Financial Times that the emerging depenency on imports is “staggering.” Europe is importing 60% and counting. Currently the main sources are Russia, Algeria and Norway.

13.11.07. Cost of Iraq and Afghanistan now stands at $1.6 trillion (£800 bn). That is $20,000 for every family of four in the US. A congressional committee did the totting up, including indirect costs such as healthcare, interest on debt to finance the military, and oil market disruptions.


Milk, eggs and sugar increasingly unavailable in Venezuela despite oil boom. Basic food vanishes from many shops as imports of luxury goods soar. Price controls are causing shortages, an industry groups says. This is the “oil curse” at work: producers become flooded with cash, which makes it cheaper to import than make.


Saudi oil minister derides “confused” thinking by pessimists on oil supply. On the eve of the third OPEC Summit (first was in 1975), Ali al-Naimi also says SA wants a positive role on climate change, but no “discriminatory” taxes on oil. 


Shell to continue gas hunt in Saudi Empty Quarter despite three dry wells. “We will complete our plan to drill seven wells,” Shell Saudi Arabia Country Chairman Robert Weener tells Reuters “This is an area the size of the UK. You can't just drill three wells and say there's no gas.”  Four consortia of European, Russian and Chinese firms are exploring for gas in Saudi Arabia's Empty Quarter, having been awarded licenses in 2003 and 2004. None has found commercial quantities of gas.
14.11.07. OPEC says high oil price is not a weapon. Secretary-General El-Badri says the high price hurts everyone. The real causes are led by lack of investment in refining capacity and the low dollar. A decision will be taken on whether to lift production in December. $150 bn needs to be invested in OPEC oil fields to meet soaring demand in the next 8 years he says. 
15.11.07. Saudis propose a $1bn oil producers fund to fight climate change: with CCS, not taxes on oil. Few details are provided by them. About 70% of oil is for vehicles and aircraft.
16.11.07. Overall summary of IPCC 4th Assessment Report warns of “catastrophe” unless we act. The main document is released by the UN-Secretary General in Seville. 

17.11.07. Live unwitting broadcast at OPEC summit shows ministerial disagreement as Saudis try in vain to charm journalists by flying them to the Shaybah project. Half an hour of secret conversation was beamed to journalists by mistake after a technican plugged in the wrong cable. The Venezuelan and Iranian oil ministers believe that pricing oil in the weak dollar is damaging the cartel. The Saudis do not want to rock the boat for fear of sending the dollar still lower. 

US utilities make nuclear plans but GE CEO doesn’t fancy their chances much. Three decades after the last plant, 30 are now planned by 20 utilities. The first license application was filed in September (in Texas). GE CEO Jeff Immelt thinks only around a third will be built: “If you were a utility CEO and looked at your world today, you would just do gas and wind. You would say [they are] easier to site, digestible today [and] I don’t have to bet my company on any of this stuff. You would never do nuclear. The economics are overwhelming.” The US has 103 plants, many operating on 20 year extensions of their 40 year operating licenses, supplying 20% of electricity. In its Energy Policy Act, the Bush administration offers incentives to the first companies to build reactors, including tax incentives, federal loan guarantees and insurance should the projects get shut down.

18.11.08. Wall Street Journal warns on front page that oil officials see production limit looming. The old adherents of peak oil, those who believe the peak would come around the half way point, have been proved wrong, the WSJ maintains. “The new adherents - who range from senior Western oil-company executives to current and former officials of the major world exporting countries - don't believe the global oil tank is at the half-empty point. But they share the belief that a global production ceiling is coming for other reasons: restricted access to oil fields, spiralling costs and increasingly complex oil-field geology. This will create a global production plateau, not a peak, they contend, with oil output remaining relatively constant rather than rising or falling.”
 
21.11.08. Time magazine publishes article warning about peak oil ….possibly the first. Since Matt Simmons’s book appeared in 2005, Saudi output has dropped from 9.6 million bbl. a day to 8.6 million, despite rising prices. “Gentlemen, it's nobody's fault, but we've peaked,” says Simmons. “We've got to embrace some conservation practices that are draconian, or we will be at war with each other.”

1.12.07. 
ConocoPhillips submits plan to build gas pipeline from Alaska to Canada and US. A $40bn project, it has been on the drawing board for years, and will require participation of other majors.


Indonesia plants 79 million trees ahead of the Bali climate summit. Meanwhile an illegal logger with a strong case against him walks free from court. 15,000 politicians, officials, activists, journalists, and business people from 190 countries travel to the summit, emitting between 60,000 and 100,000 tonnes of CO2. UN agencies have spent £50,000 offsetting UN emissions.

New Australian PM Kevin Rudd greeted by standing ovation in Bali, having ratified the Kyoto Protocol as the first thing he does in office.


Over $1bn in venture capital goes into North American solar companies, up from $318 bn last year. Of 50 start ups identified, 22 are headquartered in Silicon Valley.

3.12.07. 
Soaring costs mean oil companies need $70 oil in order to maintain profits. To match the returns they made at $30 a barrel just three years ago in 2005, oil companies need a price of $70 today. This is because of the sharp increase in costs and higher government licence fees, so Wood Mackenzie say in a report. The average return on oil exploration projects was just under 15% over the last three years at an average of $70 in real terms.

4.12.07. 
David Cameron launches Tory feed-in policy at Greenpeace’s office. His vision of decentralised energy is now much at odds with the government. He also attacks Labour’s nuclear stance: they haven’t tackled the waste problems and have to do so before there can be competition on a level playing field. 7.12.: David Cameron: “Imagine a Britain where each community is able to meet its own energy requirements instead of relying on a few huge power stations.” Oliver Letwin: “Our costings suggest that by 2020 one million homes and businesses could be producing 2GW [2bn watts] of electricity. That is just a starting point. There is no limit to the scale of what is possible.” 
5.12.07. 
BP does a U-turn over exploiting the tar sands. It invests $5.5 bn over the next 8 years in a joint venture with Husky Energy. BP gets a half share in Husky's Sunrise field, expected to begin production in 2012, for about $3bn. Its expected production will rise to 200,000 barrels per day by the end of the decade. Husky gets half of BP's Toledo refinery in Ohio, where BP will invest $2.5bn by 2015 to allow it to take more Canadian heavy oil. The Sunrise deposit holds some 3.2bn barrels of oil. Under SEC rules BP will be able to book them only gradually, as the deposit is developed.


US intelligence agencies conclude that Iran halted its nuclear weapons programme in 2003. This conclusion, a setback for Bush administration hawks, comes in a National Intelligence Estimate: a collective judgement of all 16 of America's intelligence agencies.

6.12.07. 
Margaret Beckett: “The historical approach of the DTI has always been to squeeze out renewables because we ‘need’ nuclear.” Note: 372 GW of nuclear power in 439 reactors 2007, being 6% of total world power, and 16% of electricity. 34 are under construction, 86 planned, 223 proposed. 1 GtC wedge of C = 700 GW+. <10 GW of the 372 GW is in developing countries. Both nuclear speakers admit it will take at least 10 years to build new reactors. (L: JL notes of a meeting at the Royal Society).

No more than a sheet of paper between nuclear weapons and nuclear power, says Swedish non-proliferation expert at Royal Society. Frank Barnaby: UK has exploded two bombs with reactor-grade plutonium.  6.6.07. ORG factsheet: Jan Willem Storm van Leeuwen (an independent nuclear analyst), shows that supplies of the high-grade uranium ore required to fuel nuclear power generation will, at current levels of consumption, last to about 2034. After that date, recoverable uranium ores would be of such a low-grade that more and more energy (and therefore more CO2 emissions) would be required to produce uranium fuel. (L: JL notes of a meeting at the Royal Society).
10.12.07.
Mexico faces collapsing oil exports unless energy industry is reformed, Government says. The energy ministry releases a report calling for deregulation and better management at Pemex. Its Crude Oil Market Prospectus 2007-2016, finds that if without these changes, crude production will fall over the period from 3.26 million b/d to 2.14 million b/d. With rising domestic consumption, exports would slump from 1.87 million b/d to just 289,000 b/d over the period, a drop of 85%.
 
12.12.07. Saudi oil exports come under pressure as nation drives its own economic expansion. In the next 12 years, Saudi Arabia will spend some $600 bn on industrial cities, seaports, refineries, power plants, aluminium smelters and chemical plants. Per capita oil consumption has risen around 18% since 2000 and is going to continue growing. It was more 32 barrels per person in 2006, the largest in the world, compared to 25 in the US. A big aluminium smelter under construction will consume upwards of 60,000 barrels of oil a day, because the Saudis are turning to crude oil to generate electricity. Saudi Arabian consumption stood at more than two million barrels a day in 2006, up 6.2% from 2005. Production actually slumped by 2.3% in the same period. Saudi and the other Arabian states saw demand jump 3.5%, while total world demand was growing just 0.7%. Gas is not helping. Dry wells in the Empty Quarter contributed to a decision by the King last year to use oil for growing electricity needs. Lehman Brothers have predicted that oil needs in Saudi Arabia, Kuwait, the UAE, Qatar and Bahrain will jump by almost 200,000 barrels a day in 2008 alone. By 2012, the head of the national electric utility estimates that 60% of electricity generation will come from oil (55GW by 2015, up from 31 GW now).
 (L)

All new homes built in Germany will be required to install renewable energy heating systems from January 1st 2009 under a new law called the Renewable Energies Heating Law (Erneubare-Energien-Warmegesetz). The government is allocating 350 million euros [US $517 million] each year in grants for homeowners to install renewable energy systems such as solar panels, wood pellet stoves and boilers and heat pumps. 
13.12.07. Ocean acidification may kill 98% of corals by 2050, scientists conclude. Researchers from Britain, the US and Australia, working with teams from the UN and the World Bank.

14.12.07. US forces EU to drop demand in Bali for 25% to 40% cut on 1990 global emissions by 2020. Meanwhile in the US, at least 25 states and more than 600 cities are committed to emission reductions.  

Chinese CO2 emissions overtake US to become highest in the world in 2006. IPCC 2005 figures (the latest available) C02 global total 28.19 bn tonnes, 28% growth 1005-2005. US 5,957 mt, 13% growth. China 5,323 mt, 87% growth (sic). Germany 844 mt, -4% growth (the only negative growth in the top twenty emitters except Ukraine). UK 577 mt, 4% growth. China increases 9% in 2006 to overtake US, which shrank 1.6%. Per capita emissions: Qatar is highest on 61.94, US 20.14, UK 9.55, global average 4.37. 

15.12.07. US joins Bali compromise deal after a night of drama. Paula Dobriansky, head of the US delegation, at first said the US would oppose calls from developing countries for technological and financial help to combat climate change. This was greeted by a unprecedented thing: a prolonged round of booing by delegates. The US later acceded. Just before, New Guinea’s delegate said: “If you’re not willing to lead, get out of the way.” Cook Islands: “We are merely asking for survival: nothing more, nothing less.” The US also dropped its insistence that developing countries commit to cuts. Angus Friday, Grenada’s Ambassador to the UN and chairman of AOSIS: “We are ending up with something so watered down there is no need for 12,000 people to gather in Bali. We could have done that by e-mail.”
16.12.07. Analysts use satellite imagery to speculate about drilling on Ghawar. Bernstein Research finds drilling on two major expansion developments, not on EOR in existing production areas, and so speculates that the reservews decline is overstated. The Oil and Gas Journal relays the news.
18.12.07.
More injections of cash from central banks: €20bn by the Fed, £10bn by the Bank of England, £249bn from the European Central Bank.

20.12.07. Shell and StatoilHydro abandon CCS project as uneconomic. The gas-fired power project was to have been built at Tjeldbergodden in Norway. It was to capture carbon dioxide from an 860 megawatt gas-fired power station, and then inject it into two offshore oil wells: Shell’s Draugen field and later Statoil’s Heidrun field. Shell says the project cannot happen without require significant public funding. It was launched in March 2006, hailed by Shell as “an important milestone towards our vision for greener fossil fuels”.

21.12.07. UK Ministers ordered to assess climate cost of all decisions. New initiative by Gordon Brown requires a “shadow price for carbon” to be factored into all projects, including road and airport building. Starting at £25.60 for 2007 and rising to £59.60 by 2050, supposedly calculated to allow government to be consistent with the 450-550 ppm target recommended by the Stern Review. (Check: did it?). 

22.12.07. David King proposes that we power UK with nuclear waste. DBERR Chief Scientific Advisor recommends taking the UK’s 60,000 tonnes of high-level radwaste and reprocessing it to extract the 6 tonnes of plutonium and c. 60 of uranium. This would take a £1 bn upgrade of the reprocessing plant at Sellafield, or a completely new plant. A further £1 bn MOx plant would be needed to make reactor pellets. Or the waste could be burned in fast breeder reactors. In this way 60% of UK electricity could be produced until 2060. 
23.12.07. EU scientists propose we burn nuclear waste in reactors to cut terrorism threat. 100 tonnes of plutonium could be burned in a new generation of reactors. The vast bulk of EU plutonium is held at Sellafield, over 100 tonnes of it belonging to UK. Weapons grade plutonium from 50 years of reprocessing sits under 24 hour armed guard. The Sizewell B PWR is the only UK reactor able to burn MOx, and heavy subsidy would be needed to to produce the fuel. 

27.12.07. Shell takes control of large Chinese project to tap methane from coal. Buys a 55% stake in the North Silou project. BP has been active in coal bed methane (CBM) in the US, but this is Shell’s first project. The intention is  to explore until 2010, then five years of development and 20 years of production. No figures given.

28.12.07. Further delays to Finnish nuclear plant. The operator of the troubled Olkiluoto 3 plant, TVO, announces further time and cost delays. The first go-ahead for a new plant for ten years in Europe was given to this project in 2002. Projected completion was 2009, at projected budget €3 bn (£2.2 bn). Projected completion is now 2011 at unknown cost over-run. A big factor has been the difficulty of bringing sub-contractors up to the level required.


Nanosolar begins mass production of solar PV printed on aluminium. They say they can get down to 99 cents (50p) per watt. UK front page headline: “solar energy revolution brings green power closer.”

29.12.07. German experiment shows that distributed power can run a nation.  One of the loudest arguments of those who profess that traditional energy is needed even if renewables markets grow large is that modern nations cannot be powered properly without it. In particular, they say, renewables cannot meet baseload demand. Late last year, a German Economics Ministry-funded experiment showed that distributed power can indeed produce reliable baseload in a secure and reliable manner.  Three companies (including Solarworld) and a university (Kassel) conceived and ran a “Combined Renewable Energy Power Plant”  experiment aiming to show in miniature via what could be done, if the will can be summoned on the national scale to replace both fossil fuels and nuclear power. They linked thirty six decentralised wind, solar, biogas combined heat-and-power and hydropower plants in a nationwide network controlled by a central computer. Using detailed weather data, they turned up the biogas and the hydropower, the latter in the form of pumped storage, whenever necessary to compensate for wind and solar intermittency. The system was scaled to meet 1/10,000th of the electricity demand in Germany, and was equivalent to a small town with around 12,000 households. It worked perfectly, meeting both continuous baseload and peakloads round the clock and regardless of weather conditions. The network was capable of generating 41 gigawatt hours of electricity a year. Over the period of the experiment, 61% of the electricity came from eleven wind turbines (total 12.6 megawatts capacity), 25% from four biogas CHP plants (total 4 MW capacity), and 14% from twenty PV installations (5.5 MW capacity). During the day of the press conference to announce the results, there was no wind at all in Germany and the country was covered by cloud. Extrapolating the results of the experiment suggests that by 2020, 40% of German power demand could be met with wind, solar and bioenergy, and by 2050 100% could be. The current cost of generating electricity from the combined power plant is 13 euro cents per kWh, twice as expensive as conventional electricity. But then the price of conventional polluting electricity is rising fast in Germany, as everywhere else.

30.12.07. SEC votes to liberalise the rules for how reserves are calculated.  The 3-0 vote will allow companies to use up-to-date technology to assess reserves, as well as loosening requirements for disclosure. To be fair, the current rules date back to the 1970s. The SEC will publish a “concept release,” which will then be open to public comment for 60 days. Thereafter the Sec can propose a rule.


DBERR release LCBP allocation figures showing majority of grant funding remains unclaimed. Only £7.5m of the £18m Low Carbon Buildings programme pot for private homeowners has been claimed so far.


European Large Combustion Plants Directive (LCPD) comes into force. Designed to curb emissions of sulphur dioxide and nitrous oxide, it will combine with the second phase of the EU's emissions trading scheme (capping CO2) to pose challenges for generators. Electricity generators and some other coal-fired industrial plants have to decide under the LCPD whether or not to fit flue gas desulphurisation equipment to remove sulphur dioxide and nitrous oxide. If they do, the companies can run the plant like they did last year. If they have not, they can run the plant for only 20,000 hours between now and 2015.


Spanish state of Castile La Mancha hits 40% renewables in energy mix en route to goal of 100% by 2012. The state, population 2m in the centre of Spain, has a 2006 plan to do this. PV would be 15% of the mix in with wind, biomass, and 20% increased efficiency. The plan is captured in a regional law, and the state is already at 40%, mostly thanks to wind. The state is number one in Spanish PV. Around 1 MW of PV is approved every day 1 MW is completed every second day.

1.1.08. 
CCS is quickest way to save emissions, says CCS expert. Jon Gibbins, a carbon capture expert and senior lecturer at Imperial College London, says: “[CCS] is probably the quickest way of making really significant cuts in British CO2 emissions.” The UK government announced the terms of a competition to design and build a CCS demonstration project in November. The plant is intended to be operational by 2014 with  an output of 300MW. Companies including Shell, Scottish and Southern Energy, Conoco-Phillips, Marathon Oil and Centrica favour integrated gasification combined cycle (IGCC) power plants, but this is excluded. John Hutton, secretary of state for business, enterprise and regulatory reform, says “Our analysis shows that post-combustion capture is the most relevant technology to the vast proportion of coal-fired generation capacity globally. A commercial-scale demonstration of this technology, as part of a full CCS chain, opens up huge possibilities, not just for Britain but also for the world.” The EU has mandated that all new power plants must be "capture ready" by 2010, targeting 10 - 12 demonstration projects by 2015. A new coal plant typically costs around £2bn to build, and adding CCS adds around extra few hundred million.
 


James Baker Institute urges oil chiefs to address falling investment in exploration. The big five international oil companies cut exploration spending in real terms between 1998 and 2006, in spite of the rise in oil prices. ExxonMobil, BP, Chevron, Royal Dutch Shell and ConocoPhillips used more than half (56%) of their increased operating cash flow not on exploration but share buybacks and dividends.

2.1.08. 
Oil breaks the $100 barrier for the first time. Front page news in FT and Times. “Oil at $100 threatens to choke the economy,” shouts the Times. 4.1.: Grains hit multi-year highs on anticipation of higher biofuel prices. UK utility bills are hiked more than 10% within three days.


Council approves first coal fired power plant in the UK for 24 years. Medway, a Tory council, approves the £1 bn Eon plant at Kingsnorth, due to be complete 2008. BERR approval is now needed. Seven other new coal plants are on the table.
 


Trees absorbing less carbon as the world warms, study finds. A study of 30 sites in the far north across Siberia, Alaska, Canada and Europe shows that trees have transitioned from net sink to net source progressively earlier over more than 2 decades since 1980. This provides more evidence that the “50% discount on emissions” (the half of annual absorbed by sinks onland and at sea) is weakening. Researchers speculate that the result could partly explain why the rise in CO2 levels in the atmosphere is accelerating. Between 1970 and 2000 the concentration rose by about 1.5 parts per million (ppm), but since 2000 the annual rise jumped to an average of 1.9ppm.
 


In Kansas, the majority of citizens support a state government decision to stop 2 coal plants. On In October 2006, Kansas Department of Health and Environment Secretary Roderick Bremby rejected two plants proposed by Sunflower Electric Power Corp., citing carbon dioxide emissions and global warming as cause of concern. Kansans support this decision by a two-to-one margin, according to a poll today. Three out of four Kansans also want the state to increase its commitment to wind-powered energy. The Land Institute polled 1,000 Kansans.
 


California sues the federal government over right to limit emissions. The state is challenging the EPA’s recent decision to block California rules curbing greenhouse-gas emissions from new cars and trucks. California has the right to set its own standards on air pollutants under the Clean Air Act, but must receive a waiver from the EPA to go ahead. The environmental agency broke denied California a waiver to move forward with its proposed limits on vehicular emissions. Governor Schwarzenegger says: “It is unconscionable that the federal government is keeping California” from adopting new standards.
 
3.1.08. 
UK scientists and economists condemn the UK nuclear consultation. 17 energy economists and several government advisors on nuclear waste condemn the methods used. They say the government asked loaded questions of the 1,000 people interviewed (of whom 44% said that energy companies should be given the option of nuclear, and 36% said no).


Burning many biofuels is worse than using coal or oil, experts say: fewer greenhouse gases, but  higher costs in terms of biodiversity loss and destruction of farmland. A Swiss team study 26 biofuels showing that 21 of them reduce greenhouse-gas emissions by more than 30% compared with gasoline when burned. But almost half of the biofuels, a total of 12, had greater total environmental impacts than fossil fuels. These include US corn ethanol, Brazilian sugar cane ethanol and soy diesel, and Malaysian palm-oil diesel.
 
4.1.07. 
First UK energy bill price rise: npower puts gas up 17.2% and electricity up more than 12.7%. The average household energy bill is now more than £1,000 pcm. 7.1: In a move criticised as populist by the Time, Chancellor Alistair Darling asks the energy companies to justify their price rises.

5.1.08. 
A car costing £1,290 goes on sale in India. Built by Tata Motors, it aims at the Indian middle class, now 50 m but due to be well over 500 m by 2025, according to McKinsey. See also 11.1: If just 10% of motorcycle owners switched to this car 1m extra cars would appear on India's roads a year to join the 13m already there ….around the same number America had at the beginning of the Great Depression in the 1930s.
 

6.1.08. 
UK consumers are being lined up to pay nuclear bills, a government source tells the Guardian. Several energy firms potentially interested in building ten nuclear stations have demanded long term guarantees if they are to put in the c £10 bn investment to build each station. They are asking for a levy on bills, to provide a decommissioning fund. If that proves not enough, presumably the consumer will have to meet the shortfall too. The companies have also demanded a guaranteed minimum floor price for carbon. The government will also build a waste repository with taxpayers funds, in which the energy companies will rent space, so avoiding the full costs of waste disposal. Taxpayers will also have to pay for compensation of local communities where the nuclear waste site is built (almost £1 bn), security at potential sites, transmission of waste, and any update needed to the electricity grid. The National Audit Office says liabilities accrued by the government to date include £70 bn for existing nuclear waste and £5.1 bn in bailouts for British Energy. 


Electricity price rises top German consumers’ lists of concerns for 2008. Germans were among the first to liberalisation, ten years ago, but it has not led to lower prices. Businesses now pay 65 per cent more for their power while households pay 50 per cent more than in 2000. Prices are third highest among the 27 member states.

7.1.08. 
Nymex trades betting on $200 oil within 2008 leap tenfold in the the last two months. The number of contracts is now 5,533. Barclays Capital predicts an average 2008 oil price of $87.40.


Global warming is “changing the world economy,” Worldwatch State of the World report says.   “Once regarded as irrelevant to economic activity, environmental problems are drastically rewriting the rules for business, investors, and consumers, affecting over £50bn in annual capital flows,” says the 2008 annual report. £26bn was invested in renewable energy in 2006, up 33 per cent from 2005. This may reach £33bn in 2007. Carbon trading grew reached around £15bn billion in 2006, nearly tripling on 2005. Companies are lobbying Congress for regulation. DuPont has cut its greenhouse gas emissions by 72 per cent from 1991 levels, saving £1.5bn in the process. 575 environmental and energy hedge funds have been created in the last few years. Clean technology is now the third most popular investment for venture capital, behind the internet and biotechnology. 54 banks, representing 85 per cent of global private project finance capacity, have endorsed a new international standard of sustainability investment, the Equator Principles. Meanwhile, the World Bank calculates that 39 countries had lost five per cent or more of their wealth because of activities related to climate change - whether creation of it, or impacts of it - such as depletion of non-renewable resources, unsustainable forest harvesting, and damage from carbon emissions. For ten countries, the damage ranged as high as from 25 to 60 per cent. There is growing evidence, the report concludes, that the global economy is destroying its own ecological base.


British architect proposes energy islands based on ocean thermal energy conversion (OTEC) to solve energy crisis. Hexagonal modular platforms would house OTEC plants and other renewable technologies including solar, producing electricity and freshwater. The architect, Alex Michaelis, is entering his design for Richard Branson’s $25m Virgin Earth Prize (inventions to solve global warming, to be submitted by 2010).

8.1.08. 
The UK nuclear industry gets what it wants as government announces a cap on decommissioning and waste disposal. The government also proposes to use the planning bill to ensure nuclear projects are speeded up like any other critical infrastructure development, and “strengthen” the EU emissions trading scheme, “so that investors have confidence in a meaningful, long-term carbon price when making decisions.” Hutton has not ruled out EDF’s plea for a commitment to a high price. NB: Government estimates about £2.8bn capital cost for a new 1,600 megawatt power station.

10.1.08. 
Total boss Christophe de Margerie reiterates view that oil production may be nearing its peak. Last year he contricted ExxonMobil and OPEC by insisting that the world would never be able lift production from the current level of 85m barrels per day (b/d) to 100m b/d, much less 120. He means “when supply cannot meet demand,” not the geological peak. Production from existing fields is declining by 5m-6m b/d every year. He is eager to get Total into nuclear. They have taken a 1% stake in Areva. As the Economist concludes the article: “Why would an oil firm want to enter such a controversial field, unless it feels that it is already out on a limb?”

11.1.08. 
British Gas launches fuel poverty initiative: home insulation worth £600 for over 70s. Recipients don’t have to be BG customers. The rest of the Big 6 are expected to follow suit. British Gas estimates that £1 in every £3 currently spent on heating UK homes is wasted due to poor insulation. Part of the CERT scheme, the offer embraces cavity wall and loft insulation. Almost 9m UK homes have uninsulated cavity walls. Some 40% of homes in England either have no loft insulation, or have less than 100mm (3.9in) of heat-retaining material. The Energy Savings Trust estimates around a third of a home's heat vanishes through the walls. Good cavity wall insulation will save around £90 a year on heating bills. Loft insulation 270mm deep will save an average of £110 a year.
 

12.1.08. 
Energy bills soar in the UK as European giants “tacitly collude on price.” Energy Watch says that this is a failure of liberalization. The liberalized UK market initially succeeded. Bills were 40% lower in the UK between 1996 and 2001. But the rash of continental takeovers has combined with soaring oil prices and shrinking gas supply to make UK bills as expensive as mainland Europe or more so. Four out of six UK power companies are now foreign owned (npower by RWE, Powergen by Eon, EDF, Scottish Power by Iberdrola). The European giants tacitly collude to fix prices and hoard gas in Europe, Energywatch alleges, selling on come the cold weather. This problem will get worse. We currently import 10% of our energy, a figure set to rise to 50% in five years. We only have storage for 5% of our gas needs, where Germany and France can store 20%.

13.1.08. 
GE investment in renewables will be a quarter of all its energy investments by 2010. General Electric plans to double investments in renewable energy to $6bn (€4bn) by. Wind, solar, and other renewables will account make up almost a quarter of its total investments in energy and water, up from 10% in 2006. The global renewable energy market is worth an estimated $60bn a year, growing fast.


Kashagan compensation deal agreed between Kazakhstan and ENI et al. There is confusion over the sum though: the government says its it is owed $5 bn in compensation payments for the delays and cost overruns at the project, while the consortium (Eni, Exxon, Total and Shell) suggests a top figure of $2.5bn to $4.5bn. The net present value of the project is around $60 bn.


European Environment Commissioner admits EC did not foresee biofuels problems. Stavros Dimas says it would be better to miss the target than achieve it by harming the poor or damaging the environment.
 

14.1.08. 
EC says it may ban some biofuel crop imports in a draft law due to be unveiled next week. The draft would imports from forests, wetlands or grasslands, and that crops must deliver “a minimum level of greenhouse gas savings,” the exact level of which is still under discussion. The ban would affect palm oil and Brazilian ethanol imports.

15.1.08. 
High oil price means Gulf states foreign assets will top two trillion dollars by year end. The Institute of International Finance said the region’s public and private overseas wealth stood at $1,800bn (€1,211bn, £916bn) at the end of 2007. The GCC’s nominal gross domestic product will be $900bn in 2008, more than double the 2003 figure. Hydrocarbons account for 77 per cent of GCC 2007 export earnings. Oil export receipts reached $381bn in 2007, 8 per cent up on 2006, while natural gas revenues were $26bn in 2007, mostly in Qatar.

16.1.08. 
BP’s chief economist says demand will limit oil production, not supply. Speaking to the UK Parliamentary Group on Peak Oil, Peter Davies says “I believe there is a realistic possibility that world oil production will peak within the next generation as a result of peaking demand….. I think we will run out of demand before we run out of supply. There's a distinct possibility that global oil consumption could peak as a result of climate policies.” “I believe 100 million barrels per day is achievable. This is achievable in resource terms but it does come down to how much investment is going to take place.” However, “valid concerns remain over investment, especially in resource-rich regions.”

17.1.08. Top US media commentators virtually ignore global warming in the US primaries. A League of Conservation Voters study finds that ABC's George Stephanopoulos has asked presidential candidates more than 767 questions, only 5 of which were related to global warming. CNN's Wolf Blitzer asked more than 402 questions, only 5 were about global warming. Other political commentators and reporters have similarly disregarded the issue. Candidates have been asked about UFOs, childhood nicknames or sports teams. (PR US Climate Alliance).

18.1.08. 
CERA study suggests oil production peak will be well over 100 million barrels a day. A study of 800 oilfields with flow rates of >10,000 barrels a day, producing 19 of the world’s 32 bb per year, shows only 4.5% depletion, half the generally assumed rate. Peter Jackson, author, says: “We will be able to grow supply to well over 100 million barrels per day by 2017.” He believes with tar sands the total can be 112 mbd.

20.1.08. 
Israel announces nationwide electric car project aiming to obviate oil within a decade. A private plan with the backing of the President will install 500,000 recharging points and battery-swap stations for electric cars in the next 18 months, halving oil dependence within a few years. Solar plants will be  built to offset the rest of the imports. Project Better Place, a US start-up company, has raised $200m (€137m, £102m) for the initial stages. The rest of the infrastructure and vehicles is expected to cost a further $800m or so. PBP, run by entrepreneur Shai Agassi, likens itelf to the early infrastructure companies that made the widespread use of mobile phones possible. Project Better Place calculates that if Israel's fleet of 2m cars were all electric, they would require 2,000MW of electricity per year, entailing an investment of $5bn in solar plants.
 See LNG world trade map December 2008 Oil & Gas Journal (L)
23.1.08. 
EC unveils ambitious draft climate legislation for Europe ….and UK. 20% of Europe's energy mix would come from renewables by 2020, and Europe's biggest polluting industries would slash their emissions by 21% against 2005 levels by 2020. The aim is to seize clear leadership ground in the post-Kyoto negotiations with a reduction in EU greenhouse gas emissions by 363m tonnes, or 20%, by 2020. The UK’s share as drafted would be a 16% cut in emissions by 2020, and 15% renewables in the energy mix. The scheme would be accelerated to take the cuts to the level of 30% if the remainder of the world signed up for that level of cuts. EU estimate of cost for all this: €3 a week for every European. A contentious part of the package involves 10% of all road fuel in Europe being supplied by biofuels by 2020.
  

OPEC’s 2007 revenues up more than a quarter to $850bn (€583bn, £435bn). 26% rise from $675 bn last year. Saudi Arabia is around a third of this. $850 bn is three times the $258 bn taken in 2000, when the long oil price rise started.

24.1.08. 
Cattle ranching and soy (for cattle feed) fuel first increase in Amazon deforestation in 3 years. Government satellite images show that  between August and December last year at least 1,280 sq miles (3,235 sq kilometers) of rainforest were lost, mainly because of soy planting and cattle ranching. Environment ministry officials profess that the true figure could be as high as 2,700 sq miles (7,000 sq kilometers). For three years before this, the trend had been reversing. As much as 20% of the rainforest has now been destroyed, most of it since the 70s.

Article continues
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25.1.08. 
Peak oil awareness spreading by word of mouth in US, according to Wall Street Journal. A front page A1 article reports dozens of "relocalization" working groups from Maine to Southern California advocating dumping of cars, buying local produce and home working. A 13-member congressional Peak Oil Caucus formed in late 2005. City councils from Bloomington, Indiana, to Portland, Oregon, have passed peak-oil.

26.1.08. 
The most turbulent week in the markets for years. Will Hutton in the Observer: “There was the biggest one-day fall in Wall Street since 11 September, which spilled over into every world stock market and the largest single cut in American interest rates for 25 years as an emergency attempt to stop the rout. A new crisis emerged in an obscure American insurance business (monoline, it is called). To cap it all, there was the £3.7bn bank fraud at Société Générale.” “…An industry that socialises losses while privatising profit, and that has the capacity to create booms and busts alike, has to be as closely regulated as any utility.” “….Underneath their technical names - monoline insurance, derivatives, debt securitisation - lies little more than bookie principles and practice.” 


Survey of 500 major firms shows only one in ten believe global warming is a priority. Accenture canvasses more than 500 big businesses in Britain, the US, Germany, Japan, India and China. For ever one which sees opportunity in climate change, more than two see costs on their business. 80% want governments to take a central role in tackling climate change. Only 5 per cent – and not one in China – regard global warming as their top priority. 

27.1.08. 
EC imposes huge fine on Eon as investigation continues on price fixing cartel. The fine, which could be as much as €280m (£207m), is for damage inflicted to the seal left on an office at the headquarters of E.ON's energy division in Munich during 2006. The office housed confidential documents seized in dawn raids in six countries relating to allegations of price fixing, which the Competition Commissioner has yet to resolve. The EC has the power to fine Eon up to 1% of its €28bn profits.

28.1.08. 
UK government will not hit zero-carbon homes target with current policies, study says. The recently introduced Code for Sustainable Homes is only mandatory for publicly subsidised housing. Housing built with private funds, which is the majority, is exempt. A study published today in the Journal of Environmental Planning and Management shows that the government must make the current "code 6-star rating" (ie zero-carbon standard) mandatory for all new housing - and invest in the technology, infrastructure and knowledge needed to execute – if it is ever to get to zero carbon.
 
29.1.08. 
Cost of UK nuclear decommissioning has risen from £61 bn to £73 bn in just two years, National Audit Office says. The clearing of contaminated sites is already behind schedule, and subject to stop-start as the Nuclear Decommissioning Authority suffers its periodic cash problems. Five sites named as frontrunners for the new generation of nuclear power stations suffered big cuts in their decommissioning budgets in 2007: Bradwell, Dungeness, Berkeley, Hinckley Point and Sizewell.


US CCS flagship project collapses leaving threat of legal action as DOE pulls out.  The FutureGen Alliance is a coalition of power and coal companies that joined with the US DoE in 2005 to announce it would build a virtually zero emissions coal plant. Last month it announced the chosen site for the $1.8 billion, 275-megawatt prototype zero-emissions power plant: Mattoon in Illinois. The DOE, due to cover three-quarters of the cost has become frustrated by costs that have almost doubled, and wanted the announcement delayed until the project could be redesigned and costs reduced. Now it has pulled out. Illinois lawmakers intend to take the DoE to court.

31.1.08. 
Shell’s profits and capital expenditure in 2007 were both records, but production was down 4.5%. Profit was $27.6bn, a European record. Capex was a staggering $25.5 bn and  will rise to $28-29 in 2008. Lombard in FT: “As for "profitability" - rather than profit - analysts point out that cost inflation in the past two years of rising oil prices has curbed oil majors' profitability, as measured by return on capital employed. Returns have been, at best, flat since 2005 and are projected to fall in the years ahead.”
 Output of oil equivalent fell 4.5% to 3.3 mbdoe, blamed on the Sakhalin seizure by Gazprom and a fire in a tar sands development.


Shell oil production down 7% in Q4 2007. Even tar sands production is down. “I've just been reading the Shell results and it looks to me as though we have our first major corporate Peak Oil. A few years back J S Herold did a report which from memory predicted that BP, Shell and Total would Peak in 2007, Exxon in 2008 and Chevron in 2009 among others. …The Shell report shows a year on year decline in boe terms of 3.8% for the fourth quarter and 4.5% for the year. They then claim excluding this that and the other that it was really a 1% rise in the fourth quarter and a 2% decline for the year. That, however, is not the killer because we find that in Q4 gas production was up 10% but oil production was down 14% year on year. I repeat DOWN 14% and for the full year the decline was 7%. This is the first time we've seen a mega-major that looks as though its oil production has peaked. As far as being saved by the tar sands. Shell's tar sands production in 2007 was down by 1%. There seems to me every chance that BP's results will show a similar pattern.”


Chevron CEO talks of a future in energy services. “We're a pretty resilient bunch,” O'Reilly said in an interview with The Chronicle (previously, not today). “We'll be around. We'll be selling energy. We'll be providing energy services. But I'm confident it will be quite different than it is today.”


Eon will be granted unsequestered carbon at Kingsnorth coal plant, leaked e-mails show. BERR officials acquiesce to Eon requests, e-mails obtained by Greenpeace under the Freedom of Information Act show. Kingsnorth will emit 8 mt CO2 a year if it goes ahead. Greenpeace says 7 other coal plants are planned.


UK claims progress towards Kyoto targets, but NGOs cry foul. DEFRA figures show a fall to 652mt (0.5% down on 2006) thanks in large part to the warm winter. CO2 emissions, 80% of the total, were down 0.1%. This drop is on course for the 12.5% Kyoto requirement by 2012, but not the self-imposed 20% by 2010. The figures don’t include international shipping and aviation, for which emissions rose 1.5% (but do include domestic). UK's greenhouse gas emissions are now 16.4% lower than they were in 1990, and 20.7% including European emission trading schemes.

1.2.08. 
Exxon and Chevron production down despite record profits. The two biggest US companies produced less oil and gas in 2007 than 2006. Exxon fell 1% to 4.18 mbdoe. Chevron fell 2% to 2.61 mbdoe. Chevron warns it will replace only 10-15% of the oil and gas it produced. Exxon defers reserves replacement data until an announcement later in February. Profits: $40.6 bn for Exxon (up 3% on 2006, the largest ever recorded by a US company) and $18.7 bn for Chevron (up 9%). Shell’s oil and gas production was down 5% in 2007, and will fall again in 2008 for a sixth successive year. Exxon’s capital spending in 2007 was $20.9 bn, less than it spent on share buy-backs ($28 bn).


OPEC threatens to cut production and IEA warns doing so would threaten the global economy. OPEC, worried about a US recession, has rebuffed calls from consumer countries to raise output, and instead is threatening to cut production to hold the oil price up in the face of inevitable reducing demand. Bush appealed to King Abdullah for more oil last month. Next OPEC meeting is March 5th.


Second generation biofuels “edging towards commercialisation” in the US. Ethanol brewed from plant cellulose is getting there. This can come from wood, grass or waste, and  algae also hold promise, especially for countries lacking the space to grow wood or grasses. Algae are very efficient at converting light energy into biomass, being capable of doubling their size in a day. Greg Mitchell of Scripps Institution of Oceanography calculates that all current American transportation needs could be met by algae in 20 million acres of ponds. For comparison, the US has 900 million acres of agricultural land today. Some species of algae are lipid rich, and others are mainly starch, making them a good source for either biodiesel or enthanol. They can also process sewage as they grow. DARPA is researching use of algae for jet fuel. Shell is building a pilot algae-to-biofuel plant in Hawaii.
 

Multiple innovations in auto industry threaten gas guzzlers. US energy bill Bush signed into law December 2007 requires a 40% increase in efficiency of cars and light trucks to 35 mpg, but doesn’t come into force until 2020. US autos and light trucks emit 45% of global vehicle emissions. But there is progress anyway. A diesel hybrid can cut CO2 emissions by around two-thirds from a current petrol-powered car. A series hybrid like GM’s Volt concept car can manage more than 150 mpg. Carbon composites, which can be as strong as steel but only 40% the weight, could be classically disruptive, allowing small newcomers to threaten the major carmakers. Toyota has produced a Prius with a carbon composite body.
 (L) 

World investment in renewables exceeded $100 bn for the first time in 2007. Investment in renewables generally, and solar and wind power in particular, is growing fast. In 2007, some $71 billion was invested in new renewable energy capacity worldwide, excluding large hydropower, up from $55 billion in 2006. Almost half went to wind, 30% went to solar photovoltaics, and 9 percent to solar hot water. Germany invested the most, $14 billion. China invested the second most, $12 billion, and the US the third most, $10 billion. If we add investments in new manufacturing plants and equipment, around $10 billion, and spending on renewables research and development, some $16 billion in 2006, we reach a global total of over $100 billion.
 
2.2.08. 
UK wind capacity additions down more than 25% in 2007. The Renewables Obligation is enriching existing generators but not stimulating new turbines (427 MW in 2007 vs 631 in 2006). Subsidies paid from electricity bills will rise steadily from £600m a year now, through £1 bn in 2010, to more than £3 bn by 2020. So right now, with falling capacity, more goes to existing generators. People paying their utility bills (£c.10 per household bill p.a. for the RO) which do not show the RO share, are paying people more for generating less. Cost per tonne of CO2 saved is £184 to £481, far more than other policy measures (e.g. £12 to £70 under the ETS). The percentage of UK electricity from renewables barely rose in 2006 (the last year of figures): 4.6% up from 4.2% in 2005. In terms of renewables in total energy mix, UK is 1.3%, third from bottom in EU, which has an average of 8.5% and top score of 39.8% (Sweden). Capacity: Npower top on 460 MW, SSE fifth on 160 MW, but has just paid £1.1 bn for Airtricity, which has 1.1 GW in UK, Ireland and Germany. EDf is bottom, sixth, on 79 MW. None of the six will talk about profitability of projects. See article has figures on returns and more on capacities of companies etc.
 


Biggest ever survey of UK shoppers ethics shows shoppers care more about animals than climate. The Co-op surveyed 100,000 members and customers. 4% rate climate change as their top issue, 14% fair trade and  21% animal welfare. The Co-op has halted the sale of eggs from caged hens as a consequence.
 

4.2.08. 
Citigroup publishes oil analysis concluding production skeptics might be right. “Citi held a meeting with the editor of the Petroleum Review, Chris Skrebowski.  The discussion focused on growing fears that decline rates in global oil production — even assuming the relatively generous 4% proposed by recent studies — are such that visible growth projects will be unable to stave off overall production decline within a very visible timeframe. We were left with the impression that such views often tend to fail because of the lack of empirical evidence to support their cause. However, recent evidence of failed production growth would tend to shift the burden of proof onto the producers and not the sceptics.” Conclusion:  “Even the supply bulls argue for c. 1.5mmbpd of annual supply decline as being a realistic figure. More pessimistic analysis talks of decline levels of 3.5mmpd or even higher. Citi global oil analysts currently see c. 860kbpd of oil supply growth in 2008 from their coverage universe. The risk remains that this is too high, while estimates of upstream spending growth are substantially too low.”


In Russia, high oil prices are leading to “Dutch disease.” Moscow has become the most expensive city in the world, with inflation at 12% and equipment to build infrastructure increasingly unaffordable. The Kremlin has declared an infrastructure emergency, with Putin ordering a $1 trillion spend on ports, highways, power grids, and water plants over seven years, with 2,600 miles of new road each year. The first tenders are out, with Bouygues and Bechtel. “If Peak Oil drives crude ever higher,” writer concludes, “Russia may overtake Germany and America in per capita income within a decade.”


Iraq plans to sidestep law, invite IOCs in, and lift production to 6 mbd in five years. The oil minister is inviting BP, Shell, et al in without waiting for legislation to pass. he is determined to lift production from the current 2.5 mbd.


BP oil and gas production down 3% in 2007, and profits down 22%, leading to 5% job losses. Production was 3.82 mbde, better than the others. Profit was $17.3 bn, less than half Exxon’s. Reserves placement was more than 100%, for the fourteenth consecutive year, where others are less or have said nothing yet. Five percent of BP’s 97,000 workforce will lose their jobs as a result of this “bad” result. Yet BP raised its dividend by 31%, at the expense of share buy backs.
 Companies buy back their own shares and then cancel them, via a broker, so reducing shares in issue as a means to boost earnings per share. BP has bought back $50 bn (£25.5 bn) of its own shares, some 16% of those in issue. Some analysts argue the method is an ineffective way to boost value. One accuses companies of “destroying billions in shareholder value,” because the returns were negligible.
 


BP plans to go for oil in Iraq. Meetings held with oil officials. Environmentalists accuse Tony Hayward of recarbonizing the company.

Matt Simmons says that 2005 peak oil in regular production grows ever more likely. “I am acutely watching the EIA reported crude and condensate production and the all time record output of 74.3 mmb/d set in 5/05. The longer this stays as record, the stronger the likelihood that we have seen crude peak.”


Texas City bereaved try to block the $50m settlement between BP and the US government. The fine fails to match the crime by a mile, they say. Eva Rowe, who lost both parents: “Was pollution BP’s greatest sin? BP’s greed murdered 15 people. I will never forget seeing my father’s blood-soaked face” (in the morgue) “with the lines running from his eyes down his cheeks from the tears that he cried before he died.”


Climate scientists identify nine areas in danger of passing points of no return, and suffering catastrophic collapse before the end of the century. They say it may already be too late to save the Arctic ice (it may be gone in as little as 25 years) and the Greenland ice sheet (already a 50% chance it will melt unstoppably), which are in the most immediate danger. The Amazon rainforest, where decreased rainfall threatens vast areas of forest, is next in line. The research, by an international team from many centres of climate research, appears in the proceedings of the National Academy of Sciences. It includes a poll of more than 50 experts asked to rank the areas at risk.

 
UK wind industry says planning bill is too little, too late. Measures will not begin before 2009, there will be inevitable delays over putting a commission together, and the bill only applies to large windfarms over 50 MW. A backlog is inevitable. There are 2.5 GW of wind in the UK at the moment and 9 GW stuck in the pipeline.
 
6.2.08. 
Europe’s power companies say green regulation risks an energy crisis. Green laws and planning difficulties are rife just as €2 tn ($1.5 tn) needs to be spent on upgrading Europe’s power supply. Companies are already cancelling plants  and power line projects as a result. So says the COO at E.ON, Johannes Teyssen. The European Commission plan to make companies pay for pollution permits from 2013 is a particular problem, he says. The companies in Eurelectric, the pan-European industry lobby, say 520 GW of new capacity will be needed by 2030. The big companies are also blocking, via their governments, the commission’s push to liberalize still further by forcing the energy giants to unbundled gas and electricity networks and pipelines to let smaller new operators in.

7.2.07. 
Russia threatens to cut off Ukraine’s gas again. Gazprom will cut off up to a quarter, within a few days, if debts are not paid. $1.5 bn is overdue. No other country will be affected.  In 2006, Russia, when it cut supplies to Ukraine, Russia blamed Ukraine for shortfalls to Europe. 80% of Russian gas exported to Europe goes via Ukraine. Ukraine wants to remove shady middlemen who control the gas trade with Russia, Kazakhstan, Turkmenistan and Uzbekistan, e.g. Swiss-based Rosukrenergo, a quarter owned by Gazprom. Putin is resistant for some reason.

 
BP faces another full investigation by US government after more fatal accidents at Texas City. Since the explosion in 2005 that killed 15, there have been three more fatal accidents, the most recent in January. A US Chemical Safety Board visit just after that last one has led to the new probe. BP has spent $1 bn on safety upgrades since Hayward took over. 41 people have died on the site in the last 32 years.


Biofuel farms increase CO2 emissions, study shows. Net carbon from clearing land for farms (whether rainforests, peatlands or grasslands), versus carbon saved, is negative. US researchers, in Science magazine, calculate that corn or sugarcane for ethanol, or palms or soybeans for biodiesel, could release 17-420 times the carbon saved annually. The worst carbon debt comes from palm oil production in rainforest.


Famine will be the outcome of peak oil, Goldman Sachs infers. Jeff Currie, the bank’s commodity chief, warns that famine is likely in vulnerable regions within the next three years as rising oil prices spill over into rising food prices. “We’ve never been at a point in commodities where we are today. …Over the next 18 to 36 months we are probably going into crisis mode across the commodity complex.” Global oil output has been flat for four years and biofuels are just about plugging the gap for the moment, but at the expense of food. “The key is going to be agriculture. China is terrified of the current situation. It has real physical shortages.” Currie doesn’t mention peak oil in his quotes, but the correspondent writes: “peak oil is turning into peak food.” Over the last six years land use for biofuels has risen from 12m to more than 80m hectares worldwide as biofuel has grown to 3% of global energy needs. Sugar cane would be the only viable biofuel if it wasn’t for oil shortage: it runs at $35 a barrel (of oil equivalent) now. The others are sugar beet ($103), corn ($81), wheat ($145), rapeseed ($209), soybean ($232), cellulose ($305). Subsidies drive the business, with the US offering tax relief of $1 a gallon for biodiesel.


US spending more than any other nation on clean energy, by government and privately. In January DoE set up the advanced research agency ARPA-E, with a budget of $4.9 bn over 5 years to develop transformational clean energy technologies. The Hydrogen Fuel Initiative has $1 bn over six years. California is spending $2.9 bn over 10 years on solar alone. UK Energy Technologies Institute by contrast has a budget £100m over 10 years.
 

8.2.08. 
Exxon freeze’s PDVSA’s assets, making it difficult for Venezuela to invest in heavy oil expansion. Court action in the UK and Netherlands means $12 bn of assets are frozen. Exxon is seeking compensation for lost assets during Chavez’s nationalisation drive last year, when Exxon walked away from $2.3 bn of projects in the Orinoco belt, home to the world’s largest heavy oil deposits, after PDVSA took over a majority stake. Analysts now say PDVSA will have difficulty raising finance. Other companies may follow Exxon’s example.


Wheat price soars as US inventories reach a 60 year low amid fears of global food price inflation. “The market is desperately trying to tell producers that we need more acres for food production,” says one trader. Global stocks of wheat are expected to fall now to a 30 year low.
 


Three of Wall Street’s largest banks issue “Carbon Principles,” requiring climate considerations to be factored into financing of fossil-fuel power plants in the US. Citigroup, JPMorgan Chase and Morgan Stanley have signed up to the document. Those seeking finance will need to show they have considered renewables and carbon trading, potential for CCS, and budget for future legislation.

10.2.08. 
A further $236bn injected in the US, and cash loans to banks in Europe. Still the regulators focus on liquidity, not solvency.


G7 finance ministers warn sub-prime losses will exceed $400 bn. Every economy will be affected. Write-offs of losses on securities linked to the toxic mortgages are way higher than the $120 bn admitted by Wall Street banks and and other institutions so far, and the $100-150 bn estimated by the US Federal Resrve. The path of the credit crunch remains uncertain. The first audited accounts since the crisis began appear within a fortnight.
 


Small investors increasingly turn to ethical products. A CIS survey shows 85% of ISA investors will consider using an ethical scheme, up from 67% last year. Almost 80% believe they can perform at least as well as the mainstream. The total in ethical financial products is up 15% year-on-year, now standing at £13.3 bn.
 


BP warns staff not to write about troublesome Thunder Horse equipment. An internal e-mail warns staff involved not to create documents, write e-mails, or send Blackberry messages about the “tree coupler,” a vital component of the delayed floating platform. Such a measure has never been suggested before, staff say. Production in the Thunder Horse field was first scheduled for 2005, now late 2008. Meanwhile, a federal judge will rule in the next two weeks on BP’s effort to resolve all cases pending with the US government to do with Texas City and the leaking Alaska pipelines via a one-off $380 m payment.

 
EU presses Turkey to support the Nabucco pipeline, doubting their commitment. The 3,300 km project is designed to bring gas from Azerbaijan and other Caspian countries, providing an alternative to Gazprom. The first phase is due to begin in 2013, principally from Azerbaijan, notwithstanding doubts that there is enough gas there. Stafan Judisch of RWE, speaking last week, voiced the hope that – as the FT puts it – “once Nabucco was built, it would encourage companies to find more gas in the region.”


Work starts of world’s first solar city. The cornerstone is laid on the $22 bn effort to create a sustainability blueprint for the hot countries. Masdar will be home to 50,000 people living without cars and waste, and with solar energy and water conservation. The city will use 75% less electricity and less than half the water of conventional cities. 1,500 businesses will work on solar and other alternative energy within the city.

11.2.08. 
“Apart from used chip fat there is no such thing as a sustainable biofuel,” says Guardian columnist George Monbiot. He makes an interesting point: most agricultural waste is needed in the soil as nutrient and to hold it together. He cites a paper by Paul Crutzen saying increased fertliser use would wipe out all biofuel savings via nitrous oxide emissions, and  a study that suggest removing crop residue can increase soil erosion a hundredfold. “Our addiction to the car could lead to peak soil as well as peak oil.”

12.2.08. 
Hess CEO joins the club of oil bosses blowing the whistle on peak oil. John B. Hess, chairman and chief executive of Hess Corp, tells the CERA annual meeting in Houston (12.2) that oil companies, oil-producing countries, and consumers need to act now to avoid an oil crisis that is coming, he believes, within the next 10 years. “It is not only a matter of demand. It is not only a matter of supply…. We need to take steps on both fronts, and we need to start today,”  60% of the world’s oil production is from countries that have already peaked, he says. Tar sands need to be encouraged, but “their contributions to supply are not material enough to bridge the gap in oil requirements over the next 10 years.” “We must increase investment. In 2007, global E&P investment was estimated to be approximately $350 billion, having grown about 15% each year over the previous 5 years. This increased investment has helped offset field declines and added new production.” But given the long lead times, “the current sum that both OPEC and non-OPEC nations are investing is far below what is needed to ensure sufficient production for our future.” There also is a manpower problem, he says. US upstream employment is down from 700,000 in the early 1980s to 400,000 today. “The project delays our industry is seeing today result in part from workforce shortages and inexperience. ….We are replacing our 30- and 40-year veterans with recent graduates. Even if we stepped up our investment levels today where they need to be, we simply do not have the skilled workforce to support the many projects that may be needed.” 


Russia and Ukraine resolve gas dispute, and cut out middleman …but Putin issues nuclear threat. Ukraine will settle the debt, RosUkr-Energo will be replaced with a JV owned by Gazprom and the Ukraine energy monopoly, Naftogaz Ukrainy.
 Immediately after the meeting Putin threatens to point missiles at Ukraine if they go ahead with their plan to join Nato and allow omponents of the US missile defence system to be sited on their soil. NB The US has not asked the Ukraines to be involved yet.


Kremlin throws  lavish 15th birthday party for Gazprom, which has brought no new developments on in all that time. The recent party saw Tina Turner performing to a crowd of 6,000. FT editorial: “Both psychologically and practically, Gazprom is not a commercial enterpise. It is the single most important instrument of the resurgent Russian state.” It is more than half owned by the state, but is still attractive to investors simply because of the high demand-driven gas price. Gazprom may be 15 years old but has yet to open a single substantive new gas field. It relies of depleting giants found in the Soviet era in Siberia, and new prospects such as Yamal and Shotkman are years from production.
 
 
BP puts drilling in Sakhalin on back burner after disappointing results.  BP and Rosneft have agreed to an indefinite “lull,” because, as the company puts it, “the region hasn’t been the huge success that some thought it might be.” Also, the Kremlin is considering extending tax breaks for oil exploration in eastern Siberia to the offshore.


Venezuela stops selling oil to Exxon in retaliation, and Chavez threatens to stop US exports. PDVSA says commercial relations have been suspended in response to Exxon’s “judicial-economic harassment.” Chavez threatened to cut off oil supplies to the US this week as a result of Exxon’s move.
 


npower survey of heavy business users shows 88% support commitments to cut CO2 emissions. This despite 70% believing the various commitments will make the UK uncompetitive, and almost two-thirds expecting the costs to outweigh the benefits.


Carbon price must be very high to stimulate lower consumption. Paul Ekins what price will trigger behaviour able to get on track with 450-550 ppm CO2e, but knows it must be “much higher” than today’s. The government must put an indefinite escalating carbon tax on all existing energy taxes it we are to decarbonise, he says. DEFRA has come up with the concept of a “shadow carbon tax” that factors in the economic damage of climate change. The idea that you decide a single figure in £ per tonne is laughable, considering the science, Ekins feels. Stern estimates $312 at 700 ppm and $110 at 550 ppm. So DEFRA chooses to use $110 in the consulation over the third runway at Heathrow. Ekins: “This is Alice-in-Wonderland economics. One can just imagine the White Queen saying: ‘We are on a low-carbon emissions trajectory because I say we are, and that means I can emit as much carbon as I like.”


Shipping emissions three times higher than previously assumed, UN says. The largest container ship burns 350 tonnes of fuel a day, emitting more than 300,000 tonnes of CO2 per year, the same as a medium size power plant. There are 90,000 large ships today, , of a tonnage that has tripled since 1970, carrying 90% of world trade. Shipping was thought to be responsible for 1.8% of emissions, but a new report puts the figure at 4.5%, or 1.2 bn tonnes a year, more than twice as much as aviation. Shipping uses the cheapest and most polluting fuel, “bunker fuel”, which is tarry almost solid residue from refineries.

 
Biodiesel from wood chips and furniture offcuts: Choren plans to have a full plant by 2012. Price tag: €800m. Shell is the partner for the catalyst, using Fischer-Tropsch technology. They have also taken a minority stake in the company.

13.2.08. 
Production falls at Exxon, Shell and BP despite $60 bn capex. Shell tar sands production falling. ING puts the lead time from exploration to production at 7-8 years. Shell backtracked from previous targets for production in the tar sands. Chief Financial Officer Peter Voser said a plan for 1-2 percent growth to 2010 could not now be met and output was likely to fall “slightly” in 2008. “Shell is still in this rather dull period, where the startup of big, long-lasting projects is still some way off in terms of investors' time horizons,” Pether said.


Total is the only oil major to lift production in 2007, and promises 4% pa increase through 2010. By 1.5% to 2.39mbdoe, well below the 7% promised.  de Margerie says that production would increase by 4% annually through to 2010, and bring into development 5 bn boe. Profit was €12.2 bn, ($17.8 bn). producing countries are keen to protect reserves, and had to be be persuaded “to bring more energy to western countries without harming their own interests.” Total is helping Abu Dhabi to access nuclear, as a partial route to this goal, via partnerships with Suez and Areva.


South Africa faces electricity rationing in all sectors as Eskom begins to address national crisis. Peak demand is close to capacity because no power plants have been built for years, despite the government being fully aware of the approaching crunch. In January the monopoly state utility Eskom began rolling power cuts of up to 8 hours a day, and must begin building plants soon. Even if so, shortages can be expected until 2013 at least. The public enterprises minister says the situation will remain an “emergency” for the next six months, and remain tight for four years. Maximum operational capacity has barely changed since 1994 at c. 37 GW. Eskom has long warned the government, and now wants to spend $39 bn by 2020 to get to 80 GW. How has the problem arisen? The ANC government is enamoured with the privatisation model, wanting to copy the British model and split the monopoly up to encourage competition. But the ANC hasn’t actually been able to do it, because it holds South African electricity at some of the lowest price levels in the world, pursuant to its social policies. Foreign companies have not seen how they can compete in the face of this contradiction. The government intends to ration households and industry 10%, commercial enterprises 15%, and hotels and malls 20%. The impact on the economy? One economist has calculated half a percent will be docked from GDP, but who knows.  NB: electrification stood at 71% in 2005: more than a quarter of the population have no electricity.
 

BP man warns there is more carbon in reserves than needed to trigger dangerous climate change. Jan-Peter Onstwedder, BP's most senior risk manager (global head of risk) until December, now calculates potential carbon emissions from proven oil, gas and coal reserves at around 700 billion tonnes, compared with some 500 billion tonnes that can be emitted before intolerable risk of triggering dangerous climate change. “It prompts the question where does more exploration fit, do we already have all the reserves we possibly need?” he says. This fits with other such studies. For example, Malte Meinshausen of the Potsdam Institute calculates that no more than 400 billion tonnes of carbon can be emitted this century to have at least a 50:50 chance of staying within 2 degrees.
 
14.2.08. 
Investors remain keen on cleantech and solar through the credit crunch. New Energy Finance figures more than $117bn (£60bn) was invested in clean tech in 2007, 41% up on the year before, including $8.5bn in venture capital finance, up 27%, and $19bn raised in the public markets, up 80%. New funds include vehicles from HSBC, F&C, Schroders, Virgin and DWS. Young US solar companies raised $702m of early-stage venture capital funding in 2007, up from $181m in 2006. Clean energy asset financing raised a record $54.5bn notwithstanding the credit crunch. Impax, for example, focuses through a private-equity fund on big wind and solar projects. Why? “They have got low technical risk and scale, which means you can put a lot of money to work,” Ian Simm of Impax says. “They also have good cashflow profiles from an early stage and don't need favourable markets for an exit.”
 


Energy firms will act on CCS only at a carbon cost around $100, Shell says. The cost will have to triple, in other words. Jeremy Bentham, the VP of business environment, says $50-100, and “probably” $100. Governments must give business certainty via regulatory change “within five years.”
 
15.2.08. 
UK third worst in EU for renewable energy use. Only Malta and Luxembourg are worse. 270 solar PV systems were installed on houses in 2007, compared to 130,000 in Germany. Total PV installed was UK 6 MW (16MW cumulative) vs Germany 1,100MW (3,800 cumulative, 237 times more). DBERR LCBP remains £10m underspent on solar, wind and micro-hydro for households, more than half the £18m allocated through March 2009, as a result of the £2.5k cap placed on systems in May. Each technology shows declining figures in 2007 vs 2006.

16.2.08. 
Dublin wants right to inspect new British nuclear power plants, if built. Environment Minister John Gormley, a Green, says: “There will now have to be greater co-operation in relation to this issue. That is where, in terms of north-south and east-west co-operation, we can make progress. We have a different perspective on nuclear power than Britain.”

17.2.08. 
UK government nationalises Northern Rock. The first run on a British bank for a long time has ended in a way the neoliberal free marketeers have strenuously resisted. 

Stock market bubble in renewables may have burst, FT reports. Shares in the wind, solar and biofuels sectors have slumped since the start of the year on growing investor fears of recession, falling 25 per cent this year after peaking at the end of 2007. Stocks had risen 200 per cent between January 2006 and the end of December 2007. Suntech has underperformed the S&P 500 index by about 35 per cent this year after its share price soared close to 300 per cent at the end of 2007 from its launch in 2005.
 
18.2.08. 
Oil majors flock to bid as Iraqis open fields via tender. One anonymous exec, involved in the process: “We will do the acrobatics that the Oil Ministry requires of us, but in the end big oil companies have similar financing, shareholders, pension schemes and analysts, and with poor security and absolutely no legal framework in place, it is going to be a long time before we can persuade them that it is a good idea for the company invest $5 billion to $10 billion in Iraq.”
 

Nigerian violence is failing to shift the international oil companies. A two-year wave of violence by the Movement for the Movement of Emancipation of the Niger Delta, aiming to seize local control of the oil, shows no sign of abating. But the companies are standing firm, helped by the fact that much of the interest is offshore.


Most western Europeans fear Russia as an unreliable energy supplier, poll shows. An FT/Harris poll in UK, Germany, France, Italy, Spain and US shows a clear majority in the first four countries opposed to Russian investment in national companies. But a majority say they are still willing to pay nothing extra for renewable supplies. Of those who would, the majority would only pay 5%. Majorities in Italy and the US favour more nuclear plants, and majorities are against in the UK, Spain and Germany, with France divided.
 


Saudi Aramco CEO calls for “better planning and co-operation between industry and governments” if global demand for liquid fuels is to be satisfied for the “many decades” it can be because of the 3 to 6 trillion barrels of recoverable conventional and unconventional oil. Speaking at the CERA annual meeting, Abdallah S. Jum’ah sees “tremendous potential” to discover more resources on new frontiers, but - interestingly – emphasises unconventional. “We should tap the vast potential of nonconventional resources,” with co-operation of “ground-breaking” technologies, in addition to the allocation of necessary gas and water resources.” Note: he says SA is raising recoveries to 70% in some fields (or original oil in place). Intends to invest $90 bn upstream and downstream in SA and around the world over the next 5 years. SA has 3 mbd of new capacity in progress, and offsetting depletion this will take Saudi Arabia from 11 mbd now to 12 mbd next year.

19.2.08. 
Nigerian gas, being mostly shallow offshore and onshore in the delta, is coming under threat. The global gas market is mostly regional, so can’t afford many failures of far-flung LNG supply. Nigeria is the sixth biggest exporter, and according to Bernstein Research the violence there is in danger of threatening the planned tripling of capacity by 2012: one fifth of the incremental supply the world expects between 2010 and 2015 is in danger, in other words. Both Europe and the US need more gas and the idea is for the two to bid up prices to attract LNG tankers one way or the other across the Atlantic. But….

 
Oil breaches $100 again, setting new record at $100.10. This time the jitters come from suspicions that OPEC will tighten supply when ministers meet 5 March.


Porsche plans to take London mayor to court for CO2 charge. Will seek a judicial review of Ken Livingstone’s plan to put a £25 a day charge on the most polluting cars, those emitting more than 225g/km of CO2.
 


First Chinese coal to liquids plant may open within weeks. Shenhua’s plant will be the first of its kind in the world. Three similar Apartheid-era plants in South Africa produce a third of the nation’s energy needs (check that). The IEA says CTL plants are planned in Japan, US, Australia, NZ, India, Indonesia, Botswana and the Philippines. The US Air Force has flown a B52 on fuel made from coal. The technology is economic above $25-40 barrel for oil. The Chinese government has expressed concern about environmental impact, but two more plants are under construction nonetheless. Converting and burning the liquid from coal emits twice the greenhouse gas of diesel. Of the 30 or so plants underway around the world, only one (in Australia) plans CCS.

20.2.08. 
Centrica reports 50% rise in pre-tax profits to £1.9bn, and looks to the ME for future supply. CEO Sam Laidlaw says the priority for 2008 was to invest upstream in gas assets and power supply so as to reduce exposure to volatile wholesale gas and electricity markets. Own-source supply is 25% and he wants 35%. he will look to buy North Sea gas fields, and for the longer term is talking LNG with governments in north and west Africa, and the ME.


UK transport secretary orders biofuels review. Ruth Kelly says the 2.5% target in transport fuel by April will stay in place though.

21.2.08. 
Ofgem launches an investigation into UK gas and electricity prices. Five of the big six have put their prices up. Energy Watch says they are colluding. Lombard says they need the profits to fund the future.
 Nils Pratley says the enquiry is overdue, and some of BG’s argument are “risible” e.g. citing the 10%-plus margins of retailers like M&S as though it were in the same business.
 

Chinese jet fuel demand set to grow by 11-13% each year until 2020. So say Chinese aviation industry experts at a conference in Hong Kong. Average was 14% pa between 1980 and 2005. There were 152 civilian airports in China last year. There will be 192 in 2010 and 244 by 2020. There were 185m passengers in 2007. There will be 270m in 2010 and 770m by 2020. The Chinese economy has been growing at 10% or more pa for the last five years.


Paraffin shortages hit Malawi and prices soar for consumers with no other options. An illegal paraffin trade has sprung up and poor quality paraffin being sold. John Keane witnesses several long paraffin queues and hears similar stories in Zambia.

22.2.08. 
Shell pleads with SEC to allow it to book unconventional oil and gas as reserves. The SEC normally classifies tar sands as a mining operation and discounts them from bookable reserves. Shell is expected to announce next month that it has barely replaced its reserves in 2007. They will be lower because of Sakhalin 2 and the high oil price and its impact on production-sharing agreements, which mandate lower production at higher oil prices. The long term strategy of going for unconventionals is worrying investors, the FT says.


RWE says it will triple renewable capacity in its growth strategy. Wind, solar, wave and biomass will all be provided, CEO Jurgen Grossman hopes. RWE has set a CO2 emissions reductions target of 60m off its current 187m tonnes, by 2015 (32%). The megamergers that have grown Iberdrola, Enel  and E-On are not on RWE’s agenda.

23.2.08. 
Texan oil billionaires rue the switch of power and wealth from Texas to the Middle East. George Mitchell and T. Boone Pickens used to have many fellow wildcatters around them on the Forbes 400 list, but no longer. The CEO of Halliburton has moved to Abu Dhabi. “Houston has got to fight back,” says Mitchell.

 
Self-policing carbon rationing network – carbon rationing action groups (CRAGs) - spread in UK. They tend to number around ten people, meeting in homes and pubs, who pledge reductions and exact fines or “carbon community service, when they fall short. Most try to reduce their 6 tonnes per average household by a quarter. There are 16 now in the UK.

24.2.08. 
Virgin 747 flight is partly fuelled by biofuels. One tank has 20% biofuel, from coconut oil. Branson says that it fully commercial biofuels will likely come from jatropha and algae, but this experiment is a start: a “breakthrough” showing that there are alternatives.

 
Soaring food prices cause UN to warn of rationed food aid. The World Food Programme is drawing up plans for rationing. The budget requirements are growing at several million dollars a week.  The WFP talks of a “new area of hunger.” Prices of agricultural commodities such as rice, wheat, corn and soybeans are rising because of population growth (and the growth of prosperous populations in India and China), more frequent floods and droughts, and the biofuels industry sucking up grains.


National grid fined by Ofgem for restricting competition in the domestic gas meter market. The offense, preventing gas suppliers to contract with other firms for cheap metering deals through the terms of contracts in 2004, was called a “serious breach of competition law by Ofgem, but the fine was only £41.6m. NG has a £260m turnover from gas meters.

25.2.08. 
The WFP deficit is half a billion dollars, and without it millions more will starve, UN says.  The annual budget for 2008 is $2.9bn (£1.5 bn), but food prices have gone up 40% in the last year (75% since 2005, having fallen in the three decades before) and fuel prices have soared too. There is food on shelves, but people are being priced out. As a result, there are food riots in countries where they have been seen before. Food riots have taken place in Morocco, Yemen, Mexico, Guinea, Mauritania, Senegal and Uzbekistan. This year one third of the US maize crop will go to biofuels. Meat is also a problem, as meat consumption rises in newly affluent countries and more grain goes to cattle.

 
BP, Shell and BG plead for tax breaks to hit North Sea production targets. Ministers want them to lift production from 2.8mbd today to 3 mbd by 2010, but they won’t come close without tax breaks they say. Oil and Gas UK says 2.4 mbd is more likely. Companies are investing at £3 bn a year but inflation (steel, manpower etc) is running at 15-20% across the North Sea. Meanwhile, PWC calculate that three quarters of the Treasury’s 12.8 bn from 74 biggest UK companies in 2007 comes from energy banking firms.


Russian senator doubts Russia can meet energy commitments to the west. Senator Gennady Olenik, who has worked in the oil industry, tells a RIA Novosti news conference that private companies, since being created in the early 1990s, have not been prospecting in the oil-and-gas rich north because no incentives have been made available for doing so. RIA Novosti: “…In this context, reports about an imminent reduction in oil production in Russia are a source of concern. We have been giving promises to Europeans, Chinese and other foreign partners, but will we be able to keep them?” A former Soviet Minister of Geology, Yevgeny Kozlovsky, backs this up. He recalls that 2,000 “major deposits of natural resources” determined the economic growth of the country. No major deposit has been found in the last 17 years. The Ministry and Natural Resources is urgently drafting proposals to boost stagnant investment.
 
25.2.08. 
UK government threatens windfall tax for energy giants over energy bills. Cut bills or else, Chancellor Alistair Darling says. Ofgem proposed a windfall tax last month. Now 4.5 m are in fuel poverty (>10% disposable income has to be spent on energy), up from 4 m last year. The companies will be handed £9bn as part of the second phase of the EU emissions trading scheme from 2008-12. Labour last slapped a windfall tax on the utilities in 1997.

27.2.08. 
EC launches court proceedings against UK and Belgium for energy efficiency failures. They are not implementing the 2002 Energy Performance in Buildings Directive satisfactorily, the Commission alleges.


BP floats the idea of selling part of its alternative energy operation. The company thinks it is worth up to $7bn (£3.5bn), only around 3% of its market capitalisation ($2 bn for wind farms and $2-4bn for its solar operation). Tony Hayward says he is looking to realise the value by selling stakes or forming joint ventures and other partnerships. BP has invested $1.5 bn 2005-6 and will invest another $1.5 bn this year, some 7% of total capital spending of $21.5 bn.
 Note: the presentation on strategy was Hayward’s first, ten months into the job. The company claims it replaced 112% of the reserves it produced in 2007, and has 17.8 bboe of proved reserves under the SEC definition.  He says BP can produce a steady 4 mbd out to 2020 even without any more discoveries, and “we expect to do much better than that.” He projects 4m next year up from 3.82 this, and 4.3 mbd by 2012 assuming avge £$60 oil (if the price is higher, production is lower because of production sharing agreements with governments, who take a higher percentage of the oil). Of the $21-22 capital spending $15 bn goes to the upstream. Thunder Horse is due onstream at the end of the year.


CERA report finds the aggregate decline rate of producing oilfields is 4.5% a year (3.8 mbd), not the 8% (9 mbd+) that some quote. The report, by CERA and HIS, analyses 811 oilfields, around two thirds total global production. The rate is not increasing with time. 41% of production is from fields in decline phase. The rest are in the build-up and plateau phases. CERA believes the study reinforces their view that global liquids capacity can grow to 112 mbd by 2017.


Exxon appeals in the Supreme Court against Exxon Valdez punitive damages. Still trying to avoid penalties nearly 20 years after the case started, Exxon argues that it should be forgiven the $2.5 bn damages previously awarded in court to victims of their drunken captain. Exxon’s lawyer is a former acting solicitr general. He argues that spending $3.4 bn on clean up as they have is punishment enough.


Iberdrola files complaint against EDF over competition as EU looks set to fail in “unbundling”. A complaint lodged with the EC alleges that the state-controlled French giant is unfairly protected by the government, and asks the Commission to investigate whether this breaches European law.  EDF has cited Iberdrola as a takeover target.
 Meanwhile, the EC looks set to lose in its effort to “unbundle” ownership of the energy giants. The Competition Commissioner is fearful that they bar new operators and maintain artificially high prices. France, Germany, and eight other countries join the companies in resisting the the proposal and this seems set to a result in no change.


Richard Branson says peak oil could happen within 6 years. At a press conference in Virgin’s Hanger at Heathrow (see 25th), he says: “Apart from global warming, in about four or five years’ time there’s going to be more demand for fuel than there is fuel on this planet. So fuel prices will go through the roof, and so planes, ships, we’ve all got to come up with alternatives”. Virgin has ground tested a 40% biofuel mix in aviation fuel, and sees the main contribution coming from biofuels that don’t compete with food, such as jatropha and algae. Aviation today uses 5 million barrels of jetfuel per day, or 238 million tonnes per year. Assuming an ambitious 2 tonnes of jatropha oil per hectare, replacing 238 mty would take nearly 1.2 million square kilometres. As for algae, Boeing claims that a typical pond could produce 10-20,000 gallons of fuel per year per acre. A land area roughly equivalent to Belgium would be needed for current jetfuel by that reckoning. Dr Ami Ben Amotz, senior researcher at Israel’s National Institute of Oceanography, has been producing algae commercially for twenty years. He claims maximum practical output will be about 4,300 tonnes per acre. On that reckoning a land area almost 2 ½ times the sized of Belgium would be needed.


First moves to meet nuclear skills demand as leading university sets up a training centre. The University of Manchester is setting up a Centre for Nuclear Energy. More than 9,000 graduates will be needed in the next ten years. British Energy says 30% of staff are set for retirement in the next ten years. Another problem is that numbers of engineering and physics graduates are falling.

Water diversion for the Beijing Olympics threatens millions, Chinese official warns. Provinces have been told to pump clean water to the capital to ensure potable supplies. Meanwhile Saudi Arabia announces a phased plan to halt wheat production because of concerns about water supply.
 

28.2.08. 
Cost of Iraq and Afghanistan wars is $16 bn a month, Nobel prize-winning economist calculates, a sum equivalent to the entire annual budget of the UN. This is on top of regular Department of Defense expenses. Joseph Stiglitz publishes a book, “The Three Trillion Dollar War,” referring to the US costs alone to date. The UK rest of the world shoulders about a further $3 trillion. The current operating costs of the war cost each US household $138 every month. The annual cost to the US of the rising price of oil runs at $25 bn at the moment, and a projected extra $1.6 trillion over the period to 2015. Haliburton has received more than $19 bn in untendered contracts for work in Iraq. Much cash goes missing, including the infamous $8.8 bn for the Development Fund for Iraq. America is currently spending $5 bn a year in Africa. Americans will have paid $1 trillion in interest alone on the money borrowed to fight the war by 2017: a couple of hundred billion a year. Bush cut taxes at home while waging costly war, so having to borrow more. The USA is now so deep in debt that it can’t easily bail out its own banks. Funds from abroad bailed out Merrill Lynch and Citibank.

In a surprise move, Eon agrees to break itself up so as to escape anti-trust fines. Eon, the number two European electricity and gas group after EdF (by market cap), has offered to sell off its electricity grid and some of its generation (4.8 GW, some 20% of all their generation), a package worth some €5 bn, in order to escape possible anti-trust fines covering two cases against it of €7 bn. German politicans, EdF, RWE and others are furious. Vattenfall, however, says it may also sell its grid.
 Background: The EU competition commissioner, Neelie Kroes, aims to unbundle the utilities with a combined strategy of anti-trust and legislation. She held an anti-trust review in 2006, finding severe market distortions and chronic lack of competition. She has anti-trust cases outstanding against EdF, Electrabel and others.
 What happens now? The attitude of investors will be important. Precedent: The 1997 unbundling of BG led to much added value for shareholders. Note: Eon has not offered to sell its much more valuable gas transmission network.
 The deal took a month of secret talks, with the EC confident they could make the charges of manipulating wholesale prices and other anti-competitive practices stick. Eon denies any wrongdoing but has caved in, fearing potential huge expossure to dmages actions by customers, plus the fines.
 
 
Oil price hits record high approaching $103 after fire at UK gas terminal. Bacton in Norfolk handles as much as a third of British imports. Though it is soon put out, price is still impacted because it triggered a rush of speculative buying in New York.
1.3.08. 
FAO’s global food price index rose 24% in 2007, joining oil price rise to stoke inflation. This was the biggest rise since 1990. Demand from China and drought played a big part, as did the biofuel boom, which has hiked the price of foodstuffs such as Mexican tortillas and American beef. Food imports cost a record $745 bn in 2007, up 21% on 2006, the FAO estimates. The year on year increases were dairy 84%, oils 66%, grains 45%, and meats 16%.


Oil producers’ state funds are growing fast, and they are using them to buy power in the west.  As the oil price soars, oil producers are putting huge sums into their sovereign wealth funds. A sovereign wealth fund is a government-owned investment vehicle aimed at overseas assets and not run by the central bank. They are valued at nearly £2.9 trillion, and on current trends will be more than $10 trillion by 2015. UAE has the biggest, at $985 bn. Norway’s is second at $380 bn. Saudi Arabia’s is third $300 bn. Russia set one up last month. It is “only” $24 bn, but as it grows the EC fears it will be used like a latter-day Red Army. A big fear of the EC and the US Treasury Larry Summers is that they aren’t transparent, most of them not revealing objectives or performance. Abu Dhabi has taken a $7.5 bn stake in Citigroup. China’s ($200 bn) has taken a $5 bn stake in Merrill Lynch.
 


Jim Lovelock rages against renewable energy as the emptiest false promise of all. In a Guardian profile, he says “you’ll never get enough energy from wind to run a society like ours.” But he does believe we need more technology, not less. In energy, he believes, nuclear can solve the problem. At the same time, he believes in market forces, and is hostile to subsidies. (So whither nuclear then?) Lovelock became convinced that global warming was irreversible in 2004. “There have been seven disasters since humans came on the earth, very similar to the one that’s just about to happen. I think these events keep separating the wheat from the chaff. And eventually we’ll have a human on the planet that really does understand it and can live with it properly. That’s the source of my optimism.” His advice to the confused? “Enjoy life while you can. Because if you’re lucky it’s going to be 20 years before it hits the fan.”


Google, impressed by advances in lithium batteries, will soon convert its entire hybrid fleet to use lithium ion batteries to operate alongside their normal NiMH ones. Previously, lithium ion batteries had a relatively short life due to a decrease in efficiency at the cathode over multiple recharges. In extreme circumstances, this could even cause the battery to catch fire. But a Massachusetts company, A123, has found a way to make the cathode more durable, using nanostructures. A Toronto company, Hymotion, has developed a kit that allows a Prius to run on an additional lithium ion battery. Using both makes the car more fuel efficient, because the lithium ion batteries can be charged by mains electricity, whereas the NiMH batteries are charged by the engine. More details in the article, including on the Tesla, in file.


As food prices go up, so too does Amazon deforestation. The price of soya increases the rate. The worst damage is done when trees are dragged down to clear land for cattle ranching.
 


1 in 99 US adults are in jail: 5 times the per capita rate in the UK. That is 23.m out of 229.8 m. One in 9 black males aged 20-34 are in jail.  The US has the most jail-happy culture in the world. Only 1.5 m are incarcerated in China and 0.9m in Russia. The cost? $44 bn last year.

2.3.08. 
IEA Chief Economist warns “we are running out of time” on oil supply. “….Oil production by public companies is reaching its peak,” syas Fathi Birol. “They will have to find new ways to conduct business. Increasingly, output levels will be set by a very few countries in the Middle East. ….Tar sands are attractive, but like biofuels, they will never replace Middle East oil. In the long term, we must come up with an alternative form of transport, possibly electric cars, with the electricity being provided by nuclear power stations. The really important thing is that even though we are not yet running out of oil, we are running out of time.”

3.3.08. 
Big oil groups increasingly turning to gas for growth. A PFC report shows rising shares for all except BP since 2003. Gas-centred acquisition’s reflect this too, e.g the 2005 Chevron takeover of Unocal, and 2006 ConocoPhillips takeover of Burlington Resources. Gas has expanded in the big oil reserves mix from 39.5% in 2003 to 44% in 2006. NOCs, at 80% of oil reserves, tend to have the skills for oil, but not always for gas, e.g Venezuela’s reliance on Chevron and ConocoPhillips for gas export.

2.3.08. 
Ministers want the power firms to hand over their windfall billions to help the elderly. Energy Minister Malcolm Wicks and chief secretary to the Treasury, Yvette Cooper, are meeting with the CEOs of all the big six, asking them to cough up some of their £9m carbon trading windfall (so Ofgem says) to help out on fuel poverty. The government’s goal is to phase out fuel poverty by 2010.


Sellafield Mox plant has produced almost nothing since opening c 6 years ago, government admits. The plant, costing £470 m, was supposed to produce 120 tonnes a year of reprocessed mixed oxide fuel for overseas reactors. It managed at most 2.6 tonnes in any one 12-month period, and mostly much less. The reprocessing was done at the nearby Thorp plant, which has been shut for the last three years due to problems, according to the renamed operator, British Nuclear Group. The problems at the two plants are unrelated. The Mox plant opening in 1998, but was soon hit by a scandal involving falsification of quality control documents which forced the resignation of the then CEO of BNFL. BNG has been meeting customer needs by buying Mox from France and Belgium.

3.3.08. 
Oil breaks all time inflation-adjusted record on fears that OPEC will not lift production. (And no front page headlines). Yesterday the price hit $103, 95, beating the $103.76 of April 1980 at the height of  the second oil shock. As ministers convene, OPEC is arguing the high price is due to the falling dollar.


Auto makers hedge their bets on alternatives as even Formula One enters the biofuel race. The auto companies cannot seem to decide which will win – hybrids, electric cars, biofuels – and most are making spread bets. Meanwhile, the regulatory writing on the wall is becoming clearer to them, with Congress recently having mandated a 40% improvement on fuel efficiency by 2020, and an EU draft proposal for 25% lower auto CO2 by 2012. Also, as they say based on their market research, very few customers will want to pay a premium for CO2 cuts.
 Also: the regulators of Formula One, the FIA, have ruled that at least 5.75% of oxygenates must come from biological sources, in line with the EU target for transportation fuel year end. The oil companies are going for second generation fuels. Shell for instance is developing a high-performance synthetic fuel from wood residue.


Former Saudi Aramco head of reservoir management predicts peak oil as late as 2067. Nansen Saleri, writing in the Wall Street Journal: “My view, subjective and imprecise, points to a period between 2045 and 2067 as the most likely outcome.” He sees a multi-decade long plateau around 100 mbd. “Sufficient liquid crude supplies do exist to sustain production rates at or near 100 million barrels per day almost to the end of this century.” He lays much emphasis on unconventional and EOR.


Bentley says it will deliver only cars running 100% on renewable fuel. Laying out ambitious plans to hit EU targets on CO2 and second-generation biofuels, the premium carmaker – owned by VW - promises to be one of the first in the world to go zero on fossil fuels.
 

4.5.08. 
UK energy firms tell Treasury a windfall tax will harm their investment in green projects. They fear the Chancellor in his budget next week will try to repeat the 1997 winfdfall tax that raised £5.2bn. Centrica whines that low carbon technologies are “very expensive, costing around three times as much as traditional gas-fired power generation.” The CEO of Drax has the nerve to infer that a windfall tax might cause them to cut their investment in burning 10% biomass in the coal.
  
 
Bush warns OPEC on oil price. It was “a mistake to have its biggest customer’s economy slow down as a result of high energy prices.” OPEC ministers seem unimpressed, and say they are more likely to cut production than lift it.
 


Exxon presses ahead with legal action against Venezuela and replaces reserves. Rex Tillerson, CEO, tells the annual analysts meeting that reserves replacement in 2007 was 101%. He will spend >$125bn in the next five years ($25 bn pa) to develop major projects, compared to $95bn in the previous five.
 


BP CEO Tony Hayward paid a £1.26 m bonus despite BP’s performance being worst among majors. His salary is £950 k, less than two thirds of Browne’s, so his bonus is 133%. Since he has taken over BP’s shares have fallen 5%. Shell’s are unchanged, and Exxon’s up 8 percent.
 $8.3bn has been set aside for decomissioning all platforms and pipelines and $2 bn for Texas City litigation costs alone. Browne retired with a pension pot of £21m.
 


Russia halves gas to Ukraine and Ukraine threatens Europe with cuts. A very similar situation to 2006, with Russia threatening Ukraine and Ukraine threatening to cut the pipeline supply to Europe (most of the 25% of Europe’s gas that comes from Russia passes through the Ukraine pipeline system)). A spokesman for Natfogaz , the state energy monopoly: “If we are being treated in such a way with ultimatums and Europe is not reacting, then we have no choice.” This just hours after Gazprom Chairman Dmitry Medvedev won the presidential election.
 

5.3.08. 
Ukraine pays up and Gazprom resumes supplies. The problem was PM Yulia Tymoshenko disagreeing with the deal president Viktor Yushenko had signed with Putin. However, the question of how much Ukraine will pay in future is still unagreed, as is the precise delivery mechanism. Europe can breathe again for a while.


Oil jumps $5 to record $104.56 as OPEC leaves production unchanged. Bush says he is “disappointed.” “It should be obvious to all,” he adds, “that  demand is outstripping supply and it’s making the price go up.” OPEC says that the current price “does not reflect market fundamentals”: they blame it on speculation around the weak price of the dollar. Also: OPEC backs Caracas in it’s fight with Exxon.

 
UK business secretary sets out plans for UK’s dependence on nuclear to increase “significantly” above the current 19% in the next two decades. The first plant could be operational by 2017. Hutton says investors are “queuing up” on the proviso that the regulatory decks will be cleared. He drops government commitment to keep a minimum stake of 29.9% in British Energy. The process begins today with auctioning of land near 19 existing nuclear sites to energy companies. All but one of the ten current nuclear stations are due to close by 2023. Note: The FT article also says “Ministers have also pledged the state will meet new plants’ decommissioning and waste disposal liabilities in ‘extreme circumstances’ such as accidents.” 
 


CSR budgets are squeezed as hard times drive focus to the bottom line. Sustainability reports a fall in CSR budgets and expects to see more, but believes the movement will spring back as companies see the leaders on CSR doing better then others. The Economist has recently conducted a survey showing only 4% think CSR is a “waste of time and money.”

6.3.08. 
Oil breaks record again, reaching almost $106. $105.97 to be precise. As one investment banker puts it, “if we were to look at this market from an overall fundamental basis, it does not make sense for crude prices to be at $105 but the market is about financial flows not oil flows.”
 


OPEC is terrified of massive over-capacity, remembering the big investments of the 1980s which left the world with around 14mbd of spare production capacity, all of it in OPEC countries. According to the lead letter, OPEC Ministers “have been quite clear in stating that Opec will not invest to meet the high-growth forecasts, while the western world’s venture capitalists invest aggressively to create alternative forms of energy.” OPEC estimates that the difference in investing in high growth versus low growth scenarios is some $250bn.


UK nuclear assets on sale to raise cash for clean up. Seeking £72bn to cover the costs to 2010, the NDA puts stockpiled uranium and fuel manufacturing plants on sale, including Thorp and the Sellafield Mox plant. Eon says it is keen.
 


Eon UK boss says it is a “myth” that customers are being overcharged. Paul Golby, CEO, says the company lost money in its UK retail business in 2007. Eon releases financial information on the coutry performance for the first time in an effort head off criticism. Eon UK contributed 18% of Eon revenues in 2007, but only 12% of earnings. It invested £933m in the UK, more than the earnings, i.e. the group is subsidising the UK, which is probably Europe’s most competitive market. It expects to invest at £1bn pa going forward (Kingsnorth will cost £1bn). One problem is the optics of the Centrica profits: they declared a 50% rise in pre-tax profits and a sixfold rise in residential profits weeks after raising prices 15%. But they benefited, as a leading gas supplier, from the weakness of the wholesale gas price in the first half of 2007.
     


4.5 million now in fuel poverty in UK and struggling to pay their bills. An extra half a million are spending more than 10% of their disposable income on gas and electricity.
  


Ofgem embarks on two year review of gas and electricity transmission and distribution, the first regulatory review for 20 years.
 

7.3.08. 
Oil breaks $106 as dollar reaches new low and analysts talk of US being in recession. Oil prices normally go down during recessions. Surprisingly high jobless figures in the US, down for the third quarter in a row, spark the talk of recession. The construction sector has shed a third of a million jobs since peaking in autumn 2006.
  

Fed extends a $200bn cash loan to banks and bond market traders, in a further effort to calm markets unsettled by the deterioration credit situation.  


2007 was a tough year for ethical investment funds, a situation likely to continue in 2008. They tend to screen out large companies, and oil and gas, mining and tobacco have been the highest-returning sectors in 2007. Some funds have also had high exposure to property-related stocks, which fell sharply.

8.3.08. 
Chinese silicon supplier for Suntech found to be dumping highly toxic silicon tetrachloride. Luoyang Zhonggui High-Technology Co simply dumps buckets of bubbling white liquid onto the ground outside its plant in Henan Province, the Washington Post reports, and has been doing so nearly every day for 9 months. In the developed world, the offending by-product is recycled back into the manufacturing process, but this requires very high temperatures and major energy supply. For each ton of polysilicon, at least four tons of silicon tetrachloride is generated as liquid waste.

9.3.08. 
Climate change may spark conflict with Russia, two top EU officials say. Javier Solana, secretary-general of the Council of the EU, and Benita Ferrero-Waldner, commissioner for external relations, predict in a report that the rush for oil and gas below the melting Arctic will cause potential for conflict. GW will also cause conflict via mass migration and political radicalisation, they say. A summit of NATO leaders will discuss all this for the first time next month, including a manifesto for reform that would see NATO used “as an instrument of energy security,” fuelling speculation – for example - that NATO troops could be used as pipeline police in the Caucasus.
 

Housebuilders watch unemployment figures with fear as credit crunch leaves them in worst shape for 15 years. If unemployment tips, they are going to be in big trouble. Many of the, facing commitments to build costly schemes with no guarantee of sales, are offering costly incentives to attract buyers. Taylor Wimpey reckons to build 15% fewer houses this year, and is suffering in Spain as well as UK. Crest Nicholson, bought by Scottish billionaire Tom Hunter and HBOS for £715m, is struggling under huge debt obligations and is not selling enough homes. Good news though is that HBOS have deep pockets and are apparently in for the long ride. They have worked with Hunter on several deals. Many firms are having to consider liquidation land banks to cover cash-flow shortfalls. A City source says many medium sized builders are in difficulties. Meanwhile the private equity sector is stalking builders, prepared to inject their cash as debt markets shrivel. As lenders pull mortgage deals by the day, the CE of the FSA hector Sant says: “I don’t think the markets will ever return to the way they were. The new normal will be different.” Note: The average house price hit an astounding nine times average annual incomes before the fall. One firm estimates that if lenders hadn’t loosened their credit standards, house prices would have risen “only” 19% since end 2003, not the 37% that actually happened.

Henry Porter tells Parliament that it has failed the people on liberty. The state, in the form of a united executive and the civil service, began an assault on the liberty and rights of the British people – coincidentally - just around the time the European Human Rights Convention entered British law as the Human Rights Act in 1998. Since then they have rolled back frontiers and set in place an apparatus that any who aspire to a police state must love to behold. A snapshot. Our communications are not private. Government agencies make half a million secret interceptions of internet, e-mail aand snail-mail under the 2002 Regulation of Investigatory Powers Act. We have no control or say in our multi-dimensional appearance on government databases. Without statutory basis, the Home Office plans to take 19 pieces of information for every person traveling abroad. Our freedom of expression is under assault. Terror and public-order laws are routinely used to suppress demonstrations. Our courts are being undermined. The jury syatem itself has come under attack in the 2003 Criminal Justice Act. Citizens can be detained without charge for 28 days under terro laws, and government seeks 58. Porter bemoans the lack of a civil “liberty reflex.” Collectively, we are docile in the face of this assault. Parliament has rolled over as the executive has ceased all their power. Parliament should be sovereign but has become nothing of the sort. A new Bill of Rights is imperative, he believes. One with teeth.
 

10.3.08. 
Canada rules tar sands operations and power plants must capture carbon from 2012 onwards. John Baird, environment minister, announces the new rules in Ottawa, “which will apply to all big industry.” The Conservative administration announced last April that its target was 20% GHG emissions cuts by 2020.
 


Few countries seem to have gas exports high on their priority lists, Oxford University study finds. Jonathan Stern observes that when the current crop of pipeline and LNG projects are finished, international gas trading faces an uncertain future. In Indonesia, Pertamina has already failed to meet its long-term LNG contract commitments. Domestic gas prices tend to be way below export prices, but politics demands producers keep their domestic users happy. Russia has said it will bring domestic industrial pricing up to export levels by 2011. That will make domestic markets profitable and even more of a priority. Stern believes only a handful of countries can be expected to lift exports appreciably (by > 30 bcm p.a. [c.1,000 bcf p.a., 500,000 bdoe]) above current commitments by 2020: Australia, Turkenistan, Libya and Russia. (Plus, possibly, Azerbaijan, Kazakhstan and Nigeria). Special issueof FT in library with more details and other articles.
 


Pipeline politics will have much to say about whether Europe can meet its growing gas demand. By 2030, on current trends the EU will be importing half its gas, up from a quarter today. Pipelines are important chess pieces in the great game. Russia would seem to be ahead. Its planned South Stream pipeline (across the Black Sea to Bulgaria, and then via two branches to Austria and Italy) looks a good bet. The EU’s planned c. €5bn Nabucco project looks less so. The idea is to build 3,300 km across the Caucasus and through Turkey eventually to Austria’s gas hub at Baumgarten, eventually carrying – so it is hoped – 30 bcm a year. But only Azerbaijan has committed to put gas in it, and Putin has been dismissive of its prospects. Meanwhile, in the east, presidents Vladimir Putin and Hu Jindtao announced a pipeline to China in 2006. And in the north, Russia and Germany plan a North Stream pipeline under the Baltic between their two countries.

               
US and Russian experts question whether Gazprom has invested enough to meet commitments. Gazprom’s market cap may have ballooned almost tenfold in the past 8 years (now $350 bn), but the Russian gas giant hasn’t been investing in a long time in replacing the gas from the supergiant Soviet-era gas fields it has been relying on. Two new developments will be vital: one on the Yamal Peninsula, and the other Shtokman, 500 km offshore. Gazprom needs production for these challenging prospects by end 2011 and 2013 respectively. Thane Gustafson of CERA says: “Everything depends on the Yamal peninsula. It is hard to see how they are going to meet demand without bringing it onstream.” Vladimir Milov, a former deputy energy minister, thinks the deficit could be as big as 100 bcm. He fears Gazprom is sidetracked, too busy seeking early profit, expanding into electricity and coal, and seeking overseas acquisitions. “Gazprom is the classic lazy monopoly,” he says. “There could be a deficit as soon as next winter.”


Dash for gas runs out of steam as generators seek to hedge with coal and nuclear. Alstom SVP of power sales Denis Crochet sees a hedging trend. In not much more than 15 years, the world has seen around 13,000 gas turbines of more than 40 MW installed, some 880GW of capacity that makes up 19% of the world total. In Italy, 50% of the power is gas. CCGT markets are down from the peak in 1999-2000, now running at c. 30 GW pa driven by demand in ME, Africa and Asia.


Shell’s head of gas, Linda Cook, is bullish about the future. Shell is second in gas production, after ExxonMobil, and the biggest LNG producer. LNG is the focus of Shell’s c, $29bn investment programme this year, because of the profitability. Five LNG liquefaction plants, or “trains”, are currently under construction.


Flooding and high winds become one of the biggest causes of business disruption in the UK. A Chartered management Institute survey shows almost one in three organisations were affected last year, making extreme weather a buigger threat to businesses than supply chain disruption, loss of key staff, or bad publicity.
 


Gulf states target gas flaring reduction. Qatar, Kuwait and Oman are expected to sign up to World Bank flaring-reduction programme. The Gulf flares some 30bcm a year, equal to 900,000 bd or $10bn a year. In most cases other uses can be found “economically.” The UAE has the highest percapita drain on resources, says WWF. It has a gas shortage despite being the fourth largest gas producer in the world. Annual gas flaring globally: 150bcm, the equivalent of 400m tonnes of CO2, around the same as all 3,000 current CDM projects.


Rift in US evangelical movement on global warming widens. More than 40 leading Southern Baptists have issued a declaration denouncing the denomination’s stance and saying it leads to the movement being seen around the world as “un-caring, reckless and ill-informed.” “The time for timidity regarding God’s creation is no more.” The Southern Baptist Convention is the second largest American denomination. Younger pastors are behind the rebellion.


UK military costs in Iraq and Afghanistan double to more than £3bn. The total since 2003 is around £10bn. Most of the huge increase is for equipment.

11.3.08. 
Prices paid for oil in M&A deals was unchanged in 2007, survey shows. The J.S. Herold report shows that M&A is becoming increasingly difficult for IOCs, with North America being the most active market i.e. they buy where they can not where the prospects are best. Profitability in the industry is taking a dive. The average price paid for a barrel of proven reserves worldwide in 2007 fell from $13 to $10. In 2008 so far, while the oil price has risen 14%, ExxonMobil shares have fallen 10% and Shell’s 19%.

12.3.08. 
Oil breaks $110 as dollar plumbs new depths. Goldman Sachs advises clients to sell the May 2008 contract and buy December 2010 futures, which as trades as high as $99.45 on the day. Dollar below $1.55 to €1.


UK budget, billed as the greenest budget ever, “tinkers at margin” with climate change. So say the NGOs. KPMG says the measures, centring on taxing polluting vehicles, might reduce GHG emissions 5% by 2015, way off track, while raising well under £2bn pa. The proportion of revenues being raised by green taxes actually falls marginally in 2008-9. KPMG’s head of environmental taxes and incentives says: “it is still very unclear how the vast majority of carbon reduction will be achieved.” In buildings, new office buildings will have to be zero carbon …..by 2019.
 See JL blog.  Note: Income £575bn, incl. £106bn in income tax. Out: £618bn (i.e. £43bn deficit), incl £169bn social protection, £111bn health, £82bn education, £33bn defence, £31bn debt interest. Ofgem Chief Executive Alistair Buchanan says that of the average annual gas and electricity bill for homeowners of £1,000, £80 is for environmental costs (emissions trading scheme, RO), and “that is only going to go one way – upwards.”
 Environmental taxes as a proportion of total receipts: nearly 10% in Netherlands and Denmark in 2005, up from 1996; less than 7% in UK, down (fully 1.68%) from 1996 (OECD data quoted in Economist).

13.3.08. 
Nigeria seeks to set aside up to 30% of gas production for domestic use in chronic power crisis. The FT’s man in Lagos sees a new policy document calling for action to “prioritise domestic gas supplies over export.” An official says that producers might be required to set aside 25-30% for this purpose. This at the same time as the president is seeking $20bn in new investment, and facing scepticism in companies, who can’t see hwere the profitability would lie compared to LNG. Companies and officials alike play down the risk to exports of course, saying that there is plenty of gas: Nigeria has the seventh biggest reserves in the world, and still flares five times more gas than it uses for power generation. Gazprom, Eon and Centrica are all keen to get into Nigerian gas. Note: Nigeria has only one LNG export terminal.
  


Russia and Ukraine reach gas deal and end deadlock ….for now. The original Yushchenko-Putin handshake deal stands in terms of middlemen cut out. Now Gazprom gets 25% of Ukraine’s industrial gas market, which consumes 30bcm pa. Gazprom is free to put the price up above the $179 per thousand cm agreed for now, a development which it describes as inevitable.

14.3.08. 
UK Coal recruits old miners back into the industry. In 1947 when the industry was nationalised there were a million men in a thousand pits. Now there are 5,300 men in six underground mines and 24 surface mines. In the underground mines so much has been mined since they opened that men can travel more than an hour to get to the coal face. What do they like about it? Reece: “The lads I work with are absolutely brilliant, its a good laugh, and most of all the money.” (Four times the equivalent labouring in the construction industry). George Hopton: “There’s nothing more satisfying than going up and saying we produced that amount of coal today. It makes you feel good.” Note: Coal generates >a third of UK electricity. 60% is imported, including from Russia, South Africa and Columbia (50m tonnes in 2006 at a cost of £2bn, vs 16m mined in UK).


Canada protests a new US law that could put a halt to American tar sands imports. The Energy Independence and Security Act of 2007 stipulates that federal agencies can’t buy alternative fuels if the carbon emissions involved their production and use amount to more than those of regular oil. Alberta’s tar sands do so: around three times more. Canada is America’s number one supplier of oil and wants to stay in that position. Canada’s ambassador in Washington has written to the US government informing them, in not so many words, of this desire. But meanwhile in Ottawa, the Canadian environment secretary unveiled proposals for a 20% cut in emissions across all industrial sectors, including the tar sands. Note: Canada’s emissions are now almost 35% above the Kyoto target. Also: if a Republican administration can put limitations on carbon-intensity of alternative fuels, what about a Democrat one?


Merkel wins emissions concessions for German heavy industry. Gordon Brown and Jose Manuel Barroso, the head of the commission, brokered the deal. In return Brown won support for a scheme to use VAT rates to drive energy efficiency of appliances. The berman car, steel, cement and glass industries have been threatening to relocate if rivals in the US and Asia are not subject to emissions controls. So now Berlin wants these sectors excluded from the EETS after 2012 “if international negotiations fail,” i.e. if the US, China and India do not sign up for similar measures.


NASA’s glacier guru says “the rates of change are way beyond what we predicted 20 years ago.” In the Amundsen Sea, where the Pine Island Glacier flows is accelerating, Robert Bindschdler tells New Scientist that “we don’t know what is going on.” “No one has been able to observe what is going on at the grounding line where the sea meets the ice.” Bindschadler wants to drill through the cracking ice and deploy instruments. “All the secrets of how glaciers thin and melt lie beneath this ice shelf.”


EU warns US that they must offset CO2 emissions or face curbs on flights to Europe. The Transport Commissioner makes this comment ahead of a second phase of negotiations on open skies starting in May. EU airlines must join the EU emissions trading scheme from 2012 (meaning an addition of up to a maximum of just £13 on return tickets as things stand).
 


As Heathrow Terminal 5 opens, BA’s boss calls for a third runway, says green taxes on aviation are pure opportunism and calls Virgin’s biofuels initiative a PR stunt.
 

Even in the midst of the credit crunch, carbon financing looks good. New Energy Finance thinks the US market for carbon emissions could reach $1 trillion, if the best of the current climate-change bill proposals in Congress makes it to law. Blythe Master of JP Morgan Chase points out that .”
he prize could be many times bigger if you add in derivatives. Recent signs of the times: Citigroup has pledged $50 bn in green investments over the next decade, including $31 bn in cleantech. Bank of American has become the first bank to say it will put a price on carbon ($20-40 per ton) when weighing loan requests from industry. Itr has committed $20bn to green investments, offers green credit cards (purchases on which earn carbon offsets, provides green mortgages ($1,000 cashback on energy-efficient homes), and gifts $3,000 to employees buying hybrid cars. BoA says it sees great potential in solar panel leasing. The Economist is bullish as a consequence: “Giddy oil prices…will only increase interest in alternative energy. There is strong social pressure not to sink back into old habits. This time the revolution looks to be for real.”

15.3.08. 
2006 glacier data shows fastest melt rate since records began, and probably for 5,000 years. UNEP chief Achim Steiner says this is now the “loudest and clearest” warning about climate change. Meanwhile, Blair leads a global team aiming to secure a climate deal with meetings in India, China and Japan. In a speech in Chiba he says: “Failure to act now would be deeply and unforgivably irresponsible.” “We’re talking about a revolution.” The key to that revolution, he adds, is to vastly increase the use of nuclear power around the world.
 The net retreat averaged 1.3m. From 1850 to 1970 it was around 30cm. From 1970 to 2000 it was 60-90, and since then has averaged over a metre. Lester Brown worries about the food supply for the hundreds of millions in glacier-fed river basins: 360m in the Ganges and 388m in the Yangtze. Note: melting glaciers now account for around a third of global sea-level rise, the other two thirds being thermal expansion.
 


Lord Brown now has his chance to go “beyond petroleum” in a $16bn fund with a mandate to invest in renewables and oil both. “Climate change is our greatest energy challenge,” he has said recently. “It is also the world's greatest political challenge, requiring the kind of long-term, outward-looking political leadership last seen after the Second World War and an iron-clad partnership with business.” He became European MD of Riverside Holdings, the NY-based PE firm, last year, since when he has been a magnet for investors, building $16bn in two funds. How will he invest it, the Sunday telegraph asks.


A wheat disease capable of destroying the global harvest has found its way from Africa to Asia. The fungus, Ug99, a virulent strain of black stem rust, is in Iran two years ahead of when research suggested it would get there. The breeding of resistant wheat varieties may be five years away, researchers fear. New Scientist first reported on the fungus in 2007. When a translated article was sent to top Chinese officials, they started a crash programme to breed resistance. Western governments have not been so galvanized.

16.3.08. 
Credit crisis claims first American bank: Bear Stearns, 5th biggest investment bank, sold for $230m (£114m). JP Morgan Chase bought it, and if it hadn’t done so Bear would surely have gone bankrupt. It was worth $140bn last week. The Fed also had to step in, agreeing to stand behind up to $30bn of Bear’s less liquid assets: the first time the central bank has seen fit to bail out a brokerage firm since the 1920s. Bear had $11.8 of capital and $395bn of debt, a leverage of more than 30. 


Carbon trading begins on Nymex today. A number of instruments including futures will be traded. opening a second front to challenge London’s supremacy to date. Note: GHG trading was worth some €63bn last year. Almost three quarters is under the EETS: 2.1bn permits for one tonne of CO2 each issued to European heavy industry. One tonne trades for €22 today. The threats to trading are political: that governments will not agree a post-Kyoto regime and see Merkel move yesterday.
 


UK government figures hide scale of emissions, National Audit Office report says. The true figure is 77m tonnes of CO2 higher, some 12%. The government presented 656 mt to the UN for 2005, and 722mt in its own national environmental accounts. The latter include aviation and shipping. The former figures allow the government to claim a small reduction - which it does - the latter don’t. Predictable cries of cheating arise from NGOs and opposition. Note: BY 2010, the UK target is a 20% CO2 cut. By 2012, our Kyoto GHG target is 12.5%.


Every oil futures contract until end 2016 finished last week above $100. Since September, the five-year forward price has risen 45%. Analysts speak of a shift in sentiment. One refers to “in-grained supply side concerns.” These include rising inflation, increasing taxes in the producing countries, and the shutting out of IOCs by NOCs. No peak production mentioned yet.


UK NDA looks to Sweden for advice on how to dispose of nuclear waste. They choose a site later this year after years of research at eight sites. It will cost £1.2 -1.6bn and take eight years to build. They ask regions to volunteer and the UK plans to do the same (i.e. Sellafield). The Swedish underground research site is in granite, needing constant pumping. To contain the waste for 100,000 years, the final repository will contain spent fuel in 6,000 25 tonne cast-iron and copper canisters buried in clay lined vaults.
 


With regular oil reserves replacement slumping to just 17%, Shell strategy majors on tar sands. At his annual strategy meeting, van der Veer majors on the fact that Shell has replaced its reserves in terms of oil equivalent, despite the loss of Sakhalin 2 ownership. He reaffirms a commitment to grow output 2-3% pa in the next decade based on 124% reserves replacement, and a total of pf 11.92 bboe reserves overall. The company also had a “good year” in discoveries, adding 2 bboe to resources (not yet in reserves figures). Investment is higher than any other company at $28-29bn this year, more than half in “long lived assets (tar sands, GT, and LNG.
 “Alberta has the potential to become a major production heartland for Shell for decades to come, says van der Veer, admitting that the conventional reserves ration fell from 158% in 2006 to 17% in 2007. Shell’s tar sands production is 155kbd, heading to 500kbd, with a licence application under review to get to 770,000: a five fold increase. Shell says it has halved the energy intensity of its tar sands operation over the last four years.
 

17.3.08. 
UK government is set to miss its own national emission targets in most ministries. So observes the Sustainable Development Commission, finding that central government is emitting 22% GHG than it did in 1999, adding that this places the government in danger of losing credibility.


Carbon capture labeled “just another great green scam” ….”even ‘CCS ready’ is untrue.”  Kingsnorth will be the first coal plant to be built since Drax was finished in 1986 (22 years ago), and would be finished by 2012, before the CCS experiment begins in 2014, an experiment that the government says will take at least 15 years to assess. And when the government says Kingsnorth and the others will be “CCS ready,” we read in an e-mail from BERR to Eon, leaked to Greenpeace in January, that the government dropped the condition with no protest at all once Eon complained. Even if it was fitted, the CO2 captured might be pumped to an oilfield for use in EOR, which would cancel the carbon saved many times in the excess oil produced.

18.3.08. 
Chavez wins a legal battle with ExxonMobil as UK court unfreezes $12bn of Venezuelan assets. This is only a first round in what seems set to be a protracted battle. Asset frezes by Dutch courst are still in place until arbitration in NY.

19.3.08. 
Dissolution of Kuwait parliament leaves oil production expansion plans in limbo, maybe crisis. The Emir acted after the entire cabinet resigned, claiming the parliament was being completely unco-operative. But there is chaos on both sides: the post of oil minister has been vacant since November. There will be elections in May. Meanwhile, because of objections by the parliament, the long-standing Project Kuwait plan to bring IOCs in to help lift production continues on hold. KPC officials tell the FT that they cannot achieve enhanced production targets without the IOCs, at least in part because they will need to exploit heavy oil for the first time to hit the targets and produce from technically challenging fields. They don’t have the resources or skills to do this, they say. They need to get from 2.6 mbd today (11th biggest producer) to 3mbd by 2010 and 4 mbd by 2020, investing $21bn over the next 5 years in the process. They also hope to produce gas for the first time. If the IOCs aren’t allowed in, the targets will have to be “rethought.” Note: IOCs can’t book reserves even if they get in, they only get operating services contracts.
 


Sectarian tensions stop Iraqi oil law completion, threatening oil major designs on owning oil. Shell has been running tutorials on how to boost production in Iraqi oilfields remotely, from Jordan. The other majors have also opted for a remote control approach. But now the oil minstry, tiring of the squabbling in the parlaiment, wants the majors to press ahead and bid for development contracts in which they could own part of reserves. Note: Iraq has third largest reserves. The oil ministry claims only 27 out of 80 discovered fields are producing. The south, Shia majority, has 80% of the reserves. The Kurdish north east has most of the rest, leaving the Sunni majority in the middle with little, and a big interest in having the reserves controlled by central government. Part of the squabbling, unsurprisingly, is over who has the rights to sign contracts. The US state department met with opposition politicians months before the invasion in 2003, and agreed that the country needed to be opened up to foreign participation as soon as possible.
 


BP offices raided by armed police in Moscow as Gazprom tightens the takeover screw on TNK-BP. The JV company’s president was questioned by FSB officers (successors to the KGB) as 50 employees were barred from leaving. Such searches were frequent in the crackdown on Yukos.
 TNK-BP is owned 50% by a group of Russian billionaires. Gazprom’s deputy CEO is quite open about wanting to buy a share. The raid supposedly arises from an ongoing criminal investigation into Sidanco, and oil group now incorporated in TNK-BP.
 Next day they arrest a TNK-BP employee for spying on behalf of foreign interests.


South Africa seeks to solve energy crisis by hiking electricity price 60%. The hope is that this will stimulate efficiency. Poor households and small businesses are excepted. This after earlier interventions. Imposing a 10% cut on the mining industry’s use (the biggest user) caused outcry about predictions of mining job losses. Next came rolling blackouts.
 


UK government publishes a National Security Strategy. Terrorism figures large. Four regional counter-terrorism units are to be set up. There will be a national register of risks. “We will consider how to strengthen the government’s capacity for horizon-scanning, forward planning and early warning.”

20.3.08. 
German Reichstag to become the greenest parliament building at 100% renewables. Currently the building has cut carbon emissions 94% with Foster’s passive solar and biomass boiler design. The biomass produces 40% of the building’s energy. From this summer, the remaining 60% will be imported from renewables.
 

21.3.08. 
Russia’s environmental watchdog ups the assault on TNK-BP by launching an investigation. It will be led by Oleg Mitvoi, the attack-dog deputy head of the Rosprirodnadzor Inspectorate, the man who led the campaign against Shell over Sakhalin 2.
 


UK and France to join together and take nuclear power to the world. So Brown and Sarkozy are due to agree this week. The UK began the licensing process for four reactor designs this week, including the Areva one run by EDF.
 This week, BE announced it was the subject of a £7bn takeover bid. No doubt EDF will now get it? Guardian speculates that the UK nuclear industry “was derided, feared and dying – but now it promises to return stronger than ever.” Note: UK stations: 10 existing (with decommissioning due date): Dungeness B (2006), Bradwell (2002), Sizewell B (2035), Hartlepool (2014), Torness (2023), Hunterston B (2106), Heysham 1 (2104), Heysham 2 (2023), Wylfa (2010), Oldbury (2008), Hinkley Point B (2016). 10 non-operational (decommissioning started):  Dungeness A (2006), Bradwell (2002), Sizewell A (2006), Dounreay (1994), Hunterston A (1989), Chapelcross (2004), Calder Hall (2003), Trawsfynydd (1991), Berkeley (1989), Hinkley Point A (2016), Winfrith (1990). Probable new 3,3 GW sites: Dungeness, Bradwell, Sizewell, Hinkley Point.


EDF plans to enter Spain biggest cross-border deal in the history of European energy markets: a €90bn bid, with Spanish construction giant ACS, to buy two of the three biggest Spanish utilities, Iberdrola and Union Fenosa. This would dwarf the previous record, the takeover of Endesa by Enel.


New research suggests IPCC models have underestimated climate sensitivity. Peter Cox’s group at the University of Exeter find evidence in the Little Ice Age that CO2 is more sensitive to temperature than the other way round. The mainstream IPCC estimate has CO2 driving temperature. But the reality will be higher temperatures because temperature in turn will drive more CO2 into the atmosphere. Cox believes 4C of warming will drive a further 160 ppm of CO2, meaning that mainstream climate projections may be 50% underestimates, he believes.

22.3.08. 
London mayor Livingstone rages at civil servants blocking his distributed generation plans. He claims senior BERR officials are displaying inertia and hostility. “These civil servants know there will be a job for them on the board of British Nuclear fuels.” He claims three senior DEFRA officials have been pro-incineration in the same way BERR officials are pro-nuclear.

23.3.08. 
New research shows coal burning is more damaging to the climate than previously thought. “Black carbon” from the burning of coal, diesel, wood and dung could be causing up to 60% of the global warming CO2 does, US researchers find. Scientists from the University of Iowa (Greg Carmichael) and Scripps Institution of Oceanography (V. Ramanathan) use satellite, aircraft and surface data to show a warming effect of 0.9w sq m, much higher than the 0.2-0.4 of the last IPCC report. Also: more than 400,000 people are estimated to die each year from inhaling soot, especially indoors in developing countries from burning wood and dung. Note: most particulates cause the reverse effect, global dimming.
 


German power chiefs say that without more nuclear plants there will be blackouts. They want to follow the British-French lead. The Eon CEO Wulf Bernotat tells a German paper that Germany could face a 12-21 GW shortfall. Germany’s 17 existing nuclear plants (21 GW, a quarter of power production) would need to have their lives extended, he says. The RWE boss said blackouts could occur as soon as this summer because of wind power problems and cooling difficulties at other power plants. They are due to be shut by 2021 as things stand with the government’s political agreement, and no more will be built. Merkel favours building more.


Head of Deutsche Bank Asset Management says its getting easier to use campaigning investment as a tool in fighting global warming. Until recently, mutual funds – the most popular form of investment – offered few options. In the last two years, an estimated 200 mutual funds and exchange-traded funds have been launched targeting companies mitigating or adapting to climate change. Some $66 bn (£33bn, €42bn) of retail investor money has flowed into them. (But only $55m of this from the US!). Wind and solar have proved particularly attractive, says Kevin Parker. “But they still have a long way to go, and tend to e expensive – high risk, in other words.” He advocates lower risk investments under the general heading of “improving efficiency.”

24.3.08. 
“UN pleads for $500m to avoid food crisis”: FT front page headline. Government funds are needed in the next four weeks if rationing is the be avoided. Spiraling food costs are to blame, coming down in large part to the price of oil. Costs have leapt 20% in the last three weeks. The rises have spread from corn and wheat to rice now. The WFP provides food for around 73m people in nearly 80 countries, and would have a budget of $3.4bn if the extra funds are provided. Last year the US was the biggest donor with $1.1bn. The EU provided $250m.


UAE announces a $100m agency to make it the first Arab nuclear state. This separate from the Gulf Co-operation Council’s plans for a joint scheme (Saudi Arabia, UAE, Kuwait, Bahrain, Qatar and Oman). Note: Masdar announcment was $22 bn.
 


GTL and CTL are finding roles in world energy supply, Oil and Gas Journal claims. One has come in line, three are being constructed and many more are planned. Others have a less anguine view.
 (L)

25.3.08. 
UK’s leading government scientists warn against biofuels targets.  Bob, Watson, chief scientist at DEFRA says going with biofuels that might actually increase net GHG emission is “insane.” John Beddington, chief scientific advisor to the government, says cutting down rainforest to make space for biofuels is “profoundly stupid.” They urge Brown to resist EU plans for increasing quotas. The 2003 EU directive on biofuels mandates 5.75% of petrol and diesel from renewable sources by 2010. The UK is committed to reach at least 2.5% from April 1st en route to the 2010 target and the EU aim is 10% by 2010.

 
Former nuclear regulator Ian Jackson says that waste costs would make nuclear plants unviable. If companies were to be charged the amount actually paid for waste storage by foreign companies at Sellafield, the entire programme would be threatened, Jackson calculates. The government would have to cap costs to utilities at 6-12% of the waste costs, and pass the rest on to the taxpayer. His assumptions: £10bn to build the repository, and £8.2 bn value if it is filled with intermediate waste by producers paying the same rate as utilities currently using Sellafield for storage. It doesn’t work.


Huge section of the Wilkins Ice Shelf, begins disintegrating. The collapse began 28 Feb when a 41 x 2.4 km iceberg broke off, triggering collapse in the interior and loss of 414 sq km already.

27.3.08. 
UK GHG emissions down 2% in 2007 ….thanks to a price-driven drop in coal burning.  So the government’s provisional figures say. Coal produced 9.5% less UK energy than in 2006, as high coal prices drove some generation to gas. GHG’s of 639.4m tonnes of CO2 equivalent are down 18% since 1990, well within our Kyoto target of 12.5%, not including aviation, shipping and carbon emissions of our imports. CO2 itself dropped from 554.5mt to 543.7 mt.


European Commission spokesman on energy defends biofuels targets. Ferran Terradellas says the new directive will call only for those that save at least 35% of the CO2 compared to the oil that would be used instead.


Gazprom deputy CEO casts doubt once again on Kiev deal. Alexander Medvedev (no relation) says the intermediary Rosukrenergo remains in place. Gazprom has long term contracts with them that cannot be breached. (The Swiss-based intemediary is 50% owned by Gazprom and 50% by 3 Ukrainian businessmen. Those opposed say it exists to siphon off gas profits).
 

28.3.08. 
UK tries new gambit to evade EU renewables targets: count renewables installed by UK companies overseas. Business minister Lady Vadera proposes this to a council of ministers meeting in Brussels this month. She also wants carbon captured at coal stations to count.


New Scientist review of CCS points to long lead times and impossibility of zero emissions. A 2007 MIT study suggests the first commercial plants are as far off as 2030. An Edison Electric executive has told the House of Representatives committee that 25 years of R&D will be needed to get there at a cost of around $20bn. Coal produces around three times its own weight of CO2 when burned, all of which must be pressurised, liquified and pumped in pipelines to a site where it has to be buried deep enough to remain liquified. One IEA study suggests the EU alone would require 150,000 km of new pipelines heading for the North Sea. All this will be expensive both to procure and operate, and very energy intensive. The US government estimates an additional 75% on the price of a coal plant. The CCS process itself eats up no less than 10% of the energy from the plant, and perhaps as much as 40% (on top of the amount needed to reapy the diggging and transportation of the coal, which may be as much as 25%: i.e. up to 65% before the energy for building the plant is considered. A detailed study by the German Aerospace Center suggests CCS can reduce emissions from a typical coal plant by only two thirds. Then there is the scale of operation required. The three operational CCS projects (Statoil’s Sleipner West field, Weyburn in Canada and Salah in Algeria) couldn’t handle anything like the volume of CO2 from a large coal-fired plant. Even once buried, the furthest-advanced test site of CO2 in a reservoir (1,600 tonnes injected into the Upper Frio sandstone on the Texas Gulf Coast) shows that the CO2 has acidified the brine in the pores of the rock, leading to acid dissolution of minerals in the rock, prompting one of the research team to suggest that escape tunnels for the gas might thereby be created.
 (F)
29.3.08. 
UK power firms forced to pay billions to help the poor with bills. The companies will be told this week that £3bn of profits over 3 years will have to go towards helping pensioners and poor families save energy and lower bills. “The plan is also expected to help households who produce their own power – for example, by having a wind turbine on their roof – to sell surplus electricity back to the national grid, meaning the greenest homes could end up in profit.”

30.3.08. 
Emerging scramble for oil likened to the Great Game between Russia and British Empire a century ago. In this round of the Great Game, energy shortage and glbal warming are reinforcing each other. The result can only be a growing risk of conflict.” Note: military oil-intensity. A Pentagon report says the amount of oil needed for each soldier quadrupled between WW2 and the 1991 Gulf War One, and quadrupled again by the 2003 Gulf War.

1.4.08. 
“Peak power” is a bigger problem than peak oil, says American economist familiar with Gulf. Oil is at $100 primarily because of OPEC’s disappearing spare capacity. Petrodollars have also found their way from the producers into funds speculating in oil futures. Going forward, urban development in the Gulf will be a huge problem. Power shortages are delaying construction projects in several Gulf cities already. “A large number of housing towers stand empty in some Gulf cities for lack of electricity. It is not ‘peak oil’ that is driving the high oil prices, it is ‘peak power’.” A heat wave this summer would mean two things: gas diverted from lifting production in the oilfields to power plants to help with peak demand, and where that can’t be done, oil burned directly in power plants. There is no spare gas in the whole region: all the available gas has been allocated, even that from unfinished projects. Some countries in the region are already importing fuel oil for power plants. So building more gas plants won’t solve the problem. If OPEC had spare capacity it could lower prices while flushing out speculators, so helping itself while helping the ailing dollar.
 


BERR announces latest “development” in the Slow Carbon Building Programme.”  They are not increasing the Phase 1 cap, but are increasing the Phase 2 subsidies for all micro-renewables to the same level as PV: 50%. Of the 312m originally allocated for households, £10m remains in the pot. Of the £50m for oublic buildings, £41m remains. UK installed less than 300 solar roofs last year, Germany 130,000.


“Splash and dash” biofuels scam exposed. Traders are shipping biofuel made in the EU across to the US, adding a splash of US biofuel or even conventional fuel, so as to qualify for subsidies, and shipping right back to sell at prices undercutting EU manufacturers who don’t engage in the scam. Its legal, but of course an environmental disaster, and the renewables fuels associations are screaming for the EU to ban it. As much as 10% of the one million tonnes exported to Europe from the US may be involved. Note: 10.3 million tonnes biofuels capacity in the EU


$600,000 a day to hire deep-water drilling rigs now, up from $70,000 five years ago. Three years ago a Norwegian billionaire ordered two ultra-deep water (7,500 feet or more) rigs on spec, ahead of any orders, confident a boom was coming. They cost nearly $900m. There are only 39 such rigs in the world now. Payback on a rig approaching half a billion is now as little as four years. Note: WSJ now attributes oil price anxiety in part to peak oil. “’Peak oil’ anxiety has contributed to the steep increase in the price of crude, which has nearly tripled since 2004.”


ExxonMobil regains first place as biggest oil company by market cap. Last week, as the Chinese equities bubble deflated, Petrochina slipped back to second. Note: it still pumps more oil and gas than any other emerging market player, except Gazprom. At 4.5% upstream production growth in the last five years, none of the IOCs come close.
 


Centrica MD warns that UK will be importing as much gas by 2015 as it produced in 2007. “Capacity does not mean volume,” he warns an industry gathering. See pdf of presentation.
 e-mail to me from Eddie Hyams  afterwards: “Cooking with gas = food for thought.”


Oil executives harangued in Congress over high prices and low renewables spending. The Select committee on energy independence and global warming summoned top executives of BP< Shell, ExxonMobil, Chevron and ConocoPhillips to explain themselves. ExxonMobil took particular flak for paying out $7.5bn in executive pay and dividends, while spending only $100bn on anything related to renewables (The Stanford research funding).


NDA consults industry on options for UK’s plutonium stockpile as Thorp reprocessing reopens.  The NDA hopes to offer government a list of options for use or disposal at the end of the year, having sought help from industry. The stockpile is the result of 40 years of reprocessing of Magnox and AGR spent fuel. The reprocessing produces waste, plus uranium and plutonium, usable as Mox fuel, or for nuclear weapons. The decision whether to reprocess fuel from new nuclear plants is yet to be made. France reprocesses all its spent fuel. Carter banned it in the US in 1977, fearing proliferation.
 Meanwhile Thorp opens after 3 years down following a leak of radioactive acid that went undetected for months.


Protestors disrupt work at Welsh coal mine. Ffos-y-Fran invaded. Operations carry on and two protestors are arrested.


NHBC produces survey showing zero-carbon homes are unpopular. More than 30% say they have no interest in buying a home with built-in microgeneration. 60% prefer traditional looking homes. Builders surveyed professed themselves “not very confident” they could build zero-carbon homes profitable. Also: Only 45% of all surveyed think the changing climate is due to greenhouse-gas emissions rising.


The emissions trading market was worth £31.6bn last year but has yet to work properly. Up 80% on 2006, the €40bn market is expected by analysts Point Carbon to hit €63bn in 2008. €12bn came from the UN scheme and the rest from the EU one. But listed companies are performing poorly on the whole due to the teething troubles of the market, notably the glut discovered in spring 2006, when the price of carbon crashed from €30+ to €10-. The technology linking the two schemes is unlikely to be ready until next April.
 The FSA warns that rapid growth in carbon trading threatens other commodities markets such as gas and electricity. Concerns include the sale of unsuitable products and insufficient data on risks.

2.4.08. 
Credit crunch hits oil industry as largest UK independent fails to find debt for Russia development. Imperial Energy wanted $600m (£300m) over the next two years to develop oil finds in the Tomsk region of Russia. Nobody would lend. It was forced to go for a rights issue, on news of which the share price fell by quarter.
 Yet this is no cowboy outfit. Imperial has more oil reserves than any independent oil company listed in London except Shell, BP and BG Group: 920m barrels of oil equivalent, and 3.4bn if the Tomsk finds are included.


Royal Society appeals to Hutton to mandate CCS on coal plants. UK’s top scientists want stations that do not capture 90% of CO2 by 2020 to be shut down. Meanwhile E.ON has asked the government to delay granting planning permission for Kingsnorth until the government approach to CCS is clear.


Centrica claims that European energy firms force up energy costs in UK. This they do by buying up supplies in summer and not selling back down the pipeline in winter, when the UK needs to import gas. The effect of this “borrowing” when we don’t need so much gas, and then not “returning the favour” when we do, is price inflation. The Europeans have more gas storage than us. We are used to meeting demand spikes direct from North Sea production. France and Germany have one fifth of gas demand in storage, we have just 5%. Jake Ulrich, MD of Centrica Energy, aired the concerns at a meeting of utility executives.
 


Carbon prices seem set to rise as emission trading rules tighten. The number of permits will be cut about 9% between 2008-12. However, the extent of the miscalculation in 2007 became clear as figures show emissions from industries covered by the EUTS were 1.88bn tonnes of CO2 against allowances of 1.92bn. Point Carbon analysts expect an average price of €30 for five years in Phase 2.
 

3.4.08. 
Qatar gas-to-liquids project still well below planned capacity. Sasol’s Oryx project, the biggest in the world, will not be at full capacity of 33,000 bpd until at least the second half of 2009. Oryx opened last year, the first such plant for more than a decade, but was only at 9,000 bpd in December. Note: Shell has had a plant in operation since 1993, and has the biggest - a 140,000 bpd plant - under construction in Qatar. But the bill for that now stands at $18bn, three times higher than the original budget. ExxonMobil had a plant planned in Qatar but scrapped it. Sasol also has a plant with Chevron in a Nigerian swap. Availability of gas could also be a constraint on new GTL plants, because of building and LNG.
 


Research starts on using calcium silicates in soil to absorb CO2. A plant uses photosynthesis to withdraw the gas from the atmosphere, then uses part of the withdrawal to grow. The rest is pumped via the roots into the soil around, there to escape back into the atmosphere. But researchers at the University of Newcastle think that calcium silicate in the soil might be usable to trap the gas, via a reaction leading to calcium carbonate. Professor David Manning thinks “we could potentially see applications in two to three years.”
 

4.4.08. 
LSE professor proposes abandoning Kyoto because it can not go far enough with emissions cuts. A paper by Tom Wigley and others in Nature points to “dangerous assumptions” (the title of the paper) in the IPCC scenarios. They factor in a carbon-intensity decoupler as economies grow, based on lessons from economies – notably Japan’s - in the late 20th century. But the modern global economy is not longer decarbonising, it is recarbonising. IPCC experts noted this, but it was edited out of the summary for policymakers. A new set of policies is needed, one that recognises that the developing world will need more energy, not less. “It would recognise that attempting to control human-created carbon emissions by setting binding output targets and relying on articificial carbon markets and dodgy offsets, as Kyoto does, has not and never will work.” It would focus first on the high-energy-intensity parts of economies: power, building, cement and metals production.


EU plans biodiesel lawsuit against US imports. The European Biodiesel Board will ask the EU to impose import tariffs on US biodiesel imports. The target is not just splash-and-dash but basic US biodiesel imports, produced under a subsidy that does not allow fair competition. The US National Biodiesel Board denies there are any problems.


As arson hits McMansions in US suburbs, Bush declares eco-terrorists public enemy number one. Last month 5 homes under construction were burnt, supposedly by the Earth Liberation Front, according to a hand-painted sheet left at the scene of the crime. Some suspect insurance crime, because the houses had not been sold. Bu the FBI has pit “eco-terrorism”, or ectoage, as the number one domestic terror threat, ahead of rightwing extremism and equal with al-Qaida. Some are likening the current “green scare” in the US to the “red scare” of the 1950s, in the era of McCarthyism. Green-motivated vandals are receiving astonishing sentences. A man who set fire to three cars in Oregon, trying bring attention to global warming and the role therein of gas guzzlers, was sent to prison for 22 years. A woman found guilty of setting fire to a tree laboratory could get 20 years. An act passed 400-6 last month in the House, the Home-Grown Terrorism Prevention Act, will soon be considered by the Senate. It targets beliefs, rather than acts, bringing us into the era of “thought crimes.”


French government could own British nuclear. As five energy giants court British Energy, including EDF, the UK government considers selling its 35% share. Five barriers would stand in front of EDF ownership. The first is nationality, because the French government owns 85% of EDF. The second is the effect on UK electricity competition generally, because BE has more than 20% of UK power capacity, the biggest share. The third is the effect on DBERR’s hopes for nuclear competition: BE owns all the best sites, apart from a few owned by the NDA. The UK government could end up writing a blank cheque to the French government.
 EDF has made itself uniquely unpopular in its own industry. As one nuclear executive puts it: “EDF is the one company that unites all European companies against it. It is a company that it is totally impossible to buy, but it can buy everyone else.”

5.4.08. 
UK faces looming electricity supply crunch, Economist concludes, forcing a return of coal. Only two 1950s vintage Magnox plants are left open and they are due to close in the next two years. Even ardent nuclear optimists say ten years at least before new plants begin to come on line. The LCPD means many coal plants must close. E.ON calculates that without new plants the comfort margin that we have today - peak demand plus 20% - will be eroded completely by c. 2015 (at something around 65 GW: see figure). E.ON has apparently entered Kingsnorth in the government’s CCS competition. But critics point out that the competition covers plants only up to 300MW. Kingsnorth would be two 800MW units. The more-then-half unsequestered would be “capture-ready”, E-ON says. It is far from clear what that entails.


UN Chief calls for biofuels review as 33 countries face civil unrest over food prices. The demonstrations, riots - and deaths - are piling up.
 Governments are defying the IMF by lowering prices, banning exports, and hiking wages. The US has taken at least 8m hectares (20m acres) of land for maize, wheat, soya, and other crops out of production and into biofuels: enough land in two years to feed 250 million people with typical grain needs, enough land to grow 60m tonnes of food. In 2008, 18% of all grain production will go to biofuels, Lester Brown says.
 


CTL momentum grows as US Air Force investigates flying entire fleet of aircraft on CTL fuel. Assistant Secretary of the US Air Force Bill Anderson tells a big CTL conference in Paris (attendees from 28 countries) that  the Air Force wants to complete testing of its entire fleet on CTL fuel within three years. If they are successful, the RAF and French airforce would have to follow. A Chinese Academy of Sciences Study last year concluded: “production of liquid fuels from coal is, practically, the most feasible route to cope with the dilemma in oil supply.” Environmentalists protest that GHG emissions are around double that of oil.

6.4.08. 
Jim Hansen calls for CO2 stabilisation at 350 ppm as evidence emerges that slow feedbacks mean climate sensitivity is twice the IPCC estimate. This would entail huge and rapid GHG reductions. Stay at 450 ppm for long enough and we melt all the ice, the NASA climate team leader says in a paper with his team posted on the web yesterday.
 Hansen later submits a paper to Nature, and Bill McKibben later endeavours to form a “350” movement.


E.ON goes ahead with offshore windfarm planning application despite opposition from MoD. The farm is 300 MW off the Humber. The MoD is worried about its radar. This is the first application since Hutton said we need 33 GW of offshore wind to hit out 2020 target.


MPs call for review of “unsustainable” nuclear decommissioning plans. The House of Commons business affairs select committee publishes a report saying the £73bn liability (annual burden of £1.5m) will almost certainly have to increase again, because current assumptions are unsustainable. The costs went up from £50bn in June 2003 to £73bn in March 2007, and surely will not stop there. The government agrees it is “time to review the model.”


Wal-Mart exerts carbon-pressure on Chinese suppliers. 1,000 Chinese companies are to attend a meeting where goals for big reductions in the eco-impact of the supply chain will be set out. Wal-Mart does around 30% of all foreign buying in China, almost 10% of of total US imports from China: more than $320bn of business in 2007.
 Interview with Lee Scott: he took over in 2000, and in 2005 began the process of changing the retailer into an environmentally-responsible company. He did it “to eliminate this constant barrage of negatives that causes people ….to wonder if Wal-Mart is going to be allowed to grow.” With hindsight, he realised the company had lost direction: it was on the “S-curve of the business schools, a concept he had not even heard of when he took over, by his own admission. Wal-Mart then had only a small public relations department and no lobbyists. Now it has one of the largest media departments of any US company, and spends millions lobbying.
 

8.4.08. 
BP plans to pipe Alaskan gas to the tar sands. Announces a pipeline project with ConocoPhillips, from Alaska to the lower 48 via Athabasca. 4bn cubic feet per day capacity. They will seek clients before end 2010 then go for regulatory approval.
 

13.4.08. 
Russian oil production falls for first time in a decade: IEA says too early to say if it has peaked.  Last year production climbed to a high of 9.87 mbpd. The first quarter this year was 9.76 mbpd. Lukoil VP Leonid Fedun says huge investment will be needed if Russia is to maintain 8.5-9 mbd for the next 20 years. The western Siberian fields are declining fast he says, and the investment will be needed in the Arctic, Caspian, and eastern Siberia. Lukoil wants tax relief to finance the investment. Currently the government takes as tax 80% of the revenue over $27 per barrel.
  IEA blames the uncertain investment climate, especially over Sakhalin 1 and Gazprom’s blocking of gas exports to China.

14.4.08. 
Texan oil billionaire sets up a $10bn renewables project. T. Boone Pickens makes the first payment on a project to erect 2,700 wind turbines across 200,000 acres of Texas. At 4 GW, this will be five times bigger than the biggest wind farm today. Pickens: “Oil fields have a declining curve – you find one, it peaks and starts downhill, you’ve got to find another one to replace it. It drives you crazy! With wind, there’s no decline.” Pickens plans an enormous wind corridor running north south in the middle of America, and an east-west solar corridor from Texas to California. “There needs to be a huge plan from someone with leadership. It’s going to take years to do but it has to start now.”

15.4.08. 
Lukoil exec says Russian peak was last year as oil hits new record high. Leonid Fedun says that last year’s total of >10 mbd was the highest he will ever see. The IEA’s latest outlook (July) has Russian production at 10.5 mbd in 2012. The conventional wisdom has oil price falling as the economy slows down. Its not, says the FT, squarely. The reason is supply: Russia on top of sharp drops in other mature areas: Mexico and the North Sea. OPEC cutting supply by 350,000 bpd has added to the problem. Yesterday WTI crude hit $113.9 9, the highest ever. IEA has global demand growing 1.3 mbd this year, while non-OPEC supply grows 0.8 mbd. OPEC has to make up the rest. The entire forward curve is now trading above $100 on Nymex. Oil company investment hit $250 bn in 2006, up from around $80bn in the early 1990s, according to the IMF in a recent study. But inflation adjusted, that increase is only to $80bn to $115bn.
 


Brazil’s latest oil discovery “may” be 33 bn barrels , Brazilian government official says. That would make it the third biggest ever. Haroldo Lima, Head of National Petroeleum Agency, made the claim about the Carioca field. The announcement helped lift the London stock Exchange generally and BG’s share price in particular (they have a stake). Wood MazKenzie are among those sceptical of the announcement. “I don’t know how he calculates that. It is not credible. ….It is likely to be a few hundred million barrels in place.” In any event, as the article notes, delivering the oil to market will take “the best part of decade.” UK government energy advisor Dieter Helm professes no surprise at the 33 bn figure: “there is plenty of oil around.”

16.4.08. 
Only 30 of 170 carbon offset companies are “quality” providers, an ENDS report concludes. They include Camco International, EcoSecurities, Climate Care and the Carbon Neutral Company. Tree planting schemes are “questionable.” Renewables deliver the highest quality. $4.5bn will be invested in offsetting this year, but only 70-80% of expected credits are materialising as developing country projects fall through.


Nigeria’s oil output “could fall by a third” by 2015 without massive investment, Shell report to Nigerian government, seen by the FT, says. The investment has to be in joint ventures with foreign companies. Needless to say, the oil price hit a new record yesterday: 5 cents short of $115.
 Shell, BP, ExxonMobil, Chevron, and Total pumped nearly a quarter of their total production from West Africa in 2007.


Iran threatens Shell, Total and Repsol: sign South Pars gas contracts or else the work will go to other companies. Deadline: by June. The oil companies are havering on the projects in the world’s biggest gas field as costs soar. The parliament has authorised 3% of 2007 oil revenues of $70bn for development of the field, the oil minister says.
 


Bush proposes freezing US emissions ….by 2025. His most “ambitious” proposal yet. No talk of cuts, which would risk “tremendous costs” to the US economy.
 He is trying to head off a Senate proposal to stop emissions growth by 2012. EU official say they are starled by the weakness of the US proposal.


Stern says his review should have taken a tougher stance on warming. 18 months on he thinks the report underestimated the costs of climate damage and the probabilities of temeperature rises. Should have opted for 80% cuts not 60%. Costs of action he thinks were about right.


Ofgem will scour books in investigating energy companies pricing. They will want to know how much the companies pay for fuel, currently not revealed. They threaten “huge fines” if the companies mislead them. They are due to report in September.
 

17.4.08. 
Majorities in 15 of 16 countries think oil is running fast and major effort is needed on renewables. Faced with the proposition that “enough new oil will be found so that it can remain a primary source of energy for the foreseeable future,” only 22% agree (13% in UK). 70% support the view that “oil is running out and it is necessary to make a major effort to replace oil as a primary source of energy (85% in UK).” Most think the price of oil will go much higher. Americans think their government is behaving as though oil won’t run out. Nearly 15,000 people were surveyed by WorldPublicOpinion.org in countries including the US, UK, Russia, India, and China. The countries represent 58% of world population. Only in Nigeria do a majority (53%) think that governments can rely on oil supply far into the future.
 


FT editorial calls for investment and production tax cuts by Russia. Also an end to ownership uncertainties, and privatisation of state-controlled oil assets, so that foreign companies can compete fully. Otherwise “it will be unable to revitalise its decayed supply network.”


Gazprom announces huge projects in Libya and Nigeria. Putin visits Libya and signs a JV with the National Oil Corporation to explore for oil and gas, produce it and transport it by pipeline to Europe. Gazprom has agreed another recent deal with Eni to work together in third countries, including on a pipeline from Libya to Sicily. Gazprom also says it is talking with Nigeria about a $13bn 4,000km pipeline across the Sahara from Nigeria to the Med coast of Algeria.


Inflation in Russia widens the wealth divide. Prices are rising much faster than pensions. Oil and gas accounted for two thirds of export revenues in 2007.


Greenland glacial meltwater may have less impact on glacier movement, new research says. Aerial surveys and satellite imagery analysed at Woods Hole Oceanographic Institution is published in Science. It suggests that although surface lakes can disappear with flow rates exceeding those of Niagara Falls, for the glaciers studied they contribute only a few percent to the movement. Movement of glaciers near the edge of the ice sheet has doubled in the last two decades, earlier studies have shown.


Rice breaks $1,000 per tonne as panic hits traders / oil breaks new record of $117. This is 3 times higher than a year ago, and the price has hovered not much above $300 since 2005. The panic adds to the impact of export restrictions in countries including India and China.
 Oil broke $117 this week.

18.4.08. 
EU backs away from biofuels target. New standards of “sustainability” are being drafted by the Commission, including sourcing and manufacture, with the Commission proposal being minimum 35% CO2 cuts compared to fossil-fuel equivalents. The Commission is not going to object if countries back off their targets, an official says.
 

19.4.08. 
Solar in UK gives better ROI than money in a building society, Guardian economics correspondent says. A front page splash in the Money section. Bottom line: next year, at the current oil price and the doubled ROC due then, the return on investment without grant is 4% on which no tax is required, meaning that it is a better idea to put your money into a solar roof than put it in a building society account. With a 50% grant, ROI would be 7%. To talk about payback, he says, is to miss the point completely.


Norway does not see as a priority for gas exports / UK energy firms to raise prices another 25%. Thor Otto Lohne of Gassco, the Norwegian gas pipeline company, tells an Ofgem/BERR seminar in London that long-term contracts with mainland Europe are much more important. “The UK is a secondary priority. Like it or not, that is a fact,” he says. Norwar currently supplies about 20% of UK gas, and by 2010 about half our gas will need to be coming from Norway, Russia and other top producing nations. Meanwhile, since the last round of price rises in February, wholesale gas and electricity has continued to rise, meaning consumer price rise of 25% are likely in the summer.


Oil refinery strike threatens UK oil supplies. Ineos, the company running Grangemouth, Scotland’s only refinery, start to shut the site down ahead of a threatened walkout by 1,200 workers over pension rights on 27 and 28 April. The strike could cripple petrol pump supplies for at least a month in Scotland and the north of England, according to the Ineos CEO. A large portion of North Sea oil and gas would also be shut down. Gas goes through Grangemouth as well as oil.
 


New Scientist argues: “we are staking our future on carbon trading, so we’d better make it work.” Tom Burke says that believing it can fix climate change “is to be believe in magic.” $60bn of deals took place in 2007, including demonstrably for projects that would have taken place anyway. Fred Pearce worries that we could be designing carbon capitalism disconnected from the real carbon cycle: “an environmental version of the Enron saga.”
 (L) And see Guardian special issue 25.6.08.
20.4.08. 
Shell CEO insists his company has 55 years of production in its current resource base (at current levels of production). Jeroen van der Veer in an interview with the FT says Shell has $30bn (£15bn), or 20% of its balance sheet, in projects under construction: more than anyone else. “What is unconventional today will be conventional tomorrow. I’m convinced the world needs oil sands.” (Note the headline of this article: I presume the sub-editor got it wrong: he’s not talking about reserves).

 
Russia needs to invest $300bn over the next 8 years merely to maintain current production. So says the Lukoil VP quoted above. The problems began in 2004 when the government hiked the tax take and began to nationalise private companies, not least Yukos. In 2003 the likes of Yukos and Sibneft were posting production gains of more than 20%. Now average production growth has slowed to 2.5%. The state now owns more than 50% of the Russian oil industry, according to the Uralsib investment bank in Moscow. The government takes over 80% of revenues above $27, so that net profit in western Siberian fields, even at $110 a barrel, is only $11. And even if you go for that, you have no idea whether or not the state will seize your fields.


African governments and banks discuss £80bn Congo HEP scheme potentially doubling Africa’s electricity supply. The Grand Inga dam would generate double the Three Gorge’s in China, currently the world’s largest. The idea is an old one, and is being resurrected at a meeting in London because returns available based on the availability of carbon credits. Critics say it is a white elephant that would leave Congo with mountainous debts, and its 94% in Congo without electricity, and the two thirds of Africans without, would still have little or none because the power lines would head existing industry centres especially in South Africa. Congo has exported electricity for years from two smaller schemes at Inga, and villagers nearby get none.
  

21.4.08. 
Saudi King and Aramco CEO say that they have put oil capacity rise on hold: they do not believe there is need for further expansion. Saudi Aramco CEO Abdullah Jum’ah says in a closed door meeting with oil ministers in Rome that the worsening global economy and the move away from oil mean Riyadh is nervous about investing. He says he does not see the need to go beyond the capacity target of 12.5mbd by 2009 (9 now) “at least up to 2020.” King Abdullah was reported by the official news agency earlier this month to have said “I keep no secret from you that, when there were some new finds, I told them ‘No, leave it in the ground, with grace from god, our children need it’.”

22.4.08. 
Saudi stance suggests Ghawar production is in steep decline, analyst says. In a letter to the FT, the head of research at NCB Stockbrokers drops a worrying anecdote in with a list of reasons for concern: sales of water-injection product exceed all its other products, a Saudi oil equipment supplier has reported.  Aramco has more than doubled well numbers since 2004, while trebling recompletions and quadrupling workovers, all without any increase in production. Khursaniyah (500,000 barrels a day) is now behind schedule (due last quarter 2007) and if Khurais (1.2mbd due late 2009) is also delayed there will be problems for global production. Even without further delays, Aramco reports no new capacity from end 2009 to 2012 (at least). Adding it all up, Peter Hutton points out that capacity should be 13mbd, yet SA’s targets are 12.4 mbd by end 2009, and 12.2m in 2012. This probably means that the 5mbd Ghawar field is beginning a fast decline, something the Saudis have long denied in public.
   


Oil almost hits $120 as Chinese demand increases. Ahead of the Olympics, Chinese demand in March was 4 mbd up on last the month last year. Also, Gordon Brown said UK would be pushing for a reduction the EU biofuels target.


Npower mis-selling to be investigated by Ofgem. The probe targets “a potential breach by Npower of its licence obligations relating to marketing.” This move follows front page Sunday Times revelations last month that salespeople had claimed to be from the “electricity board” while getting people with poor English to switch contracts thinking they were signing on for “more information.” Mangers knew, the staff concerned said. Npower says it is an isolated incident involving a few individuals, since taken off the road. Energywatch says they have 400 complaints filed against Npower salespeople.

23.4.08. 
E.ON says it will build two UK nuclear plants. It has signed a letter of intent with Areva and Siemens for two 11.6GW Areva plants. They are unlikely to be ready before 2018.


Conoco quest for new fuels now embraces chicken fat. As well as tar sands and CTL, Conoco is working with Tyson Chicken to produce diesel from animal fat. “We don’t have the availability of new exploration acreage that, historically, we used to get,” says CEO Jim Mulva. “We, as producers of energy, need to look for newer, exotic types of energy.” Mulva has increased his non-conventional energy budget by 50% in the last few years, to more than $150m (not much) in 2008. Shell is less worried, but will up tar sands from 10% of the fuel portfolio today to 15% in 2015. Exxon barrels on unphased, with CEO Tillerson saying “the industry has consistently overcome challenges,” and will continue to do so. Jeff Rubin of CIBC believes they are facing a losing battle. Price –earnings ratios for the IOCs are well below healthcare, technology, consumer goods and other industries. They exceed only conglomerates and the financial sector.


Renewed pressure on TNK-BP by Gazprom. The talks on the detail of the sale by TNK-BP of the giant Kovytka gas field are going slowly, amid complex wrangling. Now Gazprom warns that the state could revoke TNK-BP’s licence completely if things don’t progress fast.

24.4.08. 
BP invests $560m in Brazilian ethanol, defending action on both carbon and food grounds. Half a billion will be spent two refineries, and the rest in a JV company. BP says the ethanol comes from sugar cane and does not affect food supplies. The head of biofuels, Phil New, feels the need to justify the investment both on food and carbon grounds: “Sugar cane has the best greenhouse-gas profile of any biofuel feedstock,” and “I struggle to see how this kind of project can be connected to the food and fuel debate. If it could be connected to it, we wouldn’t be investing in it.”


Petrol price, as opposed to oil price, is at a historic low because of demand constraint. Stagnant or even falling demand at the pump means refiners are only breaking even, and cannot pass their costs on to customers. Oil is at a record $119, but US petrol prices remain below $3.68. Crude cost is now 65-70% of the pump price.

24.4.08. 
Intelligence report released suggesting North Korea helped Syria develop a nuclear plant: the one bombed by Israel in September 2007. Both Republicans and Democrats criticise the Bush Administration for shifting in negotiations away from insisting that North Korea declare all its nuclear activities to only acknowledging US concerns about proliferation.

25.4.08.
Air-conditioning bills hit £800 a month for the pioneer resident of Palm Jumeirah in Dubai. The first 4,000 residents have moved into the luxury development, created by shifting 94m cubic metres of sand into the shape of a giant palm four times the size of Hyde Park which has doubled the coastline of Dubai. The villas crammed onto the mile-long “fronds” (so unlike the brochures) swelter in 48C summer temperatures, and residents are rebelling against the unforeseen, huge and rapidly rising air-conditioning bills. Some, reportedly, are even feeling guilt about the average £25 a week “wages” paid to the tens of thousands of Indian and Bangladeshi labourers who built the place while living in camps in the desert.


Trade war brews over US biofuel subsidies. European biodiesel producers are urging the EU to impose punitive sanctions on US “splash and dash” imports and American producers are urging Washington to take action to protect the trade. All areas of trade war between the US and Europe are now over environmental issues: beef imports from the US (also poultry), genetically modified seeds and foods, and subsidies for plane makers, and now biofuels.


Guinness Asset Management runs newspaper advertisements, one an obituary for fossil fuels, another a birth announcement for its Alternative Energy Fund. Between the two in the Guardian, an article tracks the oil price from $10 in 1998, ambling up to $30+ at the time of the 2003 invasion of Iraq, then soaring from 2004 to 120 today. Mark Moody-Stuart in 2000: “In the longer term, technology will increase production capacity and tend to drive the oil price somewhere below $20 a barrel.”
 


UN says oil price hits food price much more than biofuels. The FAO estimates biofuels are about 10% responsible for the recent rise in food prices. The IMF estimates 20-30%.
 The IEA warns against a mass retreat from biofuels. They make up around half the oil coming to market from sources other than Opec this year. William Ramsay, deputy executive directors, says: “If we didn’t have those barrels, I’m not sure where we would be getting those half a million barrels.” NB Biofuels this year will consumer nearly a third of the US corn crop.
 They contributed 1.3% of world oil supplies in 2007. Even supporters of cellulosic ethanol reckon it is five years from commercial production.
 


Carmakers alarmed by spiralling consensus against biofuels. They have been busy retooling to make flexi fuel and biofuel vehicles. GM CEO Rick Wagoner syas: “oil prices are a far bigger driver of higher dirver of higher food prices than ethanol.” American car-makers have bet more heavily on cars able to run on bioethanol than others, so have more to lose.
 But ethanol from maize in the US saves little carbon, in part because of the coal-derived electricity used in the distillation process. NB. Environmental groups called enthusiastically for use of biofuels in 2004 (FoE, WWF and RSPB).

26.4.08. 
Fear on the forecourts as Grangemouth strike shuts refinery for the first time since the war. Panic buying is underway despite government pleas, some petrol stations have run out, and others are rationing fuel. Steam and electricity from Grangemouth is needed to run a nearby plant into which a third of UK’s oil output flows, and 30% of UK gas, meaning it and therefore 70 oil and gas fields will have to close. The strike is due to last two days, but it will take five to six thereafter to re-open production and a minimum of three weeks for the refinery to come back on line. The union is Unite, which represents the 1,200 workers striking at the site. The Grangemouth operator is Ineos, the third biggest chemical company in the world, who bought the plant from BP in 2005. The issue is that Ineos wants to close the final salary pension scheme. About 10% of UK petrol is refined at Grangemouth. The loss to the UK economy is around £50m a day.

27.4.08. 
LNG flow to UK has slowed almost to a standstill this year, despite high prices. Imports over the winter appear to be less than half last year. This is because Britain has to compete with countries desperate for gas, like Japan and South Korea. The UK is building new LNG infrastructure at Milford Haven, a pipeline to one of Norway’s biggest gas fields, plus pipelines to the Netherlands and Belgium. But the existence of metal does not mean it fills with gas by default. N.B. Gas plants take some two years to build, compared to 4-8 for coal.


Transparency International rebukes oil multinationals for poor performance on corruption. The anti-graft group releases a survey showing middling to poor performance by the NOCs on financial disclosure and anti-corruption meansers. They rank alongside Lukoil and CNOOC. The Extractive Industries Transparency Initiative says it was “unfortunate” the companies refused to so-operate with the survey.


Scotland ships in fuel as a precaution as Grangemouth strike bites. Seven emergency shipments of diesel and kerosene from Rotterdam and Gothenburg, 65,000 tonnes, covering 10 days.


US Air Force calls for Apollo-style mission to combat climate change. William Anderson an assistant secretary at the AF, wants a multi-billion dollar programme spanning all sectors to work out what to do, including real carbon footprints of all energy sources. Of the USAF plan to go for CTL, he says most of the missions can be captured and stored, and the AF will not switch unless a fuel has “a greener carbon footprint” than existing fuels. “Energy demand is going to outstrip any gains from renewables,” he says. “As oil starts to diminish, coal is going to play big.” The USAF has met with its UK and French equivalents to discuss how to make themselves more environmentally friendly: and the Americans are recommending CTL plus CCS.

28.4.08.
Rockefeller family says it is so worried about ExxonMobil that it demands changes in board. The family of the founder (of Standard Oil, the predecessor) have long lobbied for change behind the scenes. Now, they say, their patience has expired. They want an independent chairman and a board with more power, mean Rex Tillerson would be CEO only, not hold both that role and chairman. A family statement reads: “More than a dozen Rockefeller Family members have sponsored four proxy resolutions this year, raising a range of concerns about how the management of ExxonMobil under Rex Tillerson - who is both the CEO and chairman - is failing to address the future of energy and related industry hurdles.  The Rockefeller Family members are the longest continuous shareholders of Exxon Mobil Corporation.”
 At the press conference, they also call for a reduction in Exxon’s GHG emissions and a renewables policy. “We think a few of those billions should go towards looking to the future and the kind of energy this world might need,” says Rockefeller Goodwin. 40% of investor votes supported the independent chairman at last year’s AGM. Exxon’s shares have surged 20% in the last year. The current market value is three billion short of half a trillion dollars. Rockefeller family member shave only $31m of shares, but they are supported by Calpers.

28.4.08. 
Concern as gas producing nations meet in Tehran to discuss forming a gas cartel, again. Russia is leading the process, having tabled a draft charter. They may find it difficult to precisely replicate Opec, because most gas is traded leng-term rather than traded on the spot market the way oil is.


Opec President warns $200 may be coming, and there will be little Opec can do to help. As oil reaches within a few cents of $120, its highest ever, Algeria’s energy minister blames the weak dollar and the credit crunch.


Airlines fear era of cheap flights is over and that more bankruptcies are on the way. The cost of fuelling a transatlantic price has quadrupled since 2000 to more than $40,000. Several US and UK airlines have already gone under.
 

29.4.08. 
BP announces a near-50% increase in quarterly profits: the biggest positive quarterly earnings surprise BP have ever given investors, in terms of analysts’ consensus. Shell’s oil production was down 6% in the first quarter compared to the same period in 2007. Gas production was up 9% though.


Gordon Brown appeals to BP and Shell to invest more of their their profits in the North Sea. Their combined first quarter haul was £7bn. BP and Shell are pulling back from the North Sea because they know the big fields are found. Lorry drivers are protesting in London and environmentalists are calling for windfall taxes meanwhile.
 


Petrobras CEO makes clear they have no data that can confirm 33bn barrel Caracioca estimate. Sergio Gabrielli says a well is being drilled, but won’t produce results for three months. The recent estimate by the Brazilian regulator was not an official one (even if it did hike share prices all round). The field is below salt, where extraction is difficult because the salt can move and crush production well casing. The reservoir is a carbonate, which tends to be more variable than a sandstone, tending to give variable flows that can drop quickly. He expresses confidence. Largest recent discoveries: Kashagan (Kazakhstan, 2000) 14.6 bb; Tupi (Brazil, 2006) 4 bb; Niban (Saudi Arabia, 1999) 4 bb; Shah Deniz (Azerbaijan, 1999) 2 bb, etc.
 Petrobras also tells Mexico it is not willing to go and try help help them arrest their falling production (3.4 mbd Nov 2004, Nov 2007 2.9mbd) by drilling in deep water just as a services company.  Mexico does not have the expertise to produce in deep water, and desperately needs it.


Blood and Gore raise a second fund: $683m to invest in early stage environmental companies. The target for Generation Investment (chaired by Gore and managed by former head of asset management at Goldman Sachs, David Blood) will be small companies in renewables, efficiency, biofuels and biomass, and carbon trading. This Climate Solutions Fund joins the Global Equity Strategy Fund, $2.2bn for large companies in sustainable fields.


Most carbon-friendly UK homes yet are finished in Surrey. The Raven Housing Trust has built the first homes at Level 5 of the Code for Sustainable Homes. These are double the efficiency of the standard building regulations (level 1). The walls are thick and well insulated. The windows are triple-galzed. There are no radiators, and any heat generated by appliances and people is used by a heat-recovery ventilation system. There are rooftop solar PV panels, and a biomass boiler fuelled by wood pellets. The top level, 6, involves dwellings where energy consumed is replaced with renewable generation. All new housing must reach this level by 2016.
 
30.4.08. 
Shell ditches share in UK’s largest windfarm, sparking fears of a retreat from renewables. The Shell statement attempting to justify dumping its 33% share in the £2bn approved London array (one of only two renewables projects it is working on in the UK) is all is all about profit, which appears largely to be in hydrocarbon schemes. E.ON’s CEO says he is disappointed, and that the London array is now on a knife-edge because of the “new element of risk” Shell has introduced. Note: The array is 1,000MW. 404MW of wind is operational offshore at 7 sites, 550MW is under construction at 5 sites, 2,500MW is approved at 9 sites, and 2,100 MW has been submitted at 6 sites: total 5.5GW. Onshore, 2,062MW of wind is operational, 890MW under construction, 2,461 MW approved, and 6,804 MW submitted: total 12.2 GW. The combined total of onshore and offshore is 17.7GW, against a government target of 33GW by 2020.
 The cost of the Thames array was an estimated £1m in 2003, was £1.5bn by 2005, and now may be as high as £2.5bn. The rising price of steel is a big problem.
 

1.5.08. 
ExxonMobil’s oil production falls almost 10% in the first quarter of 2008. The company declares record profits, but its shares fall 3.6%, with analysts warning the company may not grow at all in the next five years.
 A Wall Street portfolio manager, Chris MacDonald of WHG Funds, says the news is “kind of shocking. It makes the future seem kind of dire, because this quarter they really got bailed out by high oil prices ….It shows that you’re at the limit of big new finds.”


MPs call for biofuels rules to be suspended. The House of Commons Environmental Audit Committee makes the call as industry warns that the UK will only have enough surplus wheat production for 3 biofuels plants. Several more than these are planned.


Poll shows Britons are unprepared to foot bill for saving planet. More than seven in ten voters say they would not be willing to pay higher taxes to combat climate change. Two thirds think the tax system has been hijacked simply to raise cash. Three in ten would oppose any legislation favouring green policies and the same number believe green taxes would have no discernable effect on the environment. Only 34% believe extreme weather events are becoming more common and one in ten believe climate change is entirely natural. Opinium surveyed 2,000 adults online to get these depressing results.


Silicon Valley venture capitalists expand cleantech focus as the millions roll in. VCs in the Valley have raised hundreds of millions in the last few weeks. John Doerr, legendary partner at Kleiner Perkins Caufield and Byers, explains that “We have identified 50 sectors in green tech. Two of those, solar and biofuels, are the most popular. (But) we think there are some outstanding opportunities in (other) sectors.” Another VC says that demand side is just as exciting as supply, and indeed returns can come faster because you can build companies quicker. Opportunities include energy-saving building materials, energy management systems for buildings including smart grids, and energy storage.


Greenpeace report argues CCS is a “false hope.” It won’t be ready at utility scale before 2030. It will use 10-40% of the energy from the power plant. Underground storage of gas is risky. It will double powerplant costs. It poses significant liability risks.
 (L)

1.5.08. 
IEA Chief Economist warns 2008 IEA WEO will give a “shrill warning” on oil crunch. Probably the most strident interview the IEA's Chief Economist has ever given and a major contradiction of how the FT reported peak oil in the climate report.  FB: “…We see a sharp decline in production from the existing oil fields, especially in the North Sea, the USA and many non-OPEC countries. ….we (also) looked at all oil exploration projects around the world: 230 altogether, in Saudi-Arabia, Venezuela, the North-Sea, everywhere. Even if all those projects which are already funded will be implemented, the overall capacity they can bring for new oil production is too little.” Q: How much is missing? FB: “Exactly 12.5 million barrel a day are still missing, about 15 % of the global oil demand. This gap means that we could face a supply shortage and very high prices during the next years.” Q: In the WEO 2007 it is mentioned that the rapid decline of oil production will be between 3.7 and 4.2 percent per year. Is that right? FB: “Exactly.” Q: This decline is even steeper than the one predicted by the Energy Watch Group! FB: “I can already tell you that in our "World Energy Outlook 2008" which will be published in November we will deal in depth with the prospects of the oil and gas production. We will take a look at the 350 most important oil and gas fields and explore how much production rates are sinking and what that means. ….As far as I know this will be the first profound public study in which we verify and revise our knowledge about how much oil and gas is going to the markets. Many people will come to new conclusions about this.” Q: One of the statements of the WEO 2007 is that the complete additional oil production has to come from the OPEC countries and especially the Middle East. Salem el-Badri, the general secretary of the OPEC has announced on a conference regarding energy security in London last February, that the OPEC wants to invest 200 billion dollar until 2012 to create new production capacities of 5 million barrel (mb) a day. This is a sharp contrast to the WEO 2007 where you state that to the year 2020 we need 24 mb per day in new production capacity to satisfy the rising demand for oil. So de facto Salem el-Badri says that the OPEC will not be able to meet the expectations. Doesn't that mean that we will run into serious problems? FB: “Indeed. this is the reason that this year for the first time we announce a "supply crunch" situation. There is a gap between the global demand for oil and the amount which is or can be brought to the market from that region. We think that the oil producers have to increase their production output significantly, but we are not sure that they will do it or even can do it.” “If you look at the dimensions, I don't think that the markets alone can solve those problems. We cannot leave everything to them. The national governments as well as international institutions have to help to define the rules and follow them. The issue is too important.” “Several people now think that the global oil and gas production will get into troubled waters soon, but this is not only due to resource depletion. The lack of investments are another problem, as well as the fact that some countries don't want to increase production. ….Before I joined the IEA I worked for the OPEC in Vienna. And every oil person had the same thoughts: I don't use up all the oil that I have today, but leave some for my children and grandchildren, so they will be able to make money from it as well. And I understand that. In many oil producing countries, oil is the sole or at least most important source of income.” Q: If I understand you correctly, you say that the demand for oil could rise 3 % globally every year, while we have to expect a decrease of 4 % in oil production in the time from now until 2015. That would be 7 % each year which are missing. “The demand might increase a little slower. But there could be a large gap between what should be there and what actually will be there, especially if we do not put massive efforts into improving the efficiency of cars or change to other transportation systems. If we don't take measures on the consumer side, the consumption will continue to grow. And if we have not invested enough into oil production, we will flounder. “We can see a gradual incline and that will give the people some time to adapt. But on the long run it has to be clear: if oil will be gone by 2030, or in 2040 or 2050 does not change much.” Q: You really say that? FB: “Yes, one day it will definitely end. And I think we should leave oil before it leaves us. That should be our motto. So we should prepare for that day - through research and development on alternatives to oil, on which living standards we want to keep and what alternative ways we can find.” “With the World Energy Outlook 2007. It was a clear signal to the governments of all our member countries. They take energy and oil security much more important than before, now. And when we present the WEO 2008 this November, I think it possible that the sirens will shrill even louder.”

1.5.08. 
Interest in survivalism grows as Survivalblog.com attracts 82,000 visitors a week. One enquiry asked what weapons should be kept handy. American responders advised the questioner to get out of the UK soon, while the US and New Zealand still accepts émigrés.

2.5.08. 
Triodos Bank offers £8.5m public share issue for investment in small- and mid-size UK renewables. This is their fourth such offering in the 13 years of their wind fund (now called Triodos Renewables). The last, in 2005, returned 22% (investments in wind, small-scale hydro, and Marine Current Turbines). A £2,970 investment “will produce renewable energy output equivalent to the average person’s carbon footprint,” the bank says (smallest investment is £825).

3.5.08. 
Renewables investors seek to attract conversions from other industries with training course. Concerned about the growing lack of talent, VC firms in New England have established a three-month renewables “fellowship.” They seek recruitment of the right calibre people as a major bottleneck for cleantech.

3.5.08. 
Falling North Sea investment means 2020 oil and gas production might be a sixth of today’s: enough to meet only 8% of UK demand. Nine billion barrels might be left unproduced - about nine years of production at current levels – the CEO of Oil and Gas UK says. Peak production of oil was 4.5 mbd in 1999, and now stands at 3 mbd. 36 bb have been produced. Oil company plans envisage only another 10 bb of production, but the government estimates 16.5 – 25.5 bb of recoverable oil. BP has sold its Forties Field. Oil and Gas UK estimates 96% of future discoveries will be less than 50 mb.
 

Polar bear could stop Shell in its ambition to drill in the US Arctic. In ten days the US government has to decide – by court ruling - whether the bear is an endangered species or not. If so, no drilling. If not, environmentalists take legal action to stop the drilling.

4.5.08. 
As the oil price rises and rises, rural dwellers in Scotland return to cutting peat. Sales of peat-burning stoves are soaring.

5.5.08. 
CERA reports that 50% or more of the experienced workforce will be retired within by 2015. The workforce is dominated by people close to retirement and inexperienced graduates. The average age at retirement is 55.


Bad weather threatens big shortfall in US maize harvest, meaning more pressure on food prices. The draft farm bill under debate in Congress entails only a small cut in ethanol subsidies, from 51 cents a gallon to 49, meaning US bioethanol production will be taking food from people. (There is also an import tariff of 54 cents a gallon, aiming to keep Brazilian ethanol out). The bill will set agricultural policies for the next five years. Cool, wet weather is hitting as crop that is already 8% down in terms of acreage planted on last year due to high input costs and the fact that other crops are becoming more attractive. Senators are shifting position as the crisis becomes ever clearer.

6.5.08. 
Serious food price problems emerge even in Gulf oil-producing countries, including food riots in Abu Dhabi, Yemen and Egypt. The FAO estimates a $22bn cereals import bill for the MENA region this year, 40% up on 2007. The FT headline reads: “Mideast reels as hunger outgrows oil revenues.” Even Saudi Arabia is seems to be wondering how it can feed its population.
 The central bank governor warns that the kingdom faces “a critical situation” over inflation, which is running at 9.6% in March, creating huge problems in a country long used to zero inflation. He calls for Saudis to curb spending. In the UAE and Qatar, inflation is even higher.


Goldman Sachs analyst, who successfully predicted $100 oil at $55, now warns of $200 oil in the next two years. The price meanwhile crosses $122, the highest ever. Arjun Murti predicted a “super spike” above $100 in March 2005. He now says “the possibility of $150-200 per barrel seems increasingly likely over the next 6-24 months.” Oil option contracts betting on $200 by December have tripled since the beginning of 2008.


Former Labour Cabinet minister questions nuclear industry’s uranium figures. The problem is that even the IAEA and OECD put total world uranium reserves at 4.7mtonnes, and production is falling. If fast reactors were ready by 2030, as planned, a further 10mt would be needed by then, and it would have to come from what the industry calls “speculative and undiscovered resources.” Generation IV reactors are due to be ready by 2030, the industry hopes. before then we carry on with generation II (advanced AGR) and III (the ones now being built including at Olkiluoto) [generation I was Magnox]. Generation II and II reactors operate in “once through” mode meaning that a good deal of fissionable uranium ends up in waste. The US is already using former Russian weapons uranium for half its supply. If the Generation IV reactors are run in “breeder” mode, they can address this problem while massively compounding the waste issue. If they are run in “burner” mode the waste problem is reduced, but you are left with the supply problem. Michael Meacher’s conclusion: “A nuclear renaissance? Forget it.”

7.5.08. 
UK energy minister Malcolm Wicks offers a complacent UK government peak oil assessment which – incredibly -  he says is in line with the IEA’s. John Hemming: “To ask the Secretary of State for Business, Enterprise and Regulatory Reform what the Government’s estimate is on when global oil production will peak; and what information has been used to arrive at that estimate.” [203516] Malcolm Wicks: “The Government do not estimate the timing of peak in global oil production. However, it is our assessment that the global oil reserves are sufficient to prevent total global oil production peaking in the foreseeable future provided sufficient investment in both upstream and downstream is forthcoming in order for production to keep pace with the growing global oil demand. This is consistent with the assessment made by the International Energy Agency (IEA) in its 2007 World Energy Outlook (WEO).”
 Consistent? The IEA warned of an energy crunch within 5 years after that report.


Shell’s former global brand standards manager rages against company’s loss of values in wake of windfarm cut-and-run. “Sometimes Shell’s actions are so extraordinary that you wonder if the announcements that they make are a wind up – thrown into the ether just to see what might happen. ….As an ex-employee, pensioner and small shareholder …I find Shell’s mismatch between rhetoric and reality a continuing and monstrous disgrace. ….The latest so-called “Shell brand campaign” is apparently a new initiative designed to communicate “What Shell stands for” -  the campaign material states what this is: We are positive about energy. We are anti-complacent. We are creative, persistent problem solvers. So let’s take a look at the withdrawal from the wind farm project about which Shell UK Chairman James Smith boasted less than eighteen months ago: “The London Array offshore wind farm will make a crucial contribution to the UK's renewable energy targets.” Is this withdrawal being “Positive about energy”? Isn’t the abandonment of the project so precipitously extremely “complacent”? Can’t Shell be seen not as “creative, persistent problem solvers” but as mendacious knee-jerkers who when they encounter the unknown or the uncertain they run like hell for cover?”

8.5.08. 
World carbon trading value doubles to about $64bn in 2007. The World Bank’s annual review of the emissions markets shows that EU ETS did $50bn of this, up from $24bn, and the UN market $5.6bn, up from $445m.


Call options on $200 oil surge. They have risen fourfold since the beginning of the year, and 40% in the eight days this month. It only cost investor 70 cents to buy the December option, which could be taken as an indication the market sees the actual probability of $200 oil before year end as low.


Chinese agriculture ministry proposes buying agricultural land in Africa and South America. Under the proposal, agricultural companies would be encouraged to buy land abroad because China may have 40% of the world’s farmers, but it only has 9% of the world’s arable land. Saudi Arabia and Libya are looking to buy land abroad. Libya is talking Ukraine about growing wheat.

9.5.08. 
Putin says taxes on the Russian oil industry must be reduced in order to reverse production fall. This in his inaugural speech to the Duma as PM on May 8th. But the Economist wonders if its too late, because fields can take ten years to bring onstream and the punitive taxes – the government can take as much as 92% of profits – mean companies are hoarding their money and not investing. The industry would have to invest in eastern Siberia and Okhotsk anyway because licences have yet to be handed out for the Arctic, and because of declining returns for enhanced oil production in western Siberia. Oil and gas provides fully half Russia’s budget revenues, 65% of experts, 30% of GDP, and the Economist concludes “the government has put at risk the goose that lays these golden eggs.” Note: Russia is the second biggest producer, but production has fallen for four straight months and is 2% down on the 9.9 mbd peak in October 2007. Reserves of 80bn are the seventh biggest (BP says). TNK-BP provides 20% of BP’s production but only 10% of the profits. Lukoil is investing $10bn a year, but more into gas than oil, which is more lucrative because tax is lower. It is also investing in refining, because tax on exported petrol is lower than on exported crude oil.


Fuel demand drives oil and corn to new records. Oil reached $126, double the price a year ago: a $10 rise in a week. Opec’’s secretary-general still insists “there is clearly no shortage of oil.” But some ministers are now saying Opec should meet before the next scheduled gathering, in September. Corn is now $6.75 a bushel, up 75% on this time last year.


Sales of home-brew biodiesel reactors are rocketing. Ecotec Resources, for example, makes reactors and 100,000 litres of recycled fuel itself. He sells 15-20 machines a week and all his fuel and can’t meet demand. If you collect your own waste cooking oil, it costs 15p a litre. The forecourt price is £1.25. You can easily save £100 a month, as well as 90% of GHG, says client Gordon Elliot. There are some 35 companies refining recycled oil, and an estimated 20,000 individuals. You can make 2,500 litres a year legally, so most are working legally ….for the moment. The first break in has happened at a fish and chip shop just to steal the waste oil. Buyers include hauliers, taxi firms, etc. The Borough of Richmond, tendering a £3.5m contract to run all its 300 council vehicles on recycled oil for three years, calculates it can save nearly £100,000 and reduce greenhouse-gas emissions by several thousand tonnes. A true grassroots industry seems to be emerging.


Renault-Nissan aims to lead the industry in all-electric cars. CEO Carlos Ghosn says: “We must have zero-emission vehicles. Nothing else will prevent the world from exploding.” He is teaming up with Project Better Place to take EVs to Israel and Denmark by 2011, and plans to launch one in the US in 2010. By 2012, Renault-Nissan intends to have a range of EVs in all main markets offered at prices lower than equivalent petrol models. Nissan and NEC are investing heavily in the lithium-ion batteries needed to make this happen.


Hundreds of $billion savings in energy efficiency still go begging at today’s high energy prices. McKinsay Global Institute (MGI) believes the world could get half way to deep cuts in emissions (550ppm CO2) profitably, using existing technology, and earning an average return on investment of 17%, and a minimum of 10%. Around $170bn would have to be spent by 2020, but the returns would be quick, and anyway that figure is a mere 1.6% of today’s global annual investment in fixed capital.
 (L)

Warming oceans may become starved of oxygen, creating deserts in terms of life. Oxygen dissolves less well as water temperature rises. German scientists analyse data spanning the last 50 years showing O2 concentrations in large areas of the Pacific and Atlantic have fallen below 120 micromoles per kg of water, the level at which marine creatures begin to suffocate. Original paper is in Science magazine.

11.5.08. 
Another round of price increases in utility bills will mean 1 in 5 UK households in fuel poverty, Energywatch warns. Oil price up 90% on a year ago, UK utility bills up 85% on 5 years ago, diesel up 27% on a year ago. ($65 to 126, £543 average a year to £1,000, 95p a litre to £.21). 4.5m households are now in fuel poverty. Over half single pensioners are spending more than 10% of their income on energy bills. Help the Aged estimates that of the 11 million pensioners living in the UK, 20% are in fuel poverty.

There is no chance the American century is drawing to a close, Will Hutton argues. The fashionable view of a busted flush is wrong, he says. The 21st century knowledge economy will save it. Of the world’s top 100 universities, 37 are American and 3 are Chinese. No other country spends proportionately more on R&D. Of the top 50 companies ranked on R&D 20 are American, none are Chinese. Half the world’s new patents are registered by American companies, and almost none by Chinese.


Shell pulls out of Iranian gas project. The pressure for Washington has been too great. Repsol also quit. The whole South Pars project may now hang in the balance.
 


Estimates for US nuclear plants inflate 2 to 4 times. The tab for the new generation of plants, summarising a number of recent company estimates, is now $5-12bn a pop. This is primarily a result of commodity prices, labour shortages.

12.5.08. 
Atmospheric CO2 rises more than 2ppm in 2007 for fourth year in last six: worse than feared. The annual figure from Hawaii this time was 2.14ppm, and the total is now 387 ppm. From 1970 to 2000 the rise was a steady 1.5 ppm. Since 2000 it has averaged 2.1. Scientists think the steepening accumulation rate is due to three things: accelerating coal use in China (perhaps half), growth of the global economy generally, and a weakening of sinks as forests, seas and soils lose their ability to absorb CO2. Feedbacks are kicking in, in other words.


BP scraps a second CCS project, this time in Australia. The project was with RioTinto: a coal station with carbon storage in a saline aquifer. Now they have decided the geological formations are unsuitable for long term storage.

13.5.08. 
Mountaintop mining for coal is splitting hard-up communities. Around a third of US coal comes from the Appallachians and about of third of that comes from mountaintop seams. More than 400 Appalachian mountains have had their tops dynamited off to expose coal for open cast mining. Disfigurement, flooding, and carcinogens in the water supply are among the downsides. Dozens more mountains face the same threat. Polls show a majority in West Virginia and Kentucky opposed, but political leaders are uniformly in favour for some reason. Protestors find their cars smashed and their dogs shot dead. As Mary Anne Hitt, director of an Appallachian conservation group, puts it: “The coal industry and the political establishment are interconnected and the interests of industry are put ahead of ordinary people.”

14.5.08. 
German President says financial markets have become “a monster.” Horst Köhler, a former head of the International Monetary Fund, calls for much tougher regulations and pay reform in an interview with Stern magazine. “I am still waiting for a clear, audible mea culpa. The only good thing about this crisis is that it has made clear to any thinking, responsible person in the sector that international financial markets have developed into a monster that must be put back in its place.” “We need more severe and efficient regulation, higher capital requirements to underpin financial trades, more transparency and a global institution to independently oversee the stability of the international financial system. I have already suggested that the IMF assume this role.” “Capitalism only has a future if it rises up to its responsibilities. Especially its responsibility towards the weak. It is about practising responsibility and solidarity without at the same time switching off market and price mechanisms.”

15.5.08. 
First zero carbon home to be built by a UK volume housebuilder unveiled. The house is airtight, with concrete walls, super-insulation, and triple glazed windows, meaning it requires minimal heating. It uses rooftop solar PV and thermal panels and an air-source heat pump, which acts like a reverse air conditioner, pumping warmed air into the building from outside, and releasing stale air from which the heat has been extracted. The ASHP is powered with electricity from the PV. The first home is at the Building Research Establishment, and the first estate – all Code 6 and complete by 2011 (five year ahead of schedule) - will be near Bristol. No gas is used. Hot water comes from the solar thermal, with backed in winter from the heat pump. Not only is the house zero carbon, but its carbon cost of building is extremely low. The lifetime use of carbon-intensive concrete pays itself back over time because it helps the house last over 100 years.

 
World’s first high-performance electric car hits UK roads. The “Green rocket,” as the Daily Mail calls the Tesla Roadster, acclerates from zero to 60 in less than four seconds, the car is faster than all but a few gasoline-powered cars. It has a top speed of 150 mph, and a range of 250 miles. At $92,000, the 2008 production is already sold out. (Same price as a Porsche 911, but not requiring the £70 a tank for less than 300 miles driving). This is not about high-performance toys for rich Californians, because the Tesla Motors plan is to adapt the revolutionary drive-train and motor for a four-door saloon costing less than $50,000 and a $30,000 mass-market model.
  Vanity Fair says the Tesla Roadster “could spell the end of the internal combustion engine.” The Tesla overcomes objections raised about earlier battery cars, like the GM EV1 of the 1990s. That best version of that had nickel-metal hydride batteries, which had a memory problem. The Tesla has lithium-ion batteries, which obviate the memory issue, and are recyclable.
 Regenerative braking adds to the efficiency, which is twice that of a popular hybrid (assuming gas is burned at the power plant), giving half the carbon dioxide emissions. The Tesla is six times as efficient as a typical sports car and emits a tenth of the carbon dioxide. Of course, if you use renewable electricity, the emissions would be zero. The car needs 0.38 kilowatt hours per mile (at a cost of about 1p, or less than a pint of beer per charge), so that if you drive it 10,000 miles a year, a 5 kilowatt solar PV array would provide all the electricity needed. That could fit on the roof of many a Californian home. A 3.5 hour charge is needed for the 220 range, and Tesla says the charge time will shrink to that of a long lunch as their R&D delivers.
 Rosie: “As we stop for a sandwich in a country pub, a radio is blaring away in the background, with a local DJ advising listeners on where they can find cheap petrol. "We've found some for 111p a litre at BP in Bicester," he says, scarcely able to contain his excitement, "and someone's just phoned in to say it's just 110.9p at Sainsbury's in Kidlington - phone us now if you know of any better deals." Well, how about a gleaming sports car that not only looks the height of cool, but costs less than a pint of beer to "fill up"?”
16.5.08. 
Oil reaches new high of $128 on fears of a diesel shortage and a Goldman Sachs prediction of average $141 prices in the second half of the years, up from $107 in an earlier forecast.


FT calls for a global summit on oil supply to combat high prices. The lead editorial says there should be three objectives: to encourage efficiency, to encourage investment, and “to smooth the recycling of billions of dollars in oil revenues from producers back to the consuming countries.” The latter addresses the trade surpluses and deficits building up, aiming to make sure the imbalance doesn’t cause a currency crisis.

17.5.08. 
Saudis say they will lift production by about 300,000 barrels after Bush visits and appeals direct to King Abdullah. This would be 9.45 mbd, by June, the highest level since March 2006.

17.5.08. 
UK campaigners target coal-fired power plants, seeking guarantees CO2 will be contained. Eight plants are being planned, equal to entire 2050 target the UK has set itself. Eon’s two intended plants at Kingsnorth would generate 8 mt CO2 equivalent at full 1,600 MW capacity. They await government approval. Eon’s clean coal business development manager, Andy Read, admits there is no guarantee, even if CCS can be made to work, will be fitted without subsidies from government. Meanwhile, Denmark and NZ have moratoria on new coal plants, Canada says they must have CCS by 2018, California the same by 2020. Of 151 new coal plants announced in the US last year, 59 have been dropped due to protests and 49 are being contested in court.

18.5.08. 
UK government pledge to speed up wind farm planning process fail to materialise. The BWEA annual review shows 22 projects awaiting approvals. The average wait time has increased to more than 24 months.
 

19.5.08. 
Zero carbon home operating on Unst, Scotland at the same latitude as southern Greenland. It is powered entirely by wind and sun, completely off grid. The couple who own it run a battery car and will soon grow almost all their own food in a solar heated greenhouse with plants grown in high-nutrient hydroponic liquids under special LED lights creating artificial seasons. The couple who built it run a website which has been the fourth most popular site worldwide on Google (www.zerocarbonhouse: check). Scotland also has the first island grid. Switched on in February, it links 45 homes and 20 businesses on Eigg, powered by a mix of wind, solar, and two small HEP dams.
  


Gordon Brown accuses Opec of with-holding supply from the market, calling it “a scandal.” Speaking a conference in London, he says: “It is, as people will recognise, a scandal that 40% of the world’s oil is controlled by Opec, that their decisions can restrict the supply of oil to the rest of the world and that, at a time when oil is desparately needed and supply needs to expand, Opec can with-hold supply from the market.” He calls for the EU and G8 to break Opec’s power, but didn’t say how.


Eni finds oil sands in the Congo, possibly 9 billion barrels in all. This is potentially Africa’s first large unconventional oil development. Eni intends to bring it onstream by 2011. It could exceed their entire current reserves of 7bboe, and be on a par with Kashagan.


US imports fall as conservation kicks in. The EIA reports imports at 57.9% in the first quarter compared to 58.2% last year. EIA forecasts imports falling from 60% to 50% by 2015.
 

20.5.08. 
Long-term oil futures almost hit $140 by end 2016 on fears of shortage by 2012. Traders say they have never seen such a jump and that investors are increasingly betting on peak oil because of geopolitical and geological peak oil. T. Boone Pickens gives another prediction that fans the flames: $150 oil by year end.


Kuwait government moves again to engage international oil companies in bid to raise production. Kuwait Petroleum Corporation is negotiating performance-related contracts for the first time, hoping to lift production from the current 2.6 mbd to 3 in 2009, 3.5 by 2015 and 4 by 2020. Its plan known as Project Kuwait, in which IOCs would be offered operating services contracts, was repeatedly blocked by parliament. The Emir dissolved parliament recently, but new elections are being held this month. KPC is hoping that that the new contracts will prove more palatable to parliamentarians, because they will suppress fear that foreigners will be given ownership of the oil.
 


Russian agents rid BP-TNK’s office for a second time in two months. Timed nicely ahead of the BP CEO’s visit to the St Petersburg economic forum. The speculation in Moscow is that Gazprom will try and turn this pressure into a merger with Gazprom Neft, its oil arm, in which BP would have a 25% stake.


npower breaks through the 1 MW PV barrier in UK, notwithstanding poor subsidy regime. Since starting selling solar PV in June 2007, the company has around 500 customers exporting to the grid (i.e. average size 2 kW, costing £11,800, or £5.9W): about a third of the total selling surplus energy, according to Ofgem. Most use Schueco polycrystalline modules. Npower now also has Lafarge tiles on its list.
 

21.5.08. 
IEA gives another warning on an early oil crunch: its new supply study is not finding good news. The IEA is in the middle of its first assessment field by field in the top 400 fields (two-thirds of global production), and pessimism is growing, far ahead of the November production date. The agency fears that aging fields and under-investment will mean a peak below 100 mbd. Fatih Birol, the IEA's chief economist and the leader of the in the 25-member team doing the study, tells the Wall Street Journal: “The oil investments required may be much, much higher than what people assume. This is a dangerous situation.” “We are of the opinion that the public isn't aware of the role of the decline rate of existing fields in the energy supply balance, and that this rate will accelerate in the future.” The EIA is also reported as being increasingly pessimistic. 
 

US oil executives grilled in Congress about profits. Meanwhile, Herb Kohl, a Wisconsin Democrat, is trying to get the anti-trust exemption given to OPEC members removed.
 


Rockefellers attract allies in battle with ExxonMobil. Nineteen investors, including Calpers and Calsters, support resolutions calling for a new independent chairman and action on climate change.
 Two of the family write an FT op-ed explaining their desire to see an independent Exxon Chairman. 92 percent (70 people) of all living descendants of John Rockefeller, founder of Exxon, want to see reform. Otherwise, they believe, the long-term value of their shares will suffer. The company has no plan for the changing energy environment. No strategy for carbon, or for the skills shortage (the industry’s biggest strategic risk, so a recent Ernst and Youndg report says).
 

 
Goldman, Merrill Lynch and Barclays Capital all now warn of a super spike in oil price. And so the price goes up again. The Saudi oil minister is being rivalled by Wall Street analysts in his ability to do this, the FT says.


American Airlines cuts planes and jobs. CEO Gerard Arpey says: “The airline industry as it is constituted today was not built to withstand oil prices at $125 a barrel.”


Twelve ME states have now delared an interest in developing nuclear power. UAE and Libya have signed co-operation agreements with France.

22.5.08. 
Oil passes $135, breaking record for three days running, up $10 in a week. OPEC blames speculators. Libyan oil mister Shokri Ghanem: “$200 a barrel is not logical, but even $135 a barrel is not logical, so yes oil could reach $200 a barrel. Why not?”


Ford says it can no longer hit its goal of black figures next year. CEO Alan Mulally says the US auto market has hit a tipping point of people switching to fuel-efficient cars at the expense of SUVs and pickups.

24.5.08. 
Fears of stagflation grow. Compared to prices a year ago, electricity is up >11%, unleaded petrol up >18%, heating up 120%. Jet fuel is up 450% on 2003.
  The FT comments that: “normally it takes a war to lift oil prices $10 in a week. Not this week.” Fuel subsidies are common in SE Asian and countries including Taiwan, Malaysia and Indonesia  start cutting them.


Two thirds of the world’s population faces double-digit inflation, the Economist reports. America is close to recession and growth in other economies has slowed, but inflation continues to rise. “An economic serial killer is on the loose.”


IEA to probe fears that global oil shortages are real, the Observer reports. Lawrence Eagles, head of oil markets research at IEA: Our findings will form part of the short- and long-term forecasts that we intend to publish in July and November. Up to now we have believed supply can cope with demand. One caveat is that we don’t know for certain whether estimates of reserves in countries such as Saudi Arabia are entirely accurate.” The worry is an extremely narrow margin by 2012, when demand will be around 05 mbd on current demand trends.
 

25.5.08. 
Fears that green business will suffer in the economic downturn. Global sales of environmental industries are over $500m – as big as aerospace or pharmaceuticals already, according to the Environmental Industries Commission, which expects sales of $700 bn by 2010. But the Observer is concerned that moves like Shell’s recent withdrawal from a major UK wind project won’t help. On the other hand, for example, Ceres members have promised to be investing $10bn in clean energy by 2010, up from $2bn (out of $5,000 [5 trillion] under management). JP Morgan expects the carbon offset market to be half a trillion by 2010 up from $60-70bn in 2007.
 


Robot submarines to search for radioactive waste on the seabed off Dounreay nuclear site. The robots will cross-cross the seafloor with geiger counters looking for specks of plutonium from accidental dumping in the 1980s. They will lift the particles and transport to land for storage. Two miles of beach have been closed since 1983 when the dumping of fuel rod fragments was discovered. The UKAEA was fined £140,000 at Wick Sheriff Court – eventually, in 2007 - for the “very grave errors” involved. The government ordered the closure of the failed fast-breeder programme at Dounreay in 1994: plus a clean-up to be completed by 2025. The site, with huge amounts of urnaium and plutonium in storage, is a terrorist threat, and is heavily guarded by armed police. One Scottish plan is to build tidal power station on the site, because – according to site director Simon Middlemiss - the currents are so strong. (JL: So why were only 2 miles of beach closed then?)

26.5.08. 
All Gulf states except perhaps Qatar now face gas-shortage constraints to their development, experts say. GCC countries face 6-12% annual growth rates in electricity demand, compared to 2-4% in developed countries. Pure gas is relatively rare in the Gulf. Says one Saudi official: “There is enough gas but the problem is its cheap and everyone wants to use it. The petrochemicals people, the desalination people, everybody – and Saudi Arabia has to expand.” Qatar has the third biggest reserves in the world, >800 trillion cu ft. By comparison Saudi has >200 trillion cu ft, the fourth largest. UAE, the fifth largest has a little less than SA, c. 200 trillion, but has to import from Qatar. Qatar has put a moratorium on projects in the North Field, the world’s largest gas filed, until 2010. The queue of projects in Saudi Arabia means that Saudi officials are considering the unthinkable: importing gas. Another un-named official: “Unless the gas ventures in the Empty Quarter get some gas, then maybe supply might not come to satisfy growth in demand.” No discoveries have been made by the IOCs given licenses to explore or gas in the Empty Quarter in 2003 and 2004 and Total has pulled out. UAE and Kuwait are burning liquids in power plants at peak times and Oman is talking about building a coal-fired plant. Nuclear is being looked at by Gulf States. Gas exploration is underway, but even with discoveries lead times are around five years. Also, much of the gas is sour of “tight,” and as a result difficult to produce.


Two US studies show that energy firms routinely abuse UN carbon offset fund, wasting billions. Chemical, gas, wind and hydro companies are claiming for CDM projects that should not qualify because they would have happened anyway. The market is now £20bn a year, and will be £100bn within four years. Stanford University researcher reckons between a third and two thirds of the 1,000 projects agreed, and c. 2,000 under way do not represent true emissions reductions. Nearly every Chinese gas, wind and hydro project is applying, but would have happened anyway. US watchdog International Rivers group also finds that nearly three quarters of CDM projects applied once built, suggesting they would have happened anyway. UN and US officials defend the CDM.
 It is misleading to talk about “emissions reductions” overall even where there are true cuts in the developing world, because the CDM a zero-sum game: emissions cuts in the developing world are traded against emissions increases in the developed world. Note: only 16 solar projects, some 0.5% of the project pipeline, have qualified to date for CDM approval. Most CERs come from trifluoromethane projects (HFC23), where the fear is that refrigerant producers may be increasing output solely to qualify for CDM funds to “stop” emitting.


Mexico’s president appeals to Congress for oil development funds as production plummets in a top ten producing country. It was 3.18 mbd a year ago, and is now 2.77. Cantarell has shrunk 24% in the last 12 months. Reserves are down too, according to a recent study by the energy ministry and Pemex: >20bboe quoted in 2002, revised down to 14.7 last year. President Calderon wants to let overseas companies in the help, but this faces stiff opposition in Congress.
 Cantarell’s production was just over 1 mbd in April, half the peak four years ago. Mexico’s production has fallen every month of 2007 and 2008. It peaked at 3.38 mbd in 2004. Crude exports have fallen by 500,000 barrels a day since then.


Russia begins process of cutting tax on oil in an effort to lift flagging production. A proposal to raise the tax-free threshold on extraction from $9 to $15 a barrel will be fast-tracked through parliament, raising $4bn for fresh investment. Analysts say this nowhere near enough, and the government can afford to give back more of the 80% it currently takes on each barrel.

27.5.08. 
Electric vehicles powered by lithium ion batteries are poised to go mainstream. This is in major part because breakthroughs in  lithium-ion battery technology now mean the batteries and light enough and small enough to fit into cars without weighing them down. Tighter regulations are also helping. And higher manufacturing volumes, as ever, are causing the price differential between a hybrid and an ICE auto to shrink.Also: According to the American lung Association, swithcing to EVs in California alone would save the US more than $2bn in health bills from exposure to fine particulate each year. Hundreds of premature deaths and cases of  chronic bronchitis could be avoided. Thousands of asthma attacks would not happen.

 
Fuel tax protest return to British roads. Hundreds of lorries blockade London streets. The Treasury says it is “listening” and that the road tax rises proposed in the Budget is now under review.


Gordon Brown says we are heading for a third oil crisis and supply is to blame. “The global economy  is facing the third great oil shock of recent decades,” says UK PM in a Guardian op-ed. “This is why the UK is arguing that at the top of of the economic agenda for the forthcoming G8 Summit in Japan should be a global stragey for addressing the impact of higher oil prices. The cause of rising prices is clear: growing demand and too little supply to meet it now and – perhaps more importantly – in the future.” “…we are becoming increasingly aware of the technical, financial, and political barriers to the production of more oil.” “….our strategic interests – reducing energy costs, increasing energy security, tackling climate change – all now point in the same direction: decreasing dependency on oil, through substitution with other energy sources and through energy efficiency.” “….Britain will increase its investment in renewables, including decentralised generation.” Also nuclear of course, though only to replace existing station he now says. “In advance of the G8 Summit, I will be proposing further work internationally to achieve a better dialogue on supply possibilities and trends in demand.”

28.5.08. 
Daniel Yergin says “oil has reached a turning point” and is “losing its almost total domination in ground transport.” There are three obstacles to oil supply responding to price. The first is time: “these high prices haven’t been around all that long and development of resources and development of new supplies takes many years.” The others are access and costs. “CERA calculates that costs for developing a new oil or gas field have more than doubled in just four years.


OPEC loses a member as Indonesia, now an oil-importer, quits. Indonesia’s energy minister says the twelve oil exporters all want high prices, while his country now wants low prices. Production is also falling in Nigeria, Venezuela, and Iran.

 
Exxon wins the shareholder vote and stays as it is. The Rockefeller-led dissidents won 39% of the vote, including 19 institutional investors, but a company campaign persuaded more than half. Resolutions seeking action from the company on climate change all failed too. Annualised returns of more than 24% over the past 5 years – tripling the value of investments – must have helped. An investment in Exxon in 1987 would have grown in value 19 times, more than twice the S&P500 index and much better than other oil companies. Tillerson on oil use out to mid-century: “You can run, but you can’t hide – that’s what you’re going to be using.”
 Exxon’s VP for public affairs, ken Cohen, says the company has spent $200m in the past five years on renewables. It believes solar is not robust enough to go global and help with emissions reductions, he says.


Arctic nations agree to abide by the Law of the Sea until boundary disputes are resolved. In so doing, Denmark, Canada, Russia, Norway and US are trying to bring a degree of order to their scramble for oil. A UN panel is due to decide on Arctic boundaries by 2020.
 Under UNCLOS, states have the right to exploit the seabed up to 200 nautical miles off their coasts, provided there is no overlap with other nations’ territory. To claim further, a state must make a case to UNCLOS within ten years of the convention entering into force in the nation. Russia and Norway have until May 2009, Canada has until 2013, and Denmark 2014. The US has not ratified. Wood Mackenzie in a recent report estimates the Arctic basins hold 233bn barrels of oil and gas discovered and 166 to be discovered, most of it gas, all of it very difficult to produce, and requiring very long lead times.
 (If so, what’s the fuss about?).

 
British Energy shuts 60% of capacity down as profits fall and decommissioning costs inflate. 10 of 16 reactors are out of action at a bad time for the nuclear industry, and the NDA’s director tells the BBC that the current estimate for cleaning up the UK nuclear legacy of £73bn will rise “with high probability.”
 A FoE report puts the annualised bill at £3bn.
 Meanwhile Gordon Brown says, at an emergency meeting with oil executives, that the need to diversify supply means “we are pretty clear that that we will have to do more than simply replace existing nuclear capacity in Britain.”


Blackouts leave hundreds of thousands without electricity as power stations go down. Sizewell and a Scottish coal plant happened to go down with problems at the same time, and these plus other plants down for maintenance meaning that National Grid had to close down portions of the grid.
 

 
UK government signals that it will drop fuel duty rise proposed in budget. The Chancellor gives a clear steer that this will happen in the Autumn pre-budget report, but no sign it will drop proposals to increase vehicle excise duty on more polluting cars, due to come into force next April.

 
Capital efficiency of oil industry investments drops in the North Sea. The core issue is that the amount of oil and gas recovered per £ now is only a third what it was five years ago. Note: UK Oil and Gas says 37bb have been extracted from the UK continental shelf with 25.5 bb to go. Current industry investment plans would deliver only half that. Total costs are $35 per barrel, i.e. one of the most expensive places to produce oil in the world. Investment dropped last year in real terms (by about £1bn, to £4.9bn). An industry survey shows £29bn of investment in the next ten years, 12 in existing fields and 17 in new projects (i.e. £2.9bn a year). Decline in production was 5% last year, lower than expected.
 More stats in the article. 

29.5.08. 
SSE warns power industry faces imminent and radical change. The company statement releasing the annual results says: “The days of meeting an unchecked demand for energy through monolithic carbon-intensive power stations are coming to an end. Increasingly the emphasis will be on energy efficiency, renewables, cleaned-up fossil-fuel plants and microgeneration. …one more tranche of nuclear power stations will be necessary, but the deployment of of such stations should be minimised through the maximum exploitation of renewable resources.” SSE gets 15% of its energy from nuclear suppliers. Customer numbers rose 700,000 to 8.45m in 2007.


TNK-BP’s three Russian billionaire shareholders fall out with BP over investment and expansion strategy and the balance between Russian and foreign specialists in the JV (too few of the former). TNK-BP, Russia’s third largest oil producer, contributes a quarter of BP production, and 13% of profits. The three oligarchs own 50%, a stake they are expected to sell soon to either Gazprom or Rosneft (i.e. the Kremlin), though they deny this. The billionaires want Robert Dudley, TNK-BP CEO, removed. They are miffed because he went public about the dispute, and fail to turn up to the TNK-BP board meeting in Cyprus.
 They want TNK-BP to be able to expand outside Russia even if it means competing with BP. A broader BP-Gazprom tie-up is also possible, with analysts speculating that BP would prefer the Kremlin to the billionaires.
 


BP leak suggests heavy metal structures may have fallen off the Thunder Horse platform posing risk to well control infrastructure on the seafloor. So says an anonymous BP employee. More than a hundred anti-corrosive structures, weighing up to 700 pounds are missing or have been removed from the platform. BP denies any damage, but their spokesman says he does not know why the structures are missing. BP has to bring the giant Thunder Horse field on stream by year end.


1,700 top scientists call on US government to enact immediate greenhouse gas emissions cuts, citing “unprecedented and unanticipated” effects of global warming. In a letter signed by six Nobel prizewinners, the Union of Concerned Scientists plead for the nation to be put on a course that will achieve 80% emissions cuts by 2050.

30.5.08. 
FSA and other western watchdogs investigate price manipulation of crude. They and the US Commodity Futures Trading Commission will require traders to report positions taken in the market daily as part of the probe. meanwhile Lehman Brothers expects “the bubble” to break as soon as September, and oil to come down to $90 by the first quarter of 2009.


Columbia University scientists say they will build a prototype “CO2 catcher” within two years. The scrubber device, smaller than a shipping container and cost around £100,000, will be able to take a tonne of CO2 per day out of the air. Klaus Lackner and his colleagues say this is not a magic bullet: millions would be needed, and even then the CO2 would need to be disposed of. The Guardian has obtained his patent application, which describes passing of air over an ion exchange resin, which acts as sorbant. The CO2 sticks to it and clean air is pumped out. Then the resin is washed with humid air that can clean off the CO2 with low use of energy: the key new development. The patent application suggests that the humid air and CO2 are fed into greenhouses to fertilise plants, or algae ponds, closing the carbon loop. the prototype is being developed by Global Research Technologies in Arizona, a company at which Lackner is VP for Research. Hitherto Lackner was looking to wash the CO2 off the resin with sodium carbonate, and then use electricity to liberate the gas from the liquid.


Nuclear bomb blueprints for sale on global black market, experts say. Trackers of the infamous nuclear smuggling racket run by Abdul Qadeer Khan say that manuals can be bought and sold on. The Swiss, under pressure from the US, have already destroyed tens of thousands of documents deriving from Khan’s operation, which the Pakisatni metallurgist admitted in 2004. He has been under house arrest in Islamabad ever since. he trafficed tgo at least three countries: iran, Libya and North Korea.

31.5.08. 
The Economist argues that peak oil is not involved in the oil shock. The quadrupling of the oil price in the early 1970s hit the world like a sledgehammer. This crisis has been building like a vice, and only now the pain is emerging as rage. Goldman Sachs calculates consumers are handing producers $1.8 trillion a year. The speculators are not to blame, for they deal only in paper barrels, not real ones. Nor are the oil companies. Nor peak oil: “There is little evidence to support the doctrine of ‘peak oil’ in its extreme form. The Middle East seems to contain a sea of the stuff. Even if new finds elsewhere have been rarer and less accessible than in the past, vast quantities of oil could now be profitably stripped from the tar sands and shale.” The truth is the expense and time involved in finding new oil, as the Economist writers see it. “The first two shocks banished oil from power generation. How fitting if the third finished the job and began to free transport from oil’s century-long monopoly.”
 


UK government microgeneration grant scheme has been a failure, figures show. The number of homes generating their own renewable heat and/or electricity has risen by just 18,000 in four years, from 82,000 in 2004 to 100,000. The government’s Renewables Advisory Board professes that nine in every ten British homes can be made zero carbon with renewable microgeneration.
  


Total’s reluctance threatens access to over a fifth of remaining North Sea oil and gas. Some 4 bb lies in deepwater west of Shetland. Total owns the largest fields in the region, and plans a small pipeline for its own oil and gas. The government wants it to build a bigger pipeline which can be shared with other companies controlling other fields, some half of all the oil. Total says it won’t do so without subsidy.
 
1.6.08. 
Canadian carbon legislation threatens economics of the oil sands, analysts say. The federal scheme announced in March requires CCS  on all projects by 2012. But the costs could be too high, on top of recent negative tax and royalty changes, according to some analysts, causing delays and cancellations. Production costs may increase as much as $13 a barrel. Note: Suncor has now increased efficiency to 100 kg of CO2 per barrel.


McKinsey says global solar PV market could be as much as 400 GW pa in 2020, up from just 4 in 2007, and – if Photon is to be believed – 28 GW in 2010. Solar generation costs will be at grid parity (10-12 cents per kWh) in at least 10 markets by 2020.


Ready-to-occupy solar houses are being provided at normal market prices. For example, he first turnkey affordable house is the “Energetikhaus 100”, occupied since 2006, which covered 97% of its heating demand from solar hot winter during its first winter. The living space is 137 square metres and the south roof includes 69 square metres of solar collectors. Another design, the Kroiss “plus-energy” house in Austria, is built of wood and insulated to the famously high standards of the well-know German “Passivehaus”designs. On the roof, 10.35 kilowatts of solar photovoltaics provide more electricity than the occupants (two adults and two children) need, and 17.4 square metres of solar thermal collectors provide all the hot water they need. 

2.6.08. 
UK government report says 9 million microgeneration systems could be installed by 2020. Key findings (verbatim): “There are almost 100,000 microgeneration installations in the UK, up from 82,000 at the end of 2004. At current support levels, this could increase to approximately 1 million by 2020. With ambitious policy measures, up to 9 million microgeneration systems could be installed by 2020, producing as much energy as 5 nuclear power stations. This would require an estimated cumulative cost of at least £21 billion. By 2030, microgeneration installations could be saving thirty million tonnes of CO2 - an amount equivalent to removing the emissions from all Heavy Goods Vehicles and Buses from UK roads. These savings could be achieved at an estimated cumulative cost of at least £70 billion (excluding non domestic subsidy costs). If consumers are to take up microgeneration in these numbers, they need to see a compelling economic reason to do so – environmental benefits are not sufficient on their own to create a genuine mass market. Government targets for microgeneration, supported by concrete policy measures, would improve the confidence of those investing in the sector. A challenging government target of 2-3 million units installed by 2020 could be met through a combination of measures.


Sentiment grows among solar PV analysts that a price collapse is imminent. Manufacturer capacity seems heading for a glut, given pressures on demand, especially in Germany. But as the FT puts it, the clouds will probably have a silver lining, in that demand will grow faster at the lower prices.
 

3.6.08. 
US natural gas prices rising faster than crude. They are up 65% this year, no more than $12 per mbtu. reasons: soaring coal and oil prices are making generators go for gas, plus supply constraints. Canada’s gas output has disappointed. The global LNG market is being squeezed by coal shortages and soaring electricity demand in India and China etc. Japan has problems with its nuclear and is importing.


GM looks to drop the hummer as sales plummet. CEO Rick Wagoner says the ailing auto giant is reviewing all options, including sale of the brand. He says: “We at GM don’t think this is a spike or a temporary shift. We think this is by and large permanent.”


US delegation to food summit rejects food-biofuel link, to general scorn. US agriculture secretary Ed Schafer claims at the UN summit in Rome that biofuels contribute less than 3% to rise of food price. A FAO document says they account for 59% of the increase in coarse grains and wheat between 2005-7. A senior UN official says the US is diverting food away from the hungry “to satisfy a thirst for fuel for vehicles.”


Ryanair boss says oil price will wipe out profits for 2008 ….and that’s if it stays at $136. But he says the notion that the era of cheap flights is over is “bullshit.” “The ones who won’t go bust will be British Airways, Air France, Lufthansa, probably easyjet and Ryanair. Everyone else is in danger of going bust.” “In the medium term there is not doubt in my mind that higher oil prices are really great for Ryanair’s business model.”

4.6.08. 
BBC Scotland TV documentary finds that North Sea oil will last for “decades.” The film, “Truth, Lies, Oil and Scotland,” suggests (based on Economist Peter Odell and others) that 25-40 billion barrels of oil remains to be recovered in the next 40 years. The thesis is that oil companies have an incentive to understate reserves to avoid taxation. The article on the BBC website doesn’t even mention that oil has peaked and is falling steeply.


E.ON warns that UK renewables will need lots of fossil-fuel backup. The EU target would require 50GW of renewables in the UK, CEO Paul Golby says, releasing E.ON’s annual results. Because wind capacity can fall as low as 8-10% of full capacity, we would also require 70 GW of back-up from coal and gas to insure against the intermittency, i.e. total installed power of 120GW, up from 76 GW today.
 Golby says he wants to confront single-issue campaigners: “It is easy to say ‘no’ to coal, easy to say ‘no’ to nuclear. I’m quite interested in what they are going to say ‘yes’ to.”


Exxon newspaper ad says “about one quarter of the world’s recoverable oil has been used to date.” Much of the remainer is found in harsh environments, deep water or highly complex rock formations. New technologies will help us find, retrieve, deliver and use these supplies safely and in an environmentally responsible manner.” Part of an all-week series on energy, a different ad each day.” A handsome engineer marvels at how they are drilling today in 3,000 metres of water, a feat that only a few decades ago seemed impossible.


BP Russia boss in criminal tax probe as Russians tighten the screw. Bob Dudley is summoned to the interior ministry. The issue is possible tax evasion at Slavneft, an oil company 50% owned by TNK-BP.
 He is also being investigated for employment law transgressions involving the 150 foreign executives who work for TNK-BP: the gang of three oligarchs want fewer. At stake in the Russian gangster capitalism game is ownership of TNK-BP’s 24% share of BP production and 19% of BP oil and gas reserves. Last year BP replaced only 44% of its O&G reserves, absent the “equity-accounted entities (mostly TNK-BP), but the reserve replacement ration rose to 112% with them. 2007 liquid reserves were 5.5 bb (of which EAEs’ share – gulp – is 4,581). Natural gas reserves were 41 tcf (of which EAEs’ share was only 3.7 tcf). Total reserves were 41 bboe (of which EAEs’ was 5.2 bboe). Production of liquids was 1.3 mbd (of which EAEs’ share was 1.1 mbd). Production of natural gas was 7.2 mcfd (of which EAEs’ was only 0.9 bboe). Total production was 2.5 mbdoe (of which EAEs’ was 1.2 mbdoe).
 TNK-BP in 2007 provided a third of BP’s oil reserves, a quarter of its production, and a fifth of oil and gas reserves combined. BP cannot afford to lose this battle. To do so would revive bid speculation, the FT opines.
 

5.6.08. 
As US SUV sales collapse, GM CEO seeks to spread the blame. Rick Wagoner says the Japanese made similar mistakes in catering for the big-vehicle demand. He now thinks electricity will increasingly provide the power for cars. Of the fears some analusts have about GM’s liquidity, he says: “under an scenario we can see we’re good until the end of the year.”

UK SUV sales fall 18% in May. Specialist sports car sales were also down 15%. The trends seem to be the same as in the US.

George Soros tells a Senate committee that the high oil price is part of a commodity price bubble, so adding a new twist to the growing debate about how much the increase is due to speculation, and how much to fundamentals (supply and demand). Institutional investors are helping to inflate the price by investing in commodities indices, an asset class that has been outperforming the stock markets, Soros says. Lehman Brothers estimates $235 bn of funds were under management in in commodity indices in mid April, up from around $70bn at the start of 2006. $90bn of the $165bn increase was due to fresh investments, $75bn from price appreciation. Barclays Capital, in contrast, believe fundamentals are mostly to blame. The latest CFTC data show a 48% drop in speculative bets on a rising price, and only 2% of all open bets (short or long) are in that class, yet the price remains high.

6.6.08. 
Portugal making good progress with clean tech plan to wean itself off oil. Its target, en route, is 60% of electricity and 31% primary energy from renewables by 2020, up from 20.5% of primary energy today. In less than three years, Portugal has quadrupled its wind power, and trebled its hydropower. Along the Spanish border in northern Portugal, where the world’s biggest wind farm is under construction, turbine blades are built nearby in a factory employing over a thousand people. The intention is to bring much more renewables manufacturing into the country in this way. A centerpiece of the solar part of the programme is the 45MW Moura solar PV farm, a $500m project twice the size of Hyde Park wherein 2,520 panels each the size of a house track the sun through 240 degrees at a permanent tilt of 45%. This project, now well underway, will be twice the size of any other solar farm in the world once commissioned later in 2008. Three Pelamis “sea-snake” machines being assembled near Porto, set to be the world’s first commercial wave farm, begin pumping electricity later this year. Economics Minister Manuel Pinho dismisses  power as a result of all this. “When you have a programme like this there is no need for nuclear power. the relative price of renewables is now much lower, so the incentives are there to invest. My advice to countries like the UK is to move as fast as they can to renewables. …Countries that do not invest in renewables will pay a very high price in future.”
 


Bank of America CEO calls for “a new economic future based on clean, renewable energy.” The markets will not get us there, Ken Lewis says. Governments must intervene, he concludes, no matter how strange it seems for a bank CEO to say that. “It has become clear that there is a strong connection between our willingness to diversify our energy sources and our ability to grow the economy sustaniably.” He calls for tax credits to be renewed. With these kinds of inventives, banks can do more leasing of solar panels, for example, relieving consumers of the need for up-front capital purchases. Effectively, he is calling for a green new deal, though he doesn’t use those words.

6.6.08. 
Oil price goes up $10 in a day, the biggest single-day rise ever. Unexpectedly bad US unemployment figures are the spark on this occasion, push the record to almost $140. A threat by an Israeli minister to bomb Iran didn’t help. Traders who have been selling short (selling in the hope of a falling price so they can buy back later at a lower cost) are forced to cover their positions.


Fuel subsidies are increasingly important in the oil demand-supply story. US oil demand is expected to fall by 330,000 barrels a day in 2008 (down from 20.7 mbd in 2007). Most of the expected global demand growth of 1 mbd will be in countries still with fuel subsidies (countries with half the world’s population, burning a quarter of the world’s fuel). Petrol currently costs 64c in China, 12c in Saudi Arabia, 5c in Venzeuela. Few analysts expect Beijing to drop subsidies soon.


IEA calls for an energy revolution, and $200 a tonne carbon price, to combat climate change. In a report commissioned at the 2005 Gleneagles summit, the IEA says their business-as-usual scenario sees 135mbd of oil consumption per day by 2050. Ed Crooks writes that this is a “robust rejection of peak oil,” but then goes on to say that the IEA accepts that conventional oil will provide 92 mbd at most (up just 5 mbd from today). The rest will have to come from unconventional oil (oil sands, oil shales, coal from liquids, Arctic oil) …..and the article doesn’t mention flow rates. IEA says a global energy revolution could drop CO2 emissions by 50% by 2050. The figure for the policy scenario shows non-biomass renewables at <2bn tonnes oil equivalent by 2050, less than oil, gas and coal. Emissions would peak in 2020-30, provided carbon was $200 a tonne and technological improvements continued. IPCC has concluded that keeping below 2C requires 50-80% cuts by 2050, and of the G-8 UK, Germany, Japan, France, Germany, Italy and Canada have all agreed to 50%. US and Russia haven’t.


US climate policymaking goes on hold until new President as Republicans scupper climate bill. The bill aiming to cut US emissions by 66% by 2050 sinks 48-36 in the Senate.
 


Automakers may be hurting in the US and UK, but in Russia automaking is booming. The Russian economy has grown an average 7% over the last decade, and real disposable incomes is growing at 10% a year. The car market grew fully 36% by volume and 57% by value in 2007, with new car sales of more than 2.7m. Ernst and Young reckons on 5m new cars a year selling by 2012. Since Russians tend to leave an tendency for chauvinism at the showroom door when it comes to car brands, almost nine in ten of these being foreign brands. Foreign car-makers are investing on plants in Russia accordingly.
 


BP think may have find escape from the TNK-BP oligarch mess via a Gazprom buy out. A new spin on the take-over angle: TNK-BP could be worth up to $60bn, and Gazprom has huge debts, so may not have the free cash to buy them out.
 

7.6.08. 
UK gas bills to go up >40% in the next year, and electricity by>20%, taking average utility bills to > £1,400 (up £500 on a year ago), industry experts predict. If so, more than a third of all pensioner households will be in fuel poverty.


More than half all Americans think the government ‘is hiding something’ about 9.11. There are now many conspiracy theories.

8.6.08. 
Areva told by it can supply all new UK nuclear without breaching competition rules. Areva CEO Anne Lauvergeon tells the FT that the UK is now the most exciting country for nuclear in Europe. The news will dismay rivals Toshiba and GE. The rival reactors are Areva’s EPR, Westinghouse’s (Toshiba’s) AP1000 and GE Hitachi’s ESBWR. About ten will have to be built to replace the 20% current UK electricity coming from nuclear. Lauvergeon is less optimistic than EDF that a new reactor can be ready by 2017.
 Areva suggests using all the UK plutonium for making Mox fuel, and hopes to persuade the government to ditch existing UK technology and build a new plant modeled on its Melox facility near Avignon. Areva plans a new technology, that it calls Co-Ex, that reprocesses and fabricates Mox fuel in one plant, guaranteeing so they say that there will be no proliferation risk.


Australian PM urges G8 leaders to “apply the blowtorch” to OPEC, who he blames for high oil prices. G8 energy ministers, in a communiqué, urged producers to lift production.

9.6.08. 
Sun sets on Spanish building industry as sales collapse and banks come under threat. Sales were down 27% year-on-year in January. The building boom became the basis of the economy, and now banks face the prospect of developers and real estate companies going under. Since the construction slowdown started last year, €36bn has been wiped off the stock value of Spanish banks.


$31bn to be invested in the US in tar sands pipeline and refinery investments by 2015. Enbridge and ExxonMobil will build a pipeline from Alberta to refineries on the Gulf coast. Enbridge is also building a pipeline to British Columbia for export to California and China.


Threat of fuel strike triggers instant government emergency measures. Tanker drivers working for a firm supplying some Shell stations are threatening industrial action. The government calls in the oil companies immediately for contingency planning, fearing they could picket depots. Emergency measures already in place include a suspension of anti-cartel rules so oil companies can talk among themselves about stocks.
 


BP CEO Tony Hayward bets ASPO Chairman that oil production will be higher in 2018 than today. Hayward bet Prof Kjell Aleklett the price of one barrel of oil in 2018 that global crude production will be greater than the current daily output of 85.5 million barrels, the professor said during his speech at the Asia Oil and Gas Conference in Kuala Lumpur. Total supply was 86.8 million barrels a day, including natural gas liquids such as propane.


Japan pledges to cut greenhouse-gas emissions 60-80% by 2050. Yasuo Fukuda, PM, has the upcoming G8 summit in mind. He stopped short of an interim target such as the EU’s 20% by 2020.

10.6.08. 
Gazprom expects the oil price to climb to $250 in 2009.  Alexei Miller, CEO, observes that competition for resources is growing.


Biofuel supplies will make up almost 75% of non-OPEC oil supply net increase this year, IEA says. Of 455,000 non-OPEC increase, 331,000 will be biofuels.


Its official: IEA boss says the world faces an oil crisis. Nobuo Tanaka says any major accident at a single oil plant can now disrupt supply. “We can call it an ‘oil crisis' given the current price, and that it continues to climb even after global efforts to cut consumption,” Tanaka said. “We see a critical, structural issue in the global oil market, where supply growth isn't catching up with demand.”
 


BP’s Hayward says markets will end the oil crisis. In an FT op-ed, he calls the BP Statistical Review (released yesterday) “one of the most reliable sources for objective energy data worldwide.” He says that it exposes various myths. The first is that speculation is to blame for the high oil prices. The second is that the world is running out of hydrocarbons. There are more than 40 years of proven reserves. “The problems in bringing on new production are not so much geological but political.” The third is that we can switch quickly to a low carbon economy.
 


Malawi “millennium villages” aim for huge productivity gains. The Jeffrey Sachs-inspired scheme, backed by the UN, provides intensive help with seed and fertilizer supply, in setting up small businesses, education, healthcare etc. The goal is much higher outputs. The current government scheme of providing targeted voucher-based subsidies for better seeds and fertilizers – not as comprehensive as the UN one - has generated a rich corn crop for the third year running.

12.6.08. 
Tories will not allow coal-fired power plants without CCS, Cameron says. E.ON wants to build the £1.5bn Kingsnorth without making any guarantees.


Fuel strike in the UK: one in ten petrol stations affected but panic buying starts immediately. The four-day strike is by 641 drivers delivering to more than 900 stations of the 9,500 in the UK: those run by Shell, who the drivers believe are not paying their company enough to allow them to be paid fair wages.
 Note: second strike called off after pay agreement on 17 June.


BP Chairman accuses Putin of failing to stop oligarchs strong-arm tactics in trying to seize control of TNK-BP. “This is a return to the corporate raiding activities that were prevalent in Russia in the 1990s,” Peter Sutherland says. He might as well have said “gangster capitalism.”

13.6.08. 
First trial of a fully-integrated CCS project will open next spring in Virginia. A two mile hole is being sunk under the Mountaineer power plant in New Haven, West Virginia. It will aim to capture just 100,000 tonnes of CO2, the output equivalent to a 20 MW plant, but it is the first time all components of a CCS system will have been used together. Note: UK CCS estimate is now £1bn per plant. The Tories intend to hypothecate carbon taxes to pay for this. There are three techniques for CCS: removing CO2 before combustion by treating coal; scrubbing exhaust gases after combustion; adding extra oxygen as the fuel burns to produce an almost pure CO2 exhaust. The CCS process may use up to 40% of the energy output of the plant for scrubbing, transport etc, and it doesn’t get rid of all the CO2. The IPCC calculates that without carbon capture a megawatt hour produces 762 kg of CO2. With CCS it still produces 112 kg.

Climate campaigners hijack a coal train outside Drax and shovel more than 20 tonnes onto track. The activists are from Climate Camp.


Fuel protest spread around the world. Haulage unions plan motorway gridlock in France. Supermarket shelves were empty in Spain and Portugal as blockades cut routes. Two strikers were killed trying to stop vehicles crossing picket lines. Asian countries removing subsidies are facing riots.

15.6.08. 
G8 finance ministers disagree over the role of speculation in the high oil price. Italy’s finance minister thinks its down to speculation. “Financial investors don’t create trends,” says US Treasury Secretary Hank Poulsen. The fundamental problem is that inventories are very tight, and are going to get tighter. Alistair Darling agrees, and says the solution is to push for more supply while increasing energy efficiency.
 


Solar industry brings forward estimated time of grid parity as oil price soars. At the Munich trade show, solar company executives suggest the industry could be operating without subsidies in just a few years. The German industry association says their 5-7 years earlier estimate is now too conservative, being based on only 3% pa electricity price inflation, whereas 20% might be typical of many countries.

16.6.08. 
Blueprint for nuclear warhead found on smugglers’ computers. US researcher David Allbright says the most notorious smuggling ring, rung by Pakistani nuclear scientist Abdul Qadeer Khan, circulated plans of a compact and sophisticated warhead. The Swiss have destroyed many files on computers belonging to two of their nationals involved in the ring, are the computers are now in the hands of US authorities and the IAEA, Allbright believes. But, he says, the files could easily have been copied to others earlier. The Khan ring was exposed in 2003, having supplied information to Iran, North Korea and Libya. Khan is in under house arrest in Pakistan, where the authorities there will not hand him over for questioning by the US or IAEA.


Oil hits new record, almost $140, despite Saudi promise to hike production. Traders believe the increase will be from the current 9.45 mbd to 9.7, the highest level since 1981.
 Another article gives different figures: production was 9.56 mbd in March 2006, and reduction to 8.53 mbd by April 2007 caused six consecutive 
drops in global inventories, totaling 930,000 bd. If the Khursabiyah field comes on stream, the hike could be 500,000 bd. If not, a disappointing increase of only 200,000 bd is likely.
 


Russian oligarchs up war of words with BP, accusing them of arrogance, incompetence, and Goebbels-like propaganda. BP says openly now that this is about control of company. Mikhail Fridman says it is a normal shareholder dispute, about poor management and strategy (i.e. his wanting TNK-BP to go abroad). He denies colluding with the Kremlin, and is considering legal action to remove Bob Dudley as CEO.
 Fridman’s case is that TNK-BP and Lukoil were both worth about $16bn 5 years ago. Now Lukoil is worth $86bn and TNK-BP $40bn.

17.6.08. 
S African electricity supply is on the edge: blackouts are possible at any time as a result of any surge in demand or power plant failure. Only demand destruction can help before 2012, when new plants come online. The price is too low, everyone seems to agree. Mining output has dropped fully 22 in the first quarter.
 Mining uses 15% of the nation’s electricity, and was told to cut 10% in January.
 

18.6.08. 
Demand for fuel-efficient jet engines sends minor metal prices into the semi-precious league. Because they can make super-alloys that are heat-resistant, and so help make engines more efficient (because they can run at higher temperatures), some metals like rhenium are going through the roof. As Pratt & Whitney et al buy up stocks, Rhenium is now almost half the price of gold.
 


Hummer sales still soar in China as they collapse in US. There is a grey market there, and Chinese manufacturers have produced similar models. SUV sales rose 40% in the first 4 months of the year, more than double the rate for passenger cars. Chinese fuel subsidies are obviously a big part of the problem. Paulsen and investment bankers criticize them.


China installed more than 18 gigawatts of solar thermal collectors in 2006 (out of a total global installed capacity of 128 gigawatts). That is almost 70% of all solar thermal collector capacity installed in the world that year. In 2005, the figure was 45%. Yet in per capita terms, China lags far behind the leading nation, which is Cyprus, where there are 680 kilowatts of solar thermal per thousand inhabitants.
 Imagine if China, currently at less than 50 kilowatts per 1,000 people, had a Cyprus-level per-capita performance. It could, easily.

Worst floods in 15 years ruin US crops and push the price of corn and soyabeans still further. The USDA says less than 60% of the country’s corn crop was in good condition. When the Mississippi broke through its levies in 1993, 1m acres of crops flooded, and $20bn of damage resulted.


Four oil giants set to return to Iraq on no-bid contracts. 36 years after being evicted, BP, Shell, Exxon and Total (the original members of the Iraq Petroleum Company), plus Chevron and other foreign companies, are set to sign deals due to be announced 30 June. No-bid contracts are rare in the industry. An Iraq Oil Ministry official says they are a temporary measure while the oil law is finalized.


Bush calls for more offshore drilling. 18 billion barrels is available off the coast, he says – enough for more than two years US supply (sic). McCain also wants the offshore ban lifted. Obama opposes, pointing to the ten year lag. A Reuters poll yesterday shows 60% of Americans favour more drilling, but 60% also favour conservation.


MP’s attack lack of urgency in UK energy policymaking. The Renewables Advisory Board says that not even £100bn invested by the government over the next 12 years is going to hit the EU renewables target of 15% by 2020. Current policies will allow only 6%. £100bn investment, they say, (in wind, biomass and energy from waste) could just about get to 14%. (Wind would go from 1.8 GW to 13 onshore and <0.4 MW to 18 GW offshore). Most of the investment would be passed on to consumers energy bills. Officials are already pushing for overseas renewables to be allowed as offsets of the UK target.


New UK biofuels study suggests food is worse affected than earlier thought, and looks sure to force government to rethink climate policy. A panel of government experts chaired by Prof Ed Gallagher says far more research is needed before the government fixes targets for biofuels. Over half of EU vegetable oils are going to biodiesel (and a third of us corn to ethanol). Us says biofuels contribute a precise 3% to the world food crisis that now threatens 100 million and more. The IMF estimates 20-30%.


UK industry could halve gas imports if more CHP was used on industrial sites, a report suggests. Sites that are ripe for such developments are the ConocoPhillips and Total refineries on the Humber estuary, where another 2.5GW could be added to the current 730MW of electricity (check) (today one of the biggest CHP sites in Europe). Adding the Petroplus refinery at Coryton, the ExxonMobil refinery at Fawley, the Ineos refinery and manufacturing plant at Grangemouth, and manufacturing complexes at Wilton on Tees-side and Ellesmere Port could bring the total to more than 16GW, enough electricity to power two thirds of UK households. UK CHP was only 5.55GW in 2006, up from 3.68 in 1998. The report was commissioned by Greenpeace from Poyry Consulting. The businesses involved could save £1bn on their energy bills, according to a Greenpeace calculation based on the report.

19.6.08. 
China cuts oil subsidy, raising fuel prices by up to 18% and electricity prices 5%. The oil price falls $4.75 immediately to just under $132. China’s already-high inflation may rise further.


Armed rebels on powerboats attack Shell platform in Nigeria 100 km out at sea. Shell shuts the Bonga platform, one of Africa’s largest fields, losing 200,000 bd. The industry had been hoping that deep water projects would be invulnerable.


France’s first reactor build in 20 years is stopped by watchdog until safety is improved. The Nuclear Safety Authority stopped building at Flamanville three weeks ago after it found problems with the iron frame for the concrete structure, and quality controls. It has only just allowed the building to start again, having “made an example” of the main contractor. The NSA now fears that many of the skills for nuclear building have been lost. The Finnish reactor is two years behind schedule at present, having suffered severe skills shortfalls among other problems.


100 of the world’s biggest companies call for G8 leaders to deliver 50% cuts at summit next month. CEOs and Chairmen of companies representing 10% of the value of global stockmarkets release a World Economic Forum statement calling for “a green industrial revolution.”

20.6.08. 
Brown offers OPEC opportunity to invest in UK renewables and nuclear in return for more oil. Wave, tidal and nuclear projects will make a great home for some of their profits he argues. His “New deal,” as he thinks of it, trades opportunities for oil producers worried about unstable oil markets to invest in “stable” renewables markets, with opportunities for UK companies to invest in oilfields and refineries in Opec countries.


Annual Pew poll shows low belief in US and China that global warming is a very serious problem. 14 of 24 countries show majorities, with 92% in Brazil, more than 70% in Japan, France, Tanzania and Turkey. But onl6 61% in Germany, 56% in the UK, 42% in the US and 24% in China.
 

21.6.08. 
OPEC leader calls Brown’s “pump more” appeal “irrational and illogical,” causing crude prices to rise again. Also Algeria’s energy minister, Chakib Khelil says a unilateral decision by SA to raise production would have no impact on the oil price. Brown is the only overseas leader attending the Saudi Arabian summit of 345 countries tomorrow.
 OPEC supplies around a third of world oil. Saudi Arabia stands to receive a windfall this year of $400bn. The recent Saudi increase of 0.5 mbd has been mostly heavier oils for which there are higher refinery bills and less appetite.


UK government gives an advance taster of its £100bn “renewables revolution” consultation to be released next week. The Guardian sees an advance copy. One in four homes would be fitted with solar hot water heaters and 3,500 wind turbines put up across the country (most offshore). Today we have 90,000 SHW systems, but this market can grow 40% a year to 7m in 2020. There are only three manufacturers in the world capable of making turbines of the size needed for the offshore plans, and not enough vessels or skilled workers to install them.
 

Economist: those who think we can’t stop using oil suffer “a failure of imagination.” An editorial waxes lyrical about the things that are exciting Silicon Valley these days, and says governments should tax carbon and drop subsidies for fossil fuels. A special issue on energy tours each technology involved in producing the world’s c/ 15 terawatts of power (a business worth about $6trillion a year, some tenth of the world economic output). Jim Woolsey reckons US oil companies receive more than $250bn a year from the White House in preferential treatment of different kinds. “Carbon storage will be expensive at best. At worst, it may not work.” More detail in the sepecial section, in File.

22.6.08. 
Poll reported as suggesting “most” Britons doubt humans cause of climate change. But on close inspection the question was “many scientific experts still question if humans are contributing to climate change.” This is a very different question from “do you doubt humans cause climate change via greenhouse-gas emissions.” Ipsos MORI interviewed 1,039 adults. The same poll also shows three quarters are concerned and two thirds want the government to do more (while tending also to regard green taxes as stealth taxes).


Oil price stays high as Nigerian output fall counters Saudi promise to pump more. The Saudi decision to pump at the highest level in 30 years, up 200,000 bd to 9.7 mbd next month, is wiped out by Nigeria falling to 1.5 mbd, when it has the capacity for 2.5.
 The 350,000 bpd drop in Nigeria causes a $2 price jump to more than $137 in New York. A former Nigerian presidential advisor, Dele Cole, says that as armed bands proliferate in the delta as much as 500,000 bd may now be stolen in Nigeria. On a bad day as much as 25% of Nigeria’s exports may be illegal, he warns, and if this continues new exploration will be impossible. The group from MEND (Movement for the Emancipation of the Niger Delta) that attacked the Bonga facility from motorboats navigated across 100 km of open seas for seven hours before opening fire and throwing dynamite. Today they declared a temporary halt to their campaign. Output is now 1.5 mbd, the lowest level since the mid 1980s. The 2005 average was 2.5 mbd.


Jim Hansen says CEOs of Exxon and Peabody Energy are guilty of high crimes against humanity. In testimony to the Senate on the 20th anniversary of his first congressional testimony on global warming – the first whistle blown by a top scientist - he says fossil-fuel bosses should be put in trial for deliberately spreading disinformation. The “350.org” campaign takes out full page ads in the NY Times and other papers, calling for the atmospheric CO2 concentration to be returned to 350ppm.

23.6.06. 
New bid to build UK gas storage facility in Lancashire salt caverns. Canatxx, and American company, has revived a bid to build a £300m scheme to increase UK storage by a third (1.2m tonnes). The Rough storage in an offshore gas field near Hull store’s around three quarters of UK stored capacity but it can’t be released as quickly as from onshore salt storage.
 

24.6.08. 
Saudi Aramco officials are bullish about their oil production expansion plan. 20,000 men are working on the Khurais project, which will add 1.2 mbd of light crude. The field is critical to Riyadh’s push to reach 12.5 mbd by end 2009, up from 9.5 today. Other projects: Khursaniyah, 500,000 bd due onstream originally last September, now expected August; Shaybah, 250,000 by December 2008; Manifa, 0.9 mbd, by September 2011.


Iranian work on South Pars gas field has almost ground to a halt in the wake of US pressure on potential developers contractors. Many billions are needed to develop the huge field (continuation of Qatar’s North Field) to its full potential, but the Iranian government can only see its way to $5bn (3% of oil revenues). As costs rocket, the single project that Shell and Repsol recently pulled out of (“Phase 13”) involved an investment as high as $16bn. Doubts hover over the downstream (LNG) technical abilities of potential replacement companies (Sinopec, OMV of Austria and the Indian national oil company). They have never done the work on this scale before, and anyway 80% of licences for extraction, compression and decompression equipment sit with US companies. All this will leave Europe even more dependent on Russia.

25.6.08. 
Lord Stern says the cost of tackling climate change has doubled. His 2006 report set a target of 450-550 ppm CO2 equivalent, but now the increasing pace of impacts makes him think we need to be below 500, meaning an investment of 2% of GNP not 1%.


Further delays at Olkiluoto3 reactor mean no fresh capacity before 2018, according to Areva. Both this reactor and its twin at Flammanville in France are in trouble. Areva hopes to sell 100 new European Pressurised Water Reactors (EPR) stations by 2030 at anything up to €5bn each. But the Olkiluoto reactor is being constructed as a turnkey project loss-leader. It is owned by a non-profit-making company set up for local electricity users, industrial and otherwise, meaning Areva and its partner Siemens will carry the cost of any over-run on the €2.5bn turnkey contract. So it must have come as a particularly horrid surprise in 2006 when Finnish inspectors found that the concrete being poured was too watery, and the steel sheath lining the reactor chamber was sub-specification. It may not be surprising. Workers on the Finnish site come from 40 different countries, and engineers report that many don’t have “necessary competence.”
 


Big differences persist between US and Opec expectations of oil supply. EIA says Opec will need to be producing 37 mbd by 2010 up from 32 today, and more than 44 by 2020. But Opec says it can meet global demand if its production falls to 31 mbd in 2012, rising to 3.5. mbd by 2020: 9 mbd less than the EIA. Saudi Arabia is already cutting production investment in line with this. NB EIA sees biofuels doubling from 2010 to 2030, reaching 2.7 mbd.


Supreme Court slashes Exxon’s punitive damages for the Valdez spill from $2.5bn to $500m. The judges split 5-3, with one not ruling because he owns Exxon stock.

26.6.08. 
Oil tops $140 for first time as shares plunge. The Dow Jones hits its lowest level since 2006 and GM falls to its lowest for more than half a century.
 


Saudi Arabia has arrested 700 people over the last 6 months on suspicion of planning attacks on oil and other installations.
 


Credit crunch forces growing numbers of Americans to live in their cars. Middle class victims are downsizing from four bedrooms to four wheels in their hundreds. Gus Trevor, Interior Designer, now living in one of 12 gated car parks in Santa Barbara: “I see myself as a casualty of a perfect storm. The people sleeping at the (car parks) are just like me. ….I think a lot of people in this country don’t realize that they are a couple of pay cheques away from destitution.” In LA, more than 70,000 people are living rough.


UK government renewables consultation calls for a green revolution, but bases its proposed cost-to-consumer on an oil price of $70 in 2020. Expected additions to bills by then, at that oil price, would be 10-13% for electricity and 18-37% for gas, the government says. At $150, 35-40% would be knocked off the relative cost of renewables.
 The tabloid press is full of angry headlines about how bills will go up. “Going green will mean five years of rising bills,” shrieks the Daily Express, next to another headline: “Fuel fears: Budget drove my dad of 92 to suicide.” “Price of turning green: Labour's wind farm plan will cost every family £260 a year,” trumpets the Daily Mail. Neither they nor other similar articles in other tabloid papers mention the economic imperative of abating climate change. As for solar microgeneration, the consultation summary gives the best guess of the civil-servant drafters as to what the renewables mix will be by 2020. Microgeneration electricity makes up less than one percent of the 15% renewables mixed in 2020 UK energy supply. That means solar photovoltaics - one of the fastest growing of all the renewable energy markets, the single most attractive market for modern renewables investors – would be contributing at most just 0.15% of UK energy supply fully twelve years from now. 


Gazprom boss says OPEC has no control over world oil price and many countries are near peak. Prices are heading for “a radically new level” via $250 next year, Sergei Miller says. In an interview with the FT, he predicts Gazprom will be the most influential company in the energy business, with a market capitalization of more than a trillion dollars. The Russian market is increasingly attractive as gas prices rise but he also targets North America, Asia, Europe and Africa. On working in Russia: the market is attractive, but there is a rule, he says - you have to invest with the state. On peak oil: “many major oil-producing countries have approached the peak extraction capacities and are limited in their ability to vary the production volumes.”
  

 
P&G says it will shift to factories close to customers in order to cut its fuel bills. The head of global supply, Keith Harrison, says “the supply chain design is now upside down.” P&G have over 145 manufacturing plants in 80 countries supplying 3.5 billion consumers, and rethinking how their business might look in 2015. Its about the cost of powering plants and well as the cost of having 30,000 trucks on the roads every day. By the end of 2009, half the electricity at a Pennsylvania nappy plant will come from onsite wind, and other renewables are being trialed.

27.6.08. 
Thieves are draining farmers’ diesel tanks in UK rural areas. Truckers are having to guard their tanks when parked. Petrol stations have begun buying “stingers”: devices that puncture tyres of cars whose owners try to drive off without paying.
 Pilots, ships’ captains, and train drivers have been requested by their employers to go slow.


2005 terrorism simulation by US officials cut global oil production just 4%, but price went to $161. 43 mbd is delivered by sea on just six routes, with several key choke points like the Straits of Hormuz (16mbd, as little as 33 km) and the Strait of Malacca (15 mbd, just 2.7 km). Note: the energy in one barrel of oil is equivalent to that expended by 5 labourers working 12 hour days non stop for a year. More than half the world’s oil comes from just seven countries, and only two of them are in OPEC. These plus a other useful stats in the article.

29.6.08.   Another delay to the giant Kashagan oil field: production pushed back another two years to 2013, fully 13 years after discovery. The Kazakh energy minister says there will be no more delays. The government has insisted that the Eni consortium would lose the right to defer royalties until they have covered the production costs. The total capital invested by the western companies to date is $17bn.

US State Department advisors helped Iraq draw up contracts to bring in the western oil giants. The New York Times, reporting anonymous sources, says this as “the first confirmation of direct involvement by the Bush administration in deals to open Iraq’s oil to commercial development and is likely to stoke criticism.”
 

30.6.08. 
Oil tops $144 as tension rises between Israel and Iran. Revolutionary Guards threaten to close the Straits of Hormuz if Israel attacks. In the UK, there is another haulier protest, this time backed by the Road Haulage Association.


Iraq opens the door to foreign oil companies. Bids are invited on contracts for eight oil and gas fields in a bid to lift production from 2.5 mbd today to 4.5 by 2013. Initially they will work as service providers, but in June 2009 development contracts will be signed, allowing companies both to develop existing fields and explore for further reserves. After 30 years, the majors are back in. ExxonMobil, Shell, BP, Chevron and Total are all expected to be in. The oil law still hasn’t been passed, and companies are likely to need legal certainty.


Russia closes the vice on BP by axing visas for TNK-BP staff. Work permits have been refused for many of the BP executives involved in the join venture in Moscow. Some ruling or other means some or all of them could be forced out of the country by the end of the month. BP describes the ruling as “utterly disgraceful.” The oligarchs from Alfa-Access-Renova (AAR), 50% owners of TNK-BP, of course deny all complicity in the Kremlin’s machinations, and vice versa.

1.7.08. 
Nymex investors bet for the first time on $300 oil by the end of 2008. The bet is only tiny: 1,402 call options at 18 cents each. The previous highest was $275. $200 remains the highest bet with significant investor backing, to date.


Abu Dhabi leases land in Sudan to grow its own food supplies. With only 1% of their land arable, they fear being unable to buy food as commodity prices grow. Mohammed al-Suwaidi, director-general of the Abu Dhabi Fund for Development: £Global warming has an effect on commodities. The time may come when, even if you have the money, acquiring commodities may not be easy.” Crops to be grown on 30,000 hectares include, corn, alfalafa, and possibly wheat, potatoes and beans. Other projects under consideration include Uzbekistan and Senegal. Other ME countries have locked up land in in Brazil, Pakistan, and Thailand.

Structural change underway in American transportation as “reurbanisers” leave the “ghostburbs.” The US Department of Transport reports that Americans drove 11bn fewer miles in March 2008 than in March 2007. Bus and train use was up 10-15%. While sales of bicycles and scooters are soaring, sales of SUVs are slumping and the CEOs of Ford and GM, switching their production lines to fuel-efficient cars and plug-in hybrids, talk of a “structural” change rather than a cyclical one. However, in 2007 most new car sales were in the 15-25 mpg range, and only 2.2% were hybrids. By 2015, still one in ten cars will be hybrids. House prices are plunging in suburbs but holding in inner cities as people move inwards to avoid fuel costs. The media has coined a new term: “ghostburbs.” Housing experts talk of the housing crunch and energy crunch producing a “reurbanisation.”
 Americans are now spending around $700bn a year on foreign oil.

Exxon boss castigates Kazakh government for delays at the giant Kashagan field. Rex Tillerson says they are responsible, and should desist: a strange step for someone in a consortium with $17bn invested and not a dime to show yet.
 Kashagan is expected to pump 1.5 mbd at its height, making it the third biggest producer in the world. But its delivery has been pushed from 2005 to 2008, then 2011, now 2013.

Investment in renewables totaled nearly $150bn (€95bn, £75bn) in 2007, UNEP says in its Global Trends in Sustainable Energy Investment 2008 report: fully a tenth of global investment although renewables provide only 5% of world energy. This is up 60% on 2006’s $93bn, and a five fold increase on 2004’s $33bn. The trend is continuing through the downturn, with first half spending in 2008 up on 2007, despite a fall in the first part of the year. Renewables provided 23% of new electricity capacity globally in 2007. R&D spending on clean energy including efficiency totaled $116.9bn, $7.1bn of it from governments.
 The figures suggest global investment will be $450bn by 2012 and $600bn by 2020. New energy investment of all kinds including oil and gas is $1.3 trillion at present, so renewables is more than 10%. Investment by venture capitalists and private equity rose steeply in the last quarter to $4.7bn. The average quarterly figure in 2007 was $3-3.5bn. Of all investment, wind attracted the most in 2007 (>$50bn) but solar ($>28bn) is the fastest growing. By contrast, $1.8bn went to energy efficiency. Of stock market investments, wind came top at $11.3bn, solar a close second at $9.4bn, and efficiency a distant third at$1.6bn and biofuels fourth at $1.3bn.

Labour’s European spokesperson on energy accuses the utility giants of not playing fair. Eluned Morgan MEP says she has heard plenty of evidence in the European parliament’s energy committee that companies are slow to connect competitors, fail to invest in bottlenecks, and slow to maintain transmission. Currently, Eon and Gaz de France are being investigated for alleged collusion to keep gas prices high. The only solution is a full separation of generation and grids, she says, and to do that the monoliths need to be broken up.

Germany stands alone in G8 in opposing nuclear power. All other seven are prepared to sign a comminique at the forthcoming annual summit saying it is a vital tool in fighting global warming. However, the CDU – Chancellor Merkel’s party – is lobbying to drop the scheduled phase-out of nuclear plants in Germany.
 Meanwhile the statistics for the German renewables programme are impressive: 249,000 German renewable energy jobs including 50,000 in solar energy, turnover from renewable energy plants of €25 billion Euros, and avoided gas and coal imports of 1 billion Euros in 2007, according to a German Environment Ministry publication on the "cost" of the feed-in tariff.
Tackling climate change is more urgent than the economy, a majority of UK voters says. An ICM poll of 1,000 randomly-selected adults shows 52% favouring the c word against 44% vice versa. 63% favour new green taxes. However, only 30% favour the introduction of green taxes now and only 19% would pay more for an environmentally friendly product.
 

2.7.08. 
Russian President Dmitry Medvedev says he wants to rebuild relations with the UK on the same day the AAR oligarch’s say TNK-BP boss Dudley must go and BP staff in Russia face imminent withdrawal of visas in a government move that could hand control of TNK-BP to the oligarchs.

Medvedev also plans to lock up rights to ship natural gas from three Caspian Sea nations. Medvedev, former chairman of state-run Gazprom, travels to Azerbaijan, Turkmenistan and Kazakhstan – wherein lie more than 3% of global gas reserves - to review contracts up for renewal. The EU wants a pipeline through Turkey, called Nabucco, that would bypass Russia. Gazprom wants a system that would help protect Russia from falling production in her own fields and connect her directly to the EU. Russian natural gas production fell 0.8% to 607.4 bcm last year, and accounted for 20.6 percent of total world output. Natural gas prices have risen 219% over the last year, trading on the Intercontinental Exchange at 71.02 pence per therm at COP yesterday. Delegations from the EU and US have also visited recently, trying to secure gas supplies from the region.
 

Flat-screen TVs pose a growing climate risk, researchers say. Manufacturers use a powerful greenhouse gas, nitrogen tetrafluoride, that isn’t controlled in the Kyoto “basket” of six gases. It is 17,000 times more potent than carbon dioxide and remains in the atmosphere for some 550 years. Production is currently 4,000 tonnes and will double next year, and nobody knows how much escape. So say researchers at the University of California, Irvine.


Micropower provided a third of new world electricity in 2006, and beat nuclear hands down, says Amory Lovins. A sixth of the world’s electricity and a third of new electricity now come from micropower (defined as on-site or decentralized energy production, such as waste-heat or gas-fired cogeneration, wind and solar power, geothermal, small hydro, and waste- or biomass-fueled plants) rather than from central thermal stations. In 12 industrial countries, micropower now provides from one-sixth to over half of all electricity (but only 6% in the United States). Nuclear’s added net capacity in 2006 was a mere 1.44 gigawatts, less than that of solar cells and a tenth that of wind power. Micropower added 43 to 58 gigawatts. “Distributed renewables alone got $56 billion of private risk capital. Nuclear, as usual, got nothing: it’s only bought by central planners. The world now has more wind capacity than the United States has nuclear capacity. In addition, the United States in 2007 added more wind power than it has added coal power in the past five years combined—or than the world added nuclear power over the same period. For anybody who takes the market seriously, what part of that story don’t you understand? These market trends also are good for our climate because new nuclear power buys you two to ten times less coal displacement per dollar than does micropower or improved end-use efficiency, and at a pace that is significantly slower.”

3.7.08. 
Oil price passes $146 and bets almost double on oil hitting $200 before the end of the year. Oil traders are buying more and more call options.
 The buyers are, for example, airlines trying to hedge their exposure to future oil prices that are even higher, and of course speculators. Others are buying put options,
 including oil companies trying to lock in the record oil prices today.

World Bank internal report argues that biofuels have pushed world food prices up 75%, much higher than any other estimate to date. The secret report was written by a senior economist, Don Mitchell, doing month-by-month analysis of surges in food prices. The study argues that there are three main mechanisms. First, more than a third of US corn and more than half EU vegetable oils are now used for fuel. Second, farmers are being encouraged to set aside land for fuel crops. Third, speculation is being encouraged in grains.
 

4.7.08. 
Engineering problems continue at BP’s Thunder Horse oilfield. 42 months after the field was original projected  to come onstream, the first oil was produced in June. However, problems have been discovered at three of the four wells planned to bring the giant field to its 250,000 barrels-per-day production. These must be repaired if the company is to reach its end-year target for full production. Kenneth B. Medlock III of the James Baker Institute for Public Policy says: “This is not normal. ….What we are seeing is an industry stretched to its limits in terms of qualified personnel, expertise and resources.”

5.7.08. 
Government asks supermarkets to stockpile food in case fuel protests lead to shortages. They want to be sure retailers can go beyond their normal “just in time” processes and supply basic foodstuffs “in case the infrastructure of the country breaks down.” Four government departments are involved. Tesco has asked for a seat on Cobra in the event of a crisis.

6.7.08. 
npower takes out a front page advert in the Sunday Times promoting solar: “npower solar works even when our boys can’t” ….with picture of a cricketer, bat raised, about to try and hit ball. “npower: Britain’s brightest energy company …..npowersolar.com.”

Prius battery supply goes flat as Toyota admits to “bottlenecks” in face of soaring demand. The paragon of supply-chain management is failing to meet the oil-price opportunity because all batteries are currently made in one Panasonic factory in Shizuoka.
 

“BP has been treating Russians as subjects,” the TNK oligarchs say. Mikhail Fridman writes an op-ed in the FT agreeing that there is a dispute for control of TNK-BP. It is because the company has performed so badly and BP won’t let it go abroad. From September 1 2003 when it was created, to June 1 2008 the market cap rose only 138% while Lukoil’s value rose 467% and the Russian stock exchange 355%.
 The next day, TNK-BP deputy chairman George Robertson responds. Fridman’s accusation refer to some 5% of BP shares quoted in Moscow, Robertson protests, and he ignores the fact that TNK-BP has the highest growth rate of any Russian oil company, the highest reserves replacement ration, the highest return on capital employed and so on. Its also not true that BP is stifling oveseas development, having opened offices in Turkmenestan, Kazakhstan and Venezuela.

EDF and GDF Suez vie to build France’s 60th nuclear power plant. EDF is the only company left in the running to buy BE, but it doesn’t like the price on offer.

G8 gather in Japan, seemingly unapologetic about how badly they got it wrong last year. On June 8th 2007 they said in their communiqué: “We noted that the world economy is in good condition,” and looked forward to “a smooth adjustment of global imbalances which should take place in the context of sustained and robust economic growth.” Two months later the credit crunch began. They made no mention of a housing bubble, and in a cursory look at hedge funds decided that there was nothing of concern. Since then, hedge funds have been complicit in driving up the price of oil and food to a point that massive threatens the global economy. A hedge fund manager, Michael Masters, testified to Congress in May that the increase in demand from speculators has been so great over the last five years that it has equaled the increase in demand from China. Speculation in commodity futures has risen twentyfold, from $13bn to 260bn, and been accompanied by a 183% increase in the price of a basket of commodities.
 

Equity investments have been bleak for a decade, and are now terrible. The credit crunch, after the dot.com crash, mean a lost decade for investors. The Standard and Poor’s index is now more or less where it was in 1998, and is 30% down if you factor in inflation. The FTSE 100 is below where it was ten years ago, and 40% down after inflation. Investors would have been better leaving their money in building society accounts in this lost decade. Stock market historian David Schwartz points out that the average annual returns from stocks since 1900 have been 1%, and even if you re-invested all dividends it would be only 4-5%.

7.7.08. 
Oil and Gas Journal rages against “extremists” who want to stop burning oil and gas. An editorial says “a few politicians have discovered that the production of oil sands and heavy oil emits more greenhouse gases than that of most conventional oil. They see this as a reason to shun the development and use of unconventional hydrocarbons. Their choosiness plays into the hands of extremists who want humanity to quit burning hydrocarbons of any kind.” “A country with an appetite for oil as strong as that of the US an appetite that will remain hearty no matter what policies the nation adopts – can’t afford to spurn supply from any source.”

Sir David King attacks the UK plan for expansion of renewables. The former Chief Scientific advisor and nuclear advocate trots out the old arguments that the grid won’t be able to cope (the UK Energy Research Centre have shown otherwise) and intermittency. Nuclear can go up to 40% of energy, he says. Renewables at 20% “would be very difficult to achieve and I’m not even sure that it is necessary.”


UK transport secretary agrees biofuels require a precautionary approach but stops short of revising the government’s targets in the wake of the Gallagher report (2.5% in the fuel mix by 2010 and 10% by 2020).

8.7.08. 
The EU agrees to publish weekly oil stocks in an attempt to reduce price via transparency. Announcing the move, the French finance minister says the EU must make every effort not to appear helpless.


Portugal announces plans for a zero-emission car network with Renault and Nissan, following similar moves by Israel and Denmark. Consisting of battery recharging and swap stations, backed by tax incentives for electric vehicles, it will be ready by 2011.

Oil giants plan to bring nuclear to the Middle East. Total and Eni both now have this strategy. Total will join with Areva and Suez to build two PWRs in the UAE, and expects to announce another deal soon. Eni says Egypt and Algeria are candidates as it plans to follow Total’s lead.
 They sense opportunity in the emerging chronic shortage of gas. Some analysts believe the total shortfall for the Gulf Co-operation Council countries (SA, KU, QA, BA, OM, UAE) will reach at least 7,000bcf by 2015.

9.7.08. 
G8 summit agreement to halve carbon emissions by 2050 fails to win support of India and China. They plus Brazil, Mexico, and South Aftrica want the G8 to sign up for 80%-95% cuts in carbon from 1990 levels. The UK Foreign Secretary David Miliband agrees that the G8 should go for these deep cuts. Bush leaves the summit with this quip to his fellow leaders: “Goodbye from the world’s biggest polluter.”

Gazprom offers to buy all Libya’s oil and gas exports. CEO Miller makes the offer to Gaddafi in Tripoli. There is no reaction from the Libyans yet. They ran their first gas-only licensing round last year. Gazprom, BP, Exxon-Mobil all signed deals. 

Toyoto puts SUV production on hold for three months and converts a new plant in Mississippi from Highlander to Prius production.

Costs of UK nuclear clean-up could significantly exceed £73bn, Commons public accounts committee warns. Their fear is that the taxpayer will end up footing the bill. BERR expressly denies this. A spokesperson, anonymous as usual, says: “As for the building of new nuclear power stations, we’ve been clear from the very start that energy companies – not taxpayers- must meet the full costs of eventual decommissioning of all new nuclear power stations and their full share of waste management and disposal costs.”

Uranium leak from a French nuclear site causes a ban on all use of two rivers in Provence. The accident  (on 7th) at the Tricastin site near Vacluse, a nuclear treatment centre run by a subsidiary of Areva, is only grade one on an ascending seven-point French scale of nuclear danger, but one swimmer at a lake being vacated observes that it was though sharks had been spotted in it. 75kg of uranium seeped into the ground. Officials sample drinking water in taps at farms which have for years extracted direct the groundwater. Areva is 90% state owned. Its CEO, Atomic Anne, calls the leak “an anomaly.”

10.7.08. 
First British green sportscar unveiled. Accelerating from 0-60 in 4 seconds and traveling more than 200 miles on a charge like the Tesla, the Lightning GT has space for golf clubs as well.

Sharp takes out full-page newspaper solar ads in the FT. “Who has a clear vision of installing solar panels all over the globe to create a low-carbon society? Sharp has.” On another full page, Chevron teams up with The Economist to launch a game, “Energyville,” where punters can decide interactively how to power their city. “Play it. Power It. Discuss it. willyoujoinus.com.” 


Opec warns it might need to slow investment in its oilfields as demand drops and biofuel use grows. Secretary-General Abdall Salem El-Badri: “Why would we invest in spare capacity that will not be used?” Mat Simmons and others: this is a shield behind which they are hiding inability to pump at the levels required.

Total becomes the last oil giant to pull out of Iranian gas as Iran vows to go-it-alone. The US pressure becomes too much for the French company. The Iranian oil ministry says it will switch from LNG to pipelines for some exports. The loss of LNG envisaged is 80 bcm a year, roughly equal to the whole of Germany’s demand. The pipelines would go east through Pakistan to India, or north to join Europe’s Nabucco pipeline. The first has major security concerns. The second would require the EU to snub the US.

Shares in leading carbon-trader Eco-securities fall to a record low. Of its portfolio of 121m carbon credits, only 29m have been certified by the UN. Eco-securities prompted a slide in the carbon market in March when it complained of difficulties in having projects certified.

11.7.08. 
Oil tops $147 as Iran test fires missiles and Nigerian militants end ceasefire. The volatility in the oil market is unprecedented, analysts say, with a five dollar fall a day before following a ten dollar-in-a-day rise two days before that.

As production ramps up in the tar sands, so environmental woes spread and backlash grows. Shell, Chevron, ExxonMobil, Total and others have invested nearly $100bn in the 3,000 sq km tar belt of Alberta. A proliferation of trucks as tall as four storey houses carry 350 tonnes a time, which will yield some 200 barrels of oil when processed. 1.3 mbd is currently produced, and with another $100bn investment the companies believe they can hit 3.5mbd by 2013 (NB this is way higher than the last Canadian oil industry estimate I read of 2.5 mbd by 2015). 470 sq km of forests have gone and giant lakes of toxic waste cover 130 sq km. Then there is the carbon and water toll. Producing each barrel emits 3-5 times the amount of CO2 a barrel of conventional oil does. The US political backlash is growing. The draft energy bill as it stands bans use of high-carbon-footprint oil and 1,000 US mayors have voted to boycott energy with a large carbon footprint. A Shell spokesman in Calgary says CCS is at least five years away, possibly much longer.

Areva-led consortium wins the contract to run Sellafield. The £1bn a year contract is for the next 5 years with a view to 17 years. Amec (UK) and the Washington Group (US) are the others. Because the profits for the winner are to come from squeezing efficiencies out of running the site, unions and environment groups queue up to voice fears about safety. 

12.7.08.
FT: “the biggest problem with the North Sea is below the surface ….the fields are running dry.” 20 years on from the Piper Alpha disaster, when 167 lost there lives, the FT reviews the state of North Sea oil in an article that argues: “The industry is fighting a losing battle. ….(it) is in terminal decline.” Even Oil and Gas UK is warning that without heavy investment and new-field development there would effectively be no industry by 2020. Output of oil and gas been falling at an average 7.5% since 2002, and the province is one of the fastest-declining in the world. Norway too is in decline. There are huge infrastructure problems because the first platforms, when built in the 1970s, were designed for 30 year lifetimes. Many are being extended 10 years, some 20. The HSE is appropriately scathing. In a November 2007 it argued: “Fabric maintenance is very poor on amy platforms, showing inadequate long-term planning by the operators for the lifetime of the installations, a lack orf regard for the working environment of the offshore workers and the risks of individual injury.” The industry is now spending £1.5bn a year on “asset integrity” but still, as the FT observes, “paintwork is peeling and bubbling with corrosion.” Forties held 5bn barrels, Brent 4 bn. Today’s discoveries are a hundred times smaller. The number of new entrant companies is falling as costs - in one of the most expensive places in the world to produce oil - rise.

Matt Simmons says oil output can now only decline, in part because oil rigs are working flat out and older ones are retiring faster than new ones are entering service. The same can be said of geologists, and much else the industry depends on, he says. Many of the technologies for enhancing recovery simply seem to speed the depletion process, rather than enhancing ultimate recovery. In an interview profile in the Economist, the “high priest of peak oil”, as they call him, is magnanimous about the magazine’s poor record of predicting the oil price (a famous 1999 assertion that it would remain dirt cheap). Simmons says his investment bank, set up to finance the oil services industry, has handled 500 merger-and-acquisition deals in the sector.
 

14.7.08. 
Sheik Yamani believes the third oil crisis is with us, and this time speculators are to blame. The Saudi oil minister at the time of the first two crises tells the press: “traders buy and sell depending on speculation and rumour, not supply and demand.” He thinks the oil price will probably fall to $70 by 2010, although if the US or Israel attack Iran the oil price will immediately soar to $200. The previous two crises were down to demand and supply, he says, but “it was 1985 that Saudi Arabia stopped playing a role as a swing producer, and OPEC can no longer control the price of oil.”

Gordon Brown says there should be no upper limit on nuclear plants in the UK. He wants to see at least eight new stations within 15 years, because most of the 10 existing plants (with their c10GW capacity and 19% share of national electricity) will be shut by then. He and Hutton increasingly see long-term energy strategy as a political battleground, and want to attack the Conservatives’ pro-business credentials on this basis.


All-party group of MPs accuses government of empty rhetoric on improvements to building stock. The Urban Development Group says the focus is on the 1% of buildings that are newbuild, when landlords can easily reduce energy use without serious cost penalty. The chair, Clive Betts, is Labour.
 

16.7.08. 
Prince Charles gathers industry leaders to hear climate scientists warn of a threat to civilization. The event, at St James Palace, is to plot the follow-on to the Bali Declaration, the strong statement from business to the 2007 climate summit. Another is planned for December's Poznan Summit. We hear an update on the very latest science, economics and politics. The science is now quite simply apocalyptic, in the absence of rapid decarbonisation of the world economy. Schellnhuber of the Potsdam Institute now talks of the need to return atmospheric concentrations to 280 ppm CO2 (pre-industrial) because of the long-run sea-level risk. On the economics, the message from Lord Stern was that decarbonisation of the world economy is do-able, at around 2 percent of gross global product. He claims that the investments needed to do that huge job are affordable, but rising all the time: he thought 1% of GGP at the time of his Review in 2006. On politics, the UK special envoy on climate John Ashton is quite clear that the goal now has to be zero carbon in energy, not 60 or even 80% cuts “We need to build a zero emissions energy infrastructure at a time of resource crunch.” We have to go zero in energy because of inevitable emissions in food production. Ashton, Stern and the scientists all portray climate change to the business world now as a full-blown slow-burn end-of-civilisation drama. It has always been so, of course, but the days are long gone when only a few NGOs said so. Sea-level rise seems to be the lead threat in their analyses. Schnellnhuber says: think of one degree C global temperature increase as locking in 20 metres of long-term sea-level rise. As for runaway greenhouse effect: “I can’t say it won’t happen. Nobody has proved it can’t.” Ashton said China, for example, would face catastrophe if the sea-level goes up only one metre. Adair Turner: The UK would need 3 or 3% of GDP to meet its obligations under the “can do” that Stern and Ashton describe. The UK spends 30-40% of GNP on the war at present.


Al Gore calls for a national US mission of 100% electricity from non-fossil sources within ten years. He appeals to both candidates to emulate John F. Kennedy’s Apollo mission. “We are borrowing money from China to buy oil from the Persian Gulf to burn it in ways that destroy the planet. Every bit of that has got to change.” Climate change is happening faster than we thought. “Scientists with access to data from Navy submarines traversing underneath the North polar ice cap have warned that there is now a 75 percent chance that within five years the entire ice cap will completely disappear during the summer months.” Low-carbon technology is ready. “We can start right now using solar power, wind power and geothermal power to make electricity for our homes and businesses.” “This goal is achievable, affordable and transformative.” ….for example, “the price of the specialized silicon used to make solar cells was recently as high as $300 per kilogram. But the newest contracts have prices as low as $50 a kilogram.” When we send money to foreign countries to buy nearly 70 percent of the oil we use every day, they build new skyscrapers and we lose jobs. When we spend that money building solar arrays and windmills, we build competitive industries and gain jobs here at home.”  “When the use of oil and coal goes up, pollution goes up. When the use of solar, wind and geothermal increases, pollution comes down.” Our economy cannot stand 10 more years of sending $2 billion every 24 hours to foreign countries for oil.” New infrastructure will be needed: “we do not have a unified national grid, ….outages and defects in the current grid system cost US businesses more than $120 billion dollars a year. It has to be upgraded anyway.”  “We should tax what we burn, not what we earn.” “This is a generational moment.”
 

China braces itself for an electricity supply crunch this summer as utilities’ coal supplies fall and power demand surges. China's State Grid has released figures suggesting 14GW – c. 2% of the country's coal-fired generation capacity - has already been shut because of the shortage. The reason is that coal prices in China are being held below international levels, encouraging exports and stunting imports.

17.7.08. 
Oil falls below $130 and stock markets rally, lifting Wall Street out of bear territory. Paul Horsnell of Barclays Capital: “Prices have been volatile and ultimately directionless in the past month.”
 


Gas prices could rise 65% if the oil price stays high, a Centrica report says. That would mean more than £1,000 per UK household. Continental prices are linked to the oil price through long-term contracts that link prices to heating oil and other products, and UK prices are linked “by pipeline” to these because 80% of demand may have to be met by imports by 2015. Centrica’s CEO Sam Laidlaw says the UK faces an “energy crunch” as a result of “global factors outside the UK’s control.”


Another £10bn is added to the UK nuclear clean-up bill by the NDA, making £83bn in all. The reasons given by the NDA are inflation, a decision to tackle more complicated hazards at Sellafield, and low income from Thorp and the Mox reprocessing plants. An NDA spokesman can’t give a guarantee that the bill won’t rise again.

British Energy says four broken nuclear plants will not be back on line before the end of the year. Two of the plants, where problems were found nine months ago (Hartlepool and Heysham 1), involve “significantly higher” costs than expected for an engineering solution, and much more time than expected. The other two reactors, Hinkley Point B and Hunterston B have boiler problems. A million man hours have already been invested in the four reactors.


French government orders a radiological assessment of groundwater around all 58 nuclear reactors after a second leak is reported at another site in southern France, and an unexplained older contamination is found in the groundwater at the spill at the Tricastin site. The second site is at Romains-sur-Isere, another site run by an Areva subsidiary, where a pipe is found to have burst long ago. Radioactivity has not leaked beyond the site. The Nuclear Safety Authority (ASN) accuses Areva of “human negligence” and “dysfunctional” processes. Ecology minister Jean-Louis Borloo says the investigation is because “I do not want people to think we are hiding anything,” and Areva insists there is no threat. However, ASN’s findings have been passed to the prosecutor’s office, which may decide a criminal investigation is required. Borloo says there were 86 level-one incidents in France last year and 114 in 2006.


First UK tidal turbine begins feeding power to grid. The device, akin to an underwater windmill, is in Stranford Lough, Northern Ireland. It starts at 150kW, soon rising to 300 kW. There could be at least 5 and as much as 15GW of tidal power around UK coasts. It was built by Marine Current Turbines.

Credit Suisse concludes oil demand will peak before supply and much lower oil prices are imminent. 

JL: This is the BP view. The report doesn't talk about depletion at all. The most revealing statement is on page 8. "History is not on the side of the bulls: looking at the data since 1860" (er.....1860?) "there have been ten previous occasions when real oil prices have averaged more than $60. ....On no previous occasion have real prices been higher five years later." So, they argue, will it be this time, with a bunch of economist's jargon and simple regression curves to drive the point home. Depletion makes it different this time. We have both underground factors and above ground factors that have no precedent.
 (L)
18.7.08.
Another bad week for BP in the TNK-BP civil war, as Russian employees take out law suits against CEO Bob Dudley, accusing him of discriminating against them. He does finally have a visa to continue work for 10 days though, just one day before he was due to be evicted from Russia. BP is fighting back. A spokesman claims that BP wants to increase capex to bring on new fields but AAR are rejecting that. Another source tells the FT that decision making on future projects has “ground to a halt.”


US states are passing laws to allow golf cars on roads. Rising fuel costs are driving people to use them. A Missouri police chief surprises a drug dealer mid-deal by silently gliding up in one.


UK Treasury reveals record deficit and says the borrowing rules may be changed to allow net debt to be more than 40% of GDP. Currently national public sector debt it is 38.3% (US is 60.8%, Germany 63.2% and France 64%), a grand total of more than half a trillion pounds, or more precisely £555bn (up from 359bn in 1998), and £640bn if you include Northern Rock and Bank of England. The 2008 national budget has £575bn of income and £618bn of outgoings. A great example to set companies and households.

20.7.08. 
Ineos says it will be producing ethanol from municipal waste by 2011. It will convert organic waste into gas, and feed it to bacteria for conversion. It hopes to have deals signed up on the first plants in the next 3-4 months. 90% of the emissions of conventional petrol can be saved, two studies suggest. However, meeting the EU’s 10% target for biofuel in the road-fuel mix by 2010 would require more than half the EU’s organic waste, if just this process were to be used.

Channel 4 censured by Ofcom for unfairly representing scientists in climate documentary. But Ofgem also rules, bizarrely, that viewers were not misled by The Great Global Warming Swindle. The regulator’s broadcasting code only allows it to consider whether documentaries “materially mislead the audience so as to cause harm or offence.” Ofcom in its wisdom sees no harm or offence. It seems Channel 4 will be able to claim it is vindicated (and does, in a Newsnight interview, much to the visible disgust of David King, when this ruling is confirmed). The programme was sold to 21 other countries, and has gone out on DVD despite the efforts of wronged scientists to stop its distribution.
 

Land grab underway in the American SW for solar sites. In the Mojave desert 104 claims have been received for nearly a million acres of land, a theoretical 60GW of electricity. (All-California capacity today is 33GW). Some companies are paying more than $10,000 an acre for scrubland. One player, Solar Investments, is a subsidiary of Goldman Sachs, who will probably either partner with developers or sell leases. The bank has requested permission from the Bureau of Land Management to install and monitor a range of thermal and PV technologies. A secretive start-up, OptiSolar, has filed claims for more than 100,000 acres, aiming to install 9GW (sic) of PV plants. The biggest PV farm today is 15MW. Developers like these are worried about resistance from environmentalists, who say they are going to challenge applications because habitats of threatened species such as the desert tortoise are affected.
 (L)
21.7.08. 
Mexican oil production for first half of 2008 plunges almost 10% on same period last year. Production averaged 2.6mbd. Exports were down more than 15% to 1.45 mbd.
 


Coal price surges as exports fall because producers are using more coal in their own economies. They have doubled in the last year, exceeding $200 a tonne in Europe during July. Some analysts predict $250 in the next quarter. A power crisis is coinciding with exporters like Indonesia, South Africa, Poland and Russia increasingly needing their own coal. Hedge funds are taking an interest at the same time, observing these fundamentals. China’s next exports have more than halved over the last four years, and the indeed China even became a net importer in April.
 


Brain drain depletes Nuclear Installations Inspectorate, threatening entire UK nuclear programme. Only 16 people are staffing a reactor-approval programme that the HSE (of which NII is part) says requires 40 minimum. One problem is public-sector pay scales.


E.ON and Dong Energy take Shell’s share in the London Array, the world’s largest offshore wind farm. Each will have a one third stake in the 1,000 MW scheme, of which the first phase could be ready by 2012. The price tage is now £2.5bn, up from the £1.5bn envisaged three years ago.

22.7.08.
Saharan solar electricity plan for Europe gains support from Brown and Sarkhozy. The European Commission’s Institute for Energy envisages many 50-200 MW solar plants in Africa, linked by a HVDC transmission grid (losing less energy over distance than AC: 3% per 1,000km). To provide all Europe’s electricity needs would require the capture of just 0.3% of the light falling on the Saharan and Middle Eastern deserts: an area smaller than the equivalent of Wales, covered either with CSP or PV (generating up to three times more electricity than they could in northern Europe) could do this. The grid could also capture wind across Europe and western North Africa, and geothermal power from Iceland. By 2050, north Africa could be providing 100 GW to Europe, at a total investment of €450bn (c.€1bn a year). Algeria is already working on a combined CSP-gas plant aiming to export 6GW to Europe by 2020. In context, this is not too expensive: the IEA now calculates that the world needs to spend $45tn (£22.5 trillion) on energy systems over the next 30 years.
 

BP pulls its specialists out of TNK. It does so reluctantly, expecting that production will be adversely affected. Meanwhile, TNK-BP has signed a deal with Venezuela to extract heavy oil.

Scottish ministers approve Europe’s largest windfarm: 456MW from 152 turbines in the Southern Uplands along the motorway between Moffat and Biggar, a £600m project providing enough electricity for 250,000 homes, to be complete by 2011.

23.7.08. 
US Geological Survey says Arctic has 90 bn barrels of oil, and gas equal to all Russia’s reserves yet to be discovered. 90bb oil is 13% of the world’s undiscovered oil (692 billion barrels) and the gas (1,669tcf) is 30% of the world’s undiscovered gas. USGS’s Don Gaultier says the pole itself is not interesting. Wood Mackenzie estimated that in addition to 233bboe discovered, the Arctic held 166bboe, most of it gas.

Dependence of oil producing countries on oil revenues is increasing so much that it threatens exports, a new RIIA report shows. Even Saudi Arabia must plan for export decline, and some countries might rationally choose to keep oil in the ground, even at over $100 a barrel.

UK government lobbies both US presidential candidates to support the “Jeddah process,” the effort led by Gordon Brown to get the Saudis to pump more oil. John Hutton, Business Secretary, flies to Washington to lobby the offices of both candidates, and to try and interest investors in the UK’s nuclear renaissance. He says the Jeddah process is the only game in town, when it comes to trying to control the oil price.

UK government opposes the EU renewables directive efforts to give renewables priority access to grid. The EU draft reads “member states shall” give renewables priority access to national grids. The UK wants “may.” An EU official says they are trying to protect coal, gas and nuclear.

Radioactive particles contaminate 100 French workers in fourth French nuclear incident within the last few weeks. EDF announces “slight contamination” of employees as a pipe leaks radioactivity at an EDF reactor at the Tricastin site, next to the treatment plant where uranium spilt three weeks earlier.
 A nearby Rhone valley winemaker, Coteaux de Tricastin, wants to change its name.

UK parliament audit shows massive cost over-runs at the Nuclear Decommissioning Authority. £400m had to be added from other budgets by the Department of Business to balance the books, which is now allocating 42% of its budget to nuclear clean-up. At least £15m was switched from renewables, figures released in February show. The NDA is sending its finance staff for retraining at the National School of Government. The audit, by MPs, also points to problems arising as a result of untrained staff generally, and bureaucratic bungling resulting from misunderstandings after unminuted meetings.

24.7.08.
Head of TNK-BP is forced out of Moscow. BP complains of “an orchestrated programme of harassment.” Bob Dudley plans to do what he can to run the company temporarily from somewhere in Europe. The oligarchs continue to maintain they have had nothing to do with the state agencies that have targeted BP (the raid by the FSB [post-Soviet spy agency], tax and employment officials), but add that the idea Dudley can still run the company is a “ridiculous notion,” and insist as they have since May that he replaced with a CEO who will run TNK-BP as something other than a BP subsidiary. 

25.7.08. 
Wind energy deployment in China breaks records. The growth rate has exceeded 100% a year since 2005 as China pursues of policy of 15% non-crbon energy by 2020, up from 5%. The wind target was 5 GW by 2010, but that has been passed three years ahead of schedule (China has 6 GW today), and the target doubled to 10 GW. One report says 130 GW is in the pipeline: more electricity Junfeng Li, secretary general of the China Renewable Energy Industries Association, says that many believe wind power will be cheaper than coal by 2015. In 2007, domestic manufacturers took more than half the domestic market for the first time, and China might already have overtaken the US as the biggest manufacturer of turbines. Growth is fast in India and Brazil too, with these three countries’ share of global wind investment rising from 12% in 2004 to 22% in 2007.
 


EDF becomes the first UK energy supplier to raise prices in the latest round: 17% for electricity and 22% for gas, blaming soaring wholesale prices. Analysts are surprised the hike wasn’t greater. The French government-owned supplier is also in advanced negotiations to acquire British Energy.


British Ambassador to Moscow locked out of UK-funded nuclear facility in Russia. The UK provided £23m of funding to the Atomflot facility in Murmansk to help ensure safe storage of spent fuel. But that didn’t buy Tony Brenton rights of entry to have a look at what it was being spent on.

26.7.08.
E.ON admits it would run Kingsnorth if CCS proved not to work. The admission is made by Andy Read, clean coal business development manager. Meanwhile leading scientists hit out at government plans to allow coal burning without CCS in a letter to the Observer, adding their voices to the Commons Environment Audit Committee’s conclusion this week that all coal-fired plants must have CCS. The Tories want a moratorium on building of coal plants until  and if CCS is proven, a policy Energy Minister Wicks calls “stupid.”
 

27.7.08. 
UK MPs call for a windfall tax on energy companies.  The Commons Business and Enterprise calls on Ofgem to toughen up, and reform the market, because households are paying too much.
Fears grow about “handing the entire UK nuclear industry to the French government,” as Dieter Helm puts it. Both EDF and Areva are French government controlled. The vertically-integrated energy companies fear unfair competition. The independent suppliers fear the wholesale electricity market, which is problematically illiquid now because vertically-integrated companies are able to bypass it, buying their own generation – meaning independents find it difficult to invest in new plant - will get worse.
 An FT editorial on 29th reads: “EDF can be trusted to behave like a conventional commercial enterprise ….EDF is not France is not Russia.” But it then goes on to argue that EDF shouldn’t be able to buy a monopoly: some of the nuclear plants must be owned by other companies if we are to have a market. 

28.7.08. 
Falling oil price results in Nymex trades being net short for the first time since February 2007. Last week’s sharp falls have been followed by a rebound to $124 yesterday. The unexpected fall in prices has hit hedge funds hard.

Eight UK streets cut their CO2 by an average 20% and fuel bills by a third in a competition organized by British Gas. Says one contestant mother: “What’s struck is that it’s our behaviour which really makes the difference.” She speaks of watching the meter, turning lights off, and so on. The Institute of Public Policy Research, which monitors the exercise for BG, suggests that 10,000 advisors be appointed nationwide, one per 20 streets. The cost would be £500m annually against national energy savings of £4.6bn. Other measures, IPPR says, could include a £524 loan package at 7% for cavity wall and loft insulation. Annual savings of £395 at today’s prices would soon pay that off.

Tense rivalry between Ukrainian leaders will have a major say in future gas prices in EU countries. President Victor Yushchenko and his former ally turned rival, Prime Minister Yulia Tymoshenko, have very different reviews about how to deal with the Kremlin. He believes current arrangements, whereby Russian and CIS gas are perchased from a Swtzerland-based middleman, should stay in place, and that there should be no price review. She believes Ukraine should buy direct from Russia, which would add transparency but probably end up with higher prices. The UK is already importing 21 bcm a year, and ten EU countries are almost completely dependent on Russian and CIS gas piped via Ukraine.


Matt Simmons reiterates view that crude oil probably peaked in 2005. He says that for the last three years crude has struggled to stay on an undulating plateau at 73-74 mbd. The rest, topping up to around 88 mbd, comes from LNG, refining processing gains, and tapping inventories. Major new projects occasionally coming online may nudge the total crude production higher than 74 mbd, but the odds of going higher are low, he says.
 


Ethical investors join campaigners to seek an end to unconventional production.  The hook-up between the Co-operative and WWF comes as Shell and other oil companies propose investing $125bn to 2015, subject to investor approval, to develop the tar sands. From the report: Tar sands produce three times the carbon emissions of conventional oil production (and oil shale 8 times). If the official figures of recoverable oil are accepted, (315 bb in the tar sands and 800 bb in the oil shale), the 1,115 barrels resulting would mean 980 Gt CO2 of emissions, adding 49-65 ppm to the atmospheric concentration of CO2.
 

30.7.08. 
British Gas raises prices by another 35%, a record for the industry, creating consumer uproar. Just hours later parent company Centrica announces £880m of profits for the first half. Ten million households will be affected. Economists predict that, as result of BG’s action alone, the Consumer Prices Index will rise from 3.8 now to 5% by the autumn. If the move is replicated across the industry, a further million will join the 4.5m already in fuel poverty, consumer groups say.


Exxon oil and gas output 5% down on the second quarter last year, Chevron down 3.4%, Shell down 1.6%. The price, and consequent profits, masks the problem.

As consumer fury erupts at BG price rise, parent Centrica pledges to cut bills if gas price falls. Amid calls for a windfall tax, Centrica CEO Sam Laidlaw argues against a windfall tax because it would affect investor confidence. Much of the outrage has to do with the fact that the utilities refuse to disclose how much they pay for their gas.
 
31.7.08. 
Shell insists tar sands are less damaging to climate than coal. They warn ethical investors that disallowing tar sands would make matters worse because more coal would be used. van der Veer says the well-to-wheels carbon footprint is only 15% more than conventional oil. Announcing flat oil and gas production for the quarter, Shell announces a $36bn expenditure unveils for 2008, a company record, up from $25bn last year.

Russia signs a deal that effective gives Gazprom control over Turkmenistan’s gas, Barely noticed in the run up to the Georgian crisis, Russia signed an incredibly important deal which effectively gives the Kremlin-controlled energy giant Gazprom control over Turkmenistan's gas. This move deepens our energy dependence on Russia with each month of plunging North Sea gas production. Meanwhile, Moscow is cosying up to Beijing on both energy and security. It signed an energy collaboration treaty with China just before the G8 Summit, and has conducted joint military exercises. The Caspian-region gas that Europe is going to need - with the UK at the far end - may end up in pipelines heading eastward, not westward, unless we behave ourselves. No more complaining, please, next time a dissident expat finds alpha emitters in the tea leaves. The Kremlin clearly has a grand strategy to control a vast slab of the world economy via energy, and is rolling it out like a well drawn map. The Georgia crisis is very probably a piece in the jigsaw. On top of the sudden unavailability of Turkmen gas, the war certainly makes the EU plan to build a gas pipeline across the Caucasus, avoiding Russian soil (the Nabucco project), an increasingly forlorn hope. As for the oil part of the Kremlin's new Great Game, it seems that around a quarter of BP reserves may well be in the process of being expropriated on behalf of a Russian company quoted on the London Stock Exchange using London-based lawyers. (So interesting, the way modern capitalism is allowed to work these days). Great Britain, meanwhile, has no energy strategy, and no plan, beyond building a nuclear plant or two, maybe; and a carbon-capture trial, perhaps: some time towards the end of the next decade when it'll be far too late to escape the trap. As the crisis builds, the Russians have Vladimir Putin, Dmitry Medvedev, and blitzkreig. We have Gordon Brown, Malcolm Wicks, and consultations.
 (L)

Uncertainty over whether there are enough lithium resources to power a battery revolution. The price of lithium has risen fast in the last decade. A tonne of lithium can produce 5.3 m tonnes of lithium carbonate for use in the batteries that are increasingly used by EV manufacturers (but note: it can be recycled from used batteries). Estimates for lithium resources range between just 4 m tonnes and 28m tonnes. The USGS quotes an estimate of 14 mt, but that is based on a 1976 National Research Council report. Sources are the mineral spodumene and salars (salt flats through which water has passed). Hitachi says that most hybrids will use NiMH batteries until 2015, and this may be just as well. Other technologies on the horizon include ultracapacitors and compressed-air engines. eeStor, a Texan company, says its ultracapacitor can charge in ten minutes and be ready in vehicles on the road by 2010. MDI, a company set up by a Formula 1 engineer, says it will have compressed-air vehicles ready by then.
 

1.8.08.
Renewables can fill the looming UK “energy gap”, a consultancy report for NGOs shows. The gap opening up as coal and nuclear plants reach scheduled shut-down dates could be more than 20GW by 2020, analysts fear: almost a third of current UK generation. A report by Poyry for WWF and Greenpeace argues that renewables can meet that target, so long as energy efficiency improves 20% by 2020 as the EU requires, and the government is on track with its target of 35-40% of electricity from renewables.

Commodity prices in biggest monthly fall for 28 years in July.  Oil falls more than 20%, gas 31%, corn 19%. Lehman Brothers and Deutsche Bank forecast lower. Goldman Sachs and Merrill Lynch remain bullish.

Renewables industry confident that 100% renewables energy supply is possible in 20-40 years. This is the overwhelming consensus of participants at the Tenth Forum on Sustainable Energy, held in Barcelona in April. They review a range of scenarios for EU countries.
 (F)
UK energy minister Malcolm Wicks calls opponents of a new generation of coal stations “naïve” in an interview with the FT. He says the “force of reason is with us.” 


Oil-from-algae company Sapphire claims it has a product up to 100 times better than biofuels, and raises $50min venture capital to develop it. Algae take CO2 from the air and make sugars, proteins and – in certain conditions – oils. Sapphire says it has a process using photobioreactors on non-arable land - tapping non-potable water - that can produce oil usable without any modification to ICEs, delivering 10 to 100 times more energy per acre than biofuels. Researchers believe they are using cyanobacteria. Sapphire say they will be at commercial production stage in 3-5 years.

EDF takeover bid for British Energy collapses. The bid, which would have valued BE at £12bn, is considered too low by 22% shareholders Invesco and M&G. 

TNK-BP are close to a ceasefire after Tony Hayward meets a representative of the oligarchs, Mikhail Fridman, in Prague. Or so the FT reports, without specifics. Board appointments would have to change on both sides, supposedly, if Dudley is to step down as CEO: which seems suspiciously like what the oligarchs wanted in the first place. 

Kuwait’s oil expansion plans to 4mbd by 2020 are still way behind schedule, Petroleum Review reports. Also in this issue: analysis of the BP Statistical Review figures, E&P in Antarctica, and Canadian oil sands review. (L)

3.8.08. 
UK government “poised to act” on fuel poverty: not via a windfall tax, but with a possible tinker to an existing policy. As six million households – one in four – face fuel poverty, the government is apparently prepared to force energy companies to double spending on fuel poverty within the £3bn Carbon Emission Reduction Target (CERT) scheme launched in April (whereby they have to offer grants for efficiency). Malcolm Wicks adds insult to injury by saying: “we are not going to sacrifice fuel poverty on the altar of climate change.” But last year the government cut its fuel poverty budget by a third. Friends of the Earth and Help the Aged secured a judicial review against the government, due to be heard in October. Oxford University’s Brenda Boardman estimates the cost of “super energy efficiency measures” to lift 6 million out of fuel poverty permanently as £45bn.
 Meanwhile, energy companies have pulled all capped deals, after massive interest on websites. Supermarkets and DIY stores report a surge in energy-efficient products. EST advice on 7 quick and easy savings in a typical three-bedroom semi-detached house: £155 insulating the loft to 270mm, £120 by having cavity wall insulation, £110 by installing double glazing, £45 by installing energy-efficient light bulbs, £34 by using an energy efficient freezer, £32 by turning off all appliances on standby, and £20 by sealing the skirting boards. That makes more than £300. On top of that some 30% of the bill can be cut with a condensing boiler and 10% by turning the thermostat down just one degree C.

4.8.08. 
Oil falls below $120 for the first time since May as new economic data show that consumers are feeling pain on both sides of the Atlantic. Oil and gas producers are racing to buy insurance in the options market: almost ten put options contracts (right to sell at a fixed price) are being sold by traders as call options (rights to buy).


Obama hints at allowing some offshore drilling as oil price emerges in poll as the dominant issue in the forthcoming election. He also said he would dip into the Strategic Petroleum Reserve. These policy shifts are because his lead has been slipping in the past fortnight on a perception that McCain has sounder energy policies. US drivers are paying double what they did last year: nearly $4 a gallon.

US gas production rises as high price allows unconventional production. Production increased 4.3% in 2007 up from 2.6% in 2006: the fastest increase in the world. Conventional production is falling but tight gas, coalbed methane and share gas are all rising as horizontal drilling and new fracturing techniques are deployed. (Hot water or chemicals are pumped into shale and dense sandstone to fracture the rock so gas can escape. With CBM, water with dissolved gas in the seam is pumped out, and the gas separates as the pressure drops).

TNK-BP finance chief resigns, fearful of governance failures. He was an independent, appointed by both sets of shareholders. Of 88 foreign staff, 10 have been forced to leave the country as a result of their work permits not being renewed, including the executive in charge of corruption risk analysis in the CFO’s team.


Climate activist arrested for breaching bail at Kingsnorth coal protest amid heavy police presence. He had been at the Drax protest in June. It seems that the UK government may be prepared to imprison people for peaceful protest about the greatest threat facing civilization. In tense scenes at the protest site, police searched protestors and checked identities.

4.8.08.
E.ON is “looking to finalise” building contracts for Kingsnorth without final decision on CCS. The company is insisting in public that it is waiting for the result of a consultation that the Department of Business is running, but leaked e-mails between the company to BERR shows it is pressing ahead. BERR has also drafted revised planning conditions for the E.ON that make no mention of CCS.


Drax profits halve as price of carbon credits bites. In 2007, the company paid just £11m for credits for its 4GW coal plant (supplying 7% of UK electricity from the nation’s single biggest source of CO2). This year so far it has spent ten times more (££107m) as the second phase of the EU emissions trading scheme bites. Also coal costs are 34% higher.

6.8.08.
First terrorist attack on the Baku-Tbilisi-Ceyhan pipeline shuts it for up to two weeks. Kurdish separatists lay claim to the blast in eastern Turkey. One percent of world oil passes through the pipeline, which runs 2 metres underground. The oil price is pushed back above $120.

80% of biofuels sold in UK are not meeting environmental standards. So the first report of the government’s Renewable Fuels Agency shows. The UK is also missing its first yearly target of 2.5%, with 2.14% in the mix in the month from mid April to mid May. Only 8% came from feedstock grown in Britain. (86% is biodiesel, the rest plant-derived ethanol). 

Top climate scientist Bob Watson says we must prepare to adapt to 4C global increase, because although we should stabilise below 2C, “we don’t in detail know how to.” David King says that even with an effort that hits 450ppm C02, there is still a 50% probability of temperatures over 2C, through to a 20% probability of more than 3.5C. King concludes: “My own feeling is that if we did get to a 4 degree rise it is quite likely we would begin to see a runaway increase.”

8.8.08. 
BG announces sixth drilling success in a row in Brazil’s Santos basin: a “material” discovery, though no details given. The Tupi discovery of last year is 5-8bn barrels BG said at the time,. This discovery, Iara, is 30 km away, 200km off Rio in “pre-salt” rocks. Some geologists are saying the discoveries could all be part of one supergiant field, the “Sugarloaf.” Analysts say that while the clutch of discoveries could end up produced 1-2 mboed, 1.25 – 2.5% of world demand, it is too early to say whether the Sugarloaf exists.

Ratings agencies downgrade TNK-BP debt as fall-out from dispute spreads. Two agencies have done so far, and Fitch is considering it. Meanwhile, Dudley is fined a whopping £11 by a Russian court for breaching Russian labour laws, but not barred from office.


UK energy minister says Kingsnorth and other coal plants must be built if CCS is to be tested. Once the UK has developed the technology, we can then help the Chinese and Indians he says in an interview. This is a whole new line of argument. He wants the utilities to finance CCS via a high carbon price emerging in the ETS (but says he doesn’t know what level would trigger the investments). He fears that unless the UK goes for coal we will be ever more reliant on gas from unstable exporters. He fears E.ON won’t go ahead if the government sets a cut-off date for CCS operation “when we do not know 100% that CCS is going to work, the engineering has not been tested and no-one is full aware of what the costs might be.”
 The world is watching all this: 100 coal-fired plants are in preparation worldwide, almost half of them in China, at least 10 in Germany, and 10 in the US. Other UK utilities have plans (for 3 coal stations in RWE’s case). 


A week of dramatic acceleration in Arctic ice melting: 2008 could be worse than 2007, scientists say. The cause was warm air blown into the Beaufort Sea by storms. A study a few months ago by the Naval Postgraduate School in Monterrey, California, using US Navy supercomputers, forecast that the Arctic could be ice free in summer within 5 years. Prof Peter Wadhams of Cambridge University points out that when the first climate models were run, the assumption was that the ice sheet would remain until around 2070.


UK Fire Brigade reports a huge rise in outdoor blazes over the last decade – a doubling in some areas - and forecasts that conflagrations like those Greece and Turkey are suffering today will be common in the UK within as little as ten years thanks to global warming.

100 arrested at Kingsnorth power station site, and 46 charged, as 1,500 protestors face almost the same number of police. Police variously use batons, horses, dogs, trail bikes and helicopters to control protestors. Only a few protestors break into the power station site: most opt for a carnival. As PA plays “I’ve been loving you too long,” a police tannoy announces: “This is a police warning. Please disperse in ten minutes or police horses, dogs and police batons will be used.” 
 The policing, involving 26 forces, costs more than £1m.

Far too few UK households are taking up energy-savings grants under existing schemes.  Grants available from energy companies under the CERT scheme, totalling £3bn over the next 3 years, are seriously under-subscribed. The Warm Front initiative, administered for the government by Eaga, an energy-service company, offers insulation and heating grants up to £2,700. That too is undersubscribed by a long way, Eaga says.

10.8.08. 
Russia invades Georgia, threatening both the BTC pipeline and EU plans for the Nabucco pipeline. These pipelines in the corridor available to the west between Azerbaijan and Turkey threaten Russian hegemony over the region’s oil and gas. The planners of Nabucco have so far failed to secure enough gas to fill the pipeline because Gazprom has been buying so much, and plans a new pipeline of its own to Europe, across Russian territory.


Oil price falls as hedge funds bet on downside. $112 is the price now. Lehman Brothers’ analyst says oil prices have “peaked for the next few years.” The net-short position of hedge funds has been in place for three weeks now, replacing a net-long position that had lasted since early in 2007. Goldman Sachs still predicts $148 by year end, noting that US crude investories remain at “critically” low levels.


Opec earns almost as many petrodollars in first half of 2008 as all 2007: $645bn (€430bn, £ 335bn), $194 of it Saudi Arabia’s take. 2007 was $671bn. Production in July hit a record 32.6 mbd. Average price for the first half of the year was $111. Gulf governments are spending only 45% of their oil income, the lowest proportion ever. The GCC economy is some $1.2 trillion in 2008, compared to $350bn five years ago.
  At these prices, oil importers are paying exporters around $1.5 trillion a year, some 2.5% of global GDP: obviously, the biggest transfer of wealth in history. The value of oil in the ground, of the BP Statistical Review can be relied on, is $162 trillion (€107 trillion, £84 trillion): more than the value of all global equity markets ($52 trillion) plus all debt markets ($67 trillion) …..and almost the same as the total value of all tradeable financial assets ($167 trillion, as estimated by the McKinsey Global Institute for the end of 2006). The scale of this transfer poses two huge challenges: keeping demand and therefore employment up at the importing end, and how to build real assets with the cash the importing end.
 Take Iran: failure to invest oil revenues in infrastructure has this summer has meant power cuts lasting at least two hours a day in temperatures of 50C.


Campaigners warn that high street banks face a consumer boycott if they continue to fund coal. The Co-op Bank by contrast will not finance any coal, oil or gas projects.


Defra chief scientist Bob Watson says UK should prepare for 4 degrees C warming, Oliver Tickell says prepare for extinction if so. At that increase in global average temperature, the polar ice caps would collapse, raising sea levels 70-80 metres, rivalling the 120m sea-level rise at the end of the last glaciation. Civilization could not survive. Tickell advocates abandoning national allocations, and placing a global cap on upstream sources of emissions (oil refineries, coal-washing plants, cement factories and so on), selling permits for these to raise funds (he believes $1 trillion) for climate abatement and adaptation technologies and strategies. The cap should be tight enough to guarantee zero net greenhouse gas emissions by 2050, and stabilisation of atmospheric greenhouse-gas concentrations at 350 ppm equivalent.
 


Giant American retailers queue to make energy savings from solar roofs. Wal-Mart, Kohl’s Safeway and others are seeing the utility of the sun as an energy saver. If the Congress renews solar tax credits, and states offer other incentives, the chains are promising to put solar on almost every big store. If Wal-Mart were to cover every Sam’s Club and Wal-Mart stores, 23 square miles of solar panels would be needed: an area the size of Manhattan.


Bill Clinton visits first solar powered village in Ethiopia, and speaks of a coming revolution in solarising developing countries: “It’s the energy equivalent of the cellphone movement.” The village, Rema, has 1,100 homes “shining in the dark evenings like white beads on a string,” as one British newspaper reporter reports. The Solar Energy Foundation, set up by Harald Schutzeichel, solarised the village at a cost of £240,000. 80% of his funding comes from GoodEnergies. He has set up a solar energy school which has trained 24 technicians from all across Ethiopia, and is looking for €10m to set up a microfinance bank, from which villagers can borrow at affordable rates, though Rema has been solarised for free.
 

14.8.08.
BP turns Baku-Georgia-Turkey gas pipeline back on, but the trans-Georgia oil pipeline remains off. Both had been turned off as a precautionary measure upon news of the Russian invasion. The 150,000 bd oil pipeline, direct from Baku to the Georgian Black Sea port of Supsa, remains off because of doubts about security in Black Sea ports. In the continuing political fallout of the conflict, an FT headline reads “World left wondering if Medvedev is in charge of Russia.”

TNK-BP CEO Dudley suspended for 2 years by a Russian court for violations of Russian labour code. The Alfa-Access-Renova oligarchs say essentially “we told you so,” and claim no connection to the investigations.

Turkey pulls out of a gas deal with Iran under pressure from the US, who fear it will provide resources for  Iran’s nuclear programme. Ahmadinejad is in Istanbul hoping to sign it, and to interest Turkey in investing in the South Pars gas field, from which others have pulled out under US pressure. Almost half the world’s gas reserves are supposedly in Russia and Iran.

PG&E plans 800 MW of solar PV in two giant solar farms by 2013. This 12 square mile development in San Luis Obispo county will dwarf the largest solar PV farm currently: a mere 14MW on the Nellis Air Force base. The total amount of PV connected to the US grid is only 473MW. Optisolar will deploy 550MW of its amorphous silicon thin film at one farm, and Sunpower will deploy 250MW of its crystalline silicon on trackers at High Plains Ranch. The two will together generate 1.65 billion kilowatt hours a year, peaking in the afternoon on the sunniest days when electricity demand is at its highest.
 This farm, as big as many a natural gas power plantwill provide enough electricity for nearly a quarter of a million homes. The first arrays from the plant will begin generating power in 2010, and the whole farm will be complete by 2013, according to PG&E’s plan. Analysts expect the first solar electricity from the plant to be priced as low as 12 cents per kilowatt hour. Californian combined-cycle gas power plants current generate electricity at around 10 cents per kilowatt hour. But gas prices seem set to rise going forward, while solar prices will fall further. Moreover, a Renewable Energy Portolio introduced by the Californian state government requires utilities to generate 20% of their electricity from renewables by 2010.

15.8.08.
Renewable jet fuel is taking off in the world of $100+ oil, but has very far to go. Fuel costs are crippling the industry, which is heading for a collective $40bn loss this year. Ten small carriers have gone under. Normal biodiesel freezes at high altitude and contains too much oxygen (meaning added weight, not energy content). But recently Finnish oil company Neste has found a way to produce oxygen-free biodiesel. It has two plants running and another two planned. The Fischer-Tropsch process can also be used  for biomass to liquids. And algaue could in principle produce all the jet fuel used today in an area the size of Belgium, according to Boeing. Others are not so optimistic, and meanwhile jet fuel accounts for almost 60% of the current DoD annual budget. Much more in the article.

16.8.08.
Economist calls for European nations to stop making bilateral deals with Russia, exclude them from WTO and OECD, return to the G7, and generally do everything to emphasize the seriousness of what the Russians have done in invading Georgia.
 (L: review of war so far and map of the pipelines). Note: The BTC pipeline was still burning after the earlier Kurdish terrorist attack two days before the Russian attack. The only pipeline working this week has been the Russian one for Baku to Novorossisk, a Russian Black Sea Port. The Nabucco pipeline was due to be complete 2013. One of Medvedev’s first acts as president was to begin persuading the Turkmen and Azerbainjani leaders to sell their gas to him.
 The Nabucco pipeline is supposed to provide 10 bcm of gas from 2013, rising to 30 in 2021. The Russian South Stream pipeline across Russia and EU member states Romania and Bulgaria, is intended to provide 30 bcm on completion, in 2013.

Climate modellers make progress towards short-term predictions. Features of natural variability like warm and cold fronts dominate in the atmosphere over days, and greenhouse gases dominate over decades. Over years, climatologists increasingly think ocean fluctuations dominate, and this is the basis for recent short-term forecasting. Most natural variability is due to heat passing back and forth between the atmosphere and oceans. Since the 1960s, around 90% of the heat trapped by greenhouse gases has gone into the oceans. A number of cycles are recognisable in the oceans around the planet: El Nino, La Nina, the Pacific Decadal Oscillation in the North Pacific, the Atlantic Multidecadal Oscillation (which may be poised to run negative.
 (L)
17.8.08. 
Gulf “on the verge of a power crisis,” Arabian Business reports. A recent report by analysts at Global Insight reports an expected 50% increase in power consumption over the next 5 years, and only a 30% increase in supply. Arabian Business notes that industrial projects are being scrapped, and completed residential units are lying empty minus both utility connections and residents. Peak-demand power cuts are now inevitable, it says.


Wave and tidal power potential going begging in UK as no scheme qualifies for a Marine Renewables Deployment Fund grant. The £42m budget remains untapped. The Scottish government has given £13.5m. John Griffiths of the Orkney Centre says blames “huge emphasis on wind” and inertia in Westminster. Peter Fraenkel of Marine Current Turbines says the UK is making the same mistake as it did in the early days of wind power, leaving Danish and German firms to develop the technology. Professor Stephen Salter of Edinburgh University, who has 35 years experience in the offshore industry, having invented a famous wave device called Salter’s Duck in the 1970s, from which the UK government withdrew funding in 1982 after lobbying by the nuclear industry. he says today: “I think there are still people around who don’t want it to work and who want to go nuclear.”

UK business secretary urges regulator to act on energy company transparency. John Hutton says they should be forced to open their books: it isn’t acceptable for profits from generation and retail to be combined, as some companies do. 

19.8.08.
Pain from falling banking stocks on FTSE eased by performance of smaller oil explorers. Increasing value of stocks like Tullow Oil, Dana Petroleum and Cairn Energy are attracting buyers because they are now discounting oil at $70, offering downside protection and upside potential.


Huge gas supply deficit emerges as LNG projects are delayed. 100 million tons of supply disappears by 2013 (138 bcm ….the Nabucco pipeline is supposedly to carry 30 bcm pa on completion by contrast; 868 mboe) as Exxon and Chevron postpone or shelve projects in Australia, Nigeria and the Baltics. This is larger than the imports to S. Korea and Japan, the two largest importers in the world. Wood Mackenzie, reporting the setback, says this will mean spot LNG prices at a premium to oil.

20.8.08. 
WWF report charts massive over-consumption of water. In the UK, the sixth largest importer, each person uses 4,645 litres a day, directly and indirectly. Only 38% of this comes from our own resources, the rest is virtual water, used from the resources of other nations, often water-stressed themselves. We use 150 litres on average for drinking and washing, and the rest comes from water used on imported food and clothes. A meat-based diet uses about 5,000 litres compared to 2,000 for a vegetarian. Out of season vegetables and salad come from Spain, which has a water crisis (use in Almeria is now four or five times annual rainfall in the region). Tomatoes come from Morocco. By comparison, people in poor countries use around 1,000 litres of virtual water a day on average.
 (L: And see New Scientist review of water).

Political rowing in Baghdad slows IOCs return to Iraq and threatens production expansion. The Arab majority and the Kurdish minority are at odds over the detail of the short-term technical agreements the oil ministry wants to sign with foreign oil companies, much less the coveted longer-term production contracts. The lengths of the short-term contracts have been reduced from two to one years, and no preference is given for the longer-term contracts beyond. Anadarko, the US independent, has already walked away. Shell still operating by proxy from outside the country, but Eni has sent its head of exploration and production on a quick tour. Production is on 2.4mbd and the extra 500k a day the oil ministry hopes for as a result of the short-term contracts is now not looking likely.
 

21.8.08.
Kazakhstan considers diverting oil exports from the BTC pipeline to Russia, Turkish Daily reports. The future of the Baku-Tbilisi-Ceyhan pipeline now hangs in the balance, so a high level Kazakh official told Turkish business daily Referans. Security concerns in the Caucasus are apparently the reason.
 


Ex-BP executive posits the falling oil price is the lull before the storm. Spare production capacity – the main signal to investors, Nick Butler reasons - is increasing because demand levels are down (it looks like 500,000 barrels a day by year end) and production is lifting, with new projects coming onstream in the next months (Khuransaniyah, and offshore fields in Nigeria and Angola. Spare capacity had dropped to not much more than 1 mbd but is now 1.8 and could rise to 3mbd by next spring. (3 mbd was the average through the 1990s). None of this affects the fundamentals though, which amount to dependence on Russia, Saudi Arabia, and a few other producers.

UK gas price soars 14% after a North Sea leak threatens winter supply. Statoil Hydro has discovered a leak between the Kvitebjoern field and the onshore processing plant, and says the pipeline could remain shut until spring. 5% of Norway’s gas passes through it. Gas began the day at 90.75p per therm and ended it at 104p.


New York mayor plans to get his city on track for renewable-energy independence. Michael Bloomberg wants wind and solar on every suitable building and bridge, and wind and wave power along the coastlines and offshore, generating 10% of the city’s power within a decade. Bloomberg says he is determined to make NY the number 1 city in America for clean power.


Investment boom in smart grid technology eases way for renewables and obviates coal. There have been at least seven venture capital deals so far this year in technologies for applying IT to power grid monitoring and management, the latest with Trilliant, a Silicon Valley firm. Smart grid technology replaces grid technology based on 19th century ideas, and helps integrate embedded generation. US regulators estimate that a 5% improvement in the efficiency of power grids would remove the need for 42 large coal-fired power plants.

World’s first third-generation nuclear reactor is now €1bn (almost €1.5bn) over budget and 2 years late. meanwhile, the Finnish nuclear safety authority has found no evidence of transgressions in quality or safety, after an enquiry following allegations made by Greenpeace.
 

Falling sales and junk-bond status force rapid change on US carmakers not to mention threat of bankruptcy, with Chrysler the most vulnerable because of its slowness in retreating from SUVs and pick-ups when the demand began to sag in 2004. The three companies together employ half a million people around the world. Then there are all the service companies, where hundreds of thousands more work. GM, which has put its Hummer division up for sale, is burning cash at more than $1bn a month. Its reserves were $21bn at the end of June.

22.8.08. 
Shareholders in Freddie Mac and Fanny Mae will probably be wiped out, Buffett tells CNBC. The US economy has little prospect of picking up before next year, he adds. Meanwhile analysts are saying the UK is already in recession, after the latest figures. The government-firms Freddie and Fanny own or guarantee $5.3 trillion of US mortgages. The institutions are too big to be allowed to fail, and to prop them up the US government has agreed to guarantee the whole. (Note: they operate a secondary mortgage market by buying mortgages from lenders, packaging them up, and selling them on to financial institutions on a global basis. The whole financial system is thereby under threat. F&F lost $14 bn last year.

23.8.08. 
UK PM Brown faces revolt over energy windfall tax. Two thirds of voters support a levy on oil and gas company profits, a poll shows. 57% of Tory voters are in favour. Many MPs are in favour too. Oil and Gas UK points out that the companies paid £8bn in tax last year and is expected to pay £16bn this year. 

Shale gas sparks talk of a drilling boom and reversal of gas decline in the US. Exploration of shale formations is just beginning, both in the US and elsewhere. Some hold considerable quantities of gas, which drilling techniques are only now opening up. Horizontal drilling is used and water is pumped into the shale to fracture the rock. A US Geological Survey paper presented to the International Geological Congress (13th August) is very upbeat on prospects but notes that drilling the first major deposit in the US will take a festoon of thousands of wells to drill each deposit. CERA, no less, are saying the jury is still out. But US gas production is up 9% this year, and most of that is coming from shale. The Barnett Shale near Forth Worth has been producing for a few years.

Psychologists tell American Psychological Association that instant feedback energy meters are vital in triggering can-do attitudes in people when it comes to climate-change action. “People need to see their actions have effects that are local, immediate and concrete,” Paul Stern of the US National Research Council tells the APA meeting.

26.8.08. 
Japan plans to build hundreds of quick-recharge stations before plug-in hybrids enter the market next year. Japanese drivers will be the first in the world to be offered plug-in cars by the major carmakers: in 2009 by Mitsubishi Motors and Subaru and 2010 by Toyota and Renault-Nissan. Tokyo Electric Power (TEPCO) says it has developed a device that recharges enough of the battery in 5 minutes to allow a 40 km drive. 10 minutes gives 60km. The device costs $36,500 and will be installed in supermarkets and other public places. The government, aiming for half of all new car sales to be electric by 2020, is doing its bit: offering discounts to EV drivers on parking, loans, insurance and other things.

Germany reconsiders its nuclear phase out as gas supply worries grow. The 2002 decision to phase nuclear out is now under pressure from many in the CDU, and last month, for the first time, a majority opinion poll favoured extending the lives of the 17 nuclear plants. RWE has come up with an incentive: the longer-lived plants have paid off capital and are running at huge profit. Intention is to give some of it back to customers in lower prices for electricity, and investments in energy-efficiency and renewables. Note: the next general election is in September 2009. If the anti-nuclear forces win, 7GW will come out of commission in the lifetime of that parliament, and the retreat would become irreversible.

28.8.08. 
Merril Lynch’s losses in 18 months are a quarter of the profits it made over 36 years. FT number crunching shows the bank’s losses have totalled $14bn during the credit crisis, and it has written down $52bn on its balance sheet.
Chinese government halts CTL projects, saying it needs to conserve coal for power generation. The National Development and Reform Commission issues a decree, according to statement on the Ningxia Provincial Development and Reform Commission’s website, announcing that all projects must stop except Shenhua’s plants in Inner Mongolia and Ningxia. Sasol confirms it is dropping one of the two projects it has underway in its joint venture with Shenhua. China is struggling through a sixth year of power shortages because of insufficient coal supplies. Coal shortages caused the mothballing of almost 3 percent of China’s coal-fired generating capacity in July, according to the State Grid Corporation of China.
 
UK Coal invests to lift output, but CEO says new coal mines are unlikely. £55m is going to each of its two collieries in Nottinghamshire and West Yorkshire, but CEO Jon Lloyd says “to start from scratch, to drive shafts would cost about £1bn and take eight or nine years – even if you find the who know how to drive shafts any more.”

Catalan government accuses Spanish generators of putting profit before nuclear safety. 25 of 47 reported incidents in Spain’s six nuclear plants have been in Catalonia. The problems began, according to the government, when Iberdrola and Endesa started to subcontract maintenance, as a route to lower sosts, in 2002. The Spanish government has vowed to gradually replace the six plants (and 20% national electricity) with renewables.

Chinese race for nuclear power means skills shortage could threaten the small UK programme. The Economic Research Council points out that China has 7 plants under construction, 24 planned and 76 proposed.  France, by contrast, has 1, 0 and 1. Realising just part of this, much less plans in India (6,10,9) and Russia (1,10 and 15) would risking forcing the few companies capable in principle of building nuclear plants - Areva, GE, Westinghouse (owned by Toshiba) and Atomic Energy of Canada – to drop any focus on the slim pickings in the UK.
 
29.8.08.
Last two UK energy companies raise prices, by up to 34%. Average UK bills are now in the £1,200 to £1,300 range. Calls for a windfall tax grow, but the government is reluctant, because it wants the companies to have enough cash for their nuclear investments. Note Good Energy situation: 21.8.08. Good Energy situation: From Oct 06 to Oct 07 the cost of wholesale electricity hovered around £40 per MWh before soaring to c £90 per MWh in Jul 07. Renewable electricity is sold on the open electricity market, alongside electricity from gas an coal, meaning that the price of wholesale renewable electricity is governed by the oil price. GE’s wind farm at Delabole helps cut the over cost of its electricity, and GE expects the price of wholesale electricity to become less sensitive to oil price as more RE enters the mix. The unit rate is 16.26 per kWh as of today.
 
Republican Convention attendees chant “drill, baby, drill” at Sarah Palin after she tells them Alska has lots of oil and gas.
30.8.08. 
Oil production by the Big Five IOCs declined 614,000 barrels a day in last quarter, as oil production falls at all the companies despite a collective $44bn profits. This was the steepest decline of five consecutive quarters. By contrast, global demand is expected to rise 800,000 barrels a day this year. Goldman Sachs analyst Arjun Murti: “There is still a lot of oil to develop out there, which is why we don’t call this geological peak oil, especially in places like Venezuela, Russia, Iran and Iraq. What we have now is geopolitical peak oil.” Note: Collective profits of Exxon, Shell, BP, Chevron and ConocoPhillips have gone up from c. $20bn a quarter in 2004 to >$35bn 1st quarter 2008 and $40 bn 2nd quarter. 1994 collective Big Five exploration budget has gone down from 16% in 1994 to 7% in 2007. Share buybacks have risen from 4% to 37% in the same period. How the Big Five spent their collective $155bn outlay in 2007, according to SEC filings and the James Baker Institute for Public Policy: 37% share buybacks, 36% development, 22% dividends, 7% exploration and 2% property acquisition.

Gordon Brown rages against “Russia’s naked aggression”, and says UK will stand up to it by “rapidly build(ing) relationships with other producers of oil and gas.” And “looking to replace our ageing nuclear power plants,” of course. All this because “the UK will go from being 80% self sufficient to having to import almost two thirds of our gas and more than half our oil by 2020”

Foreign owners of UK energy companies scupper Brown plan for a £1bn windfall tax. Centrica and SSE, the last two domestically owned companies, were apparently willing to sign the deal, which would have involved them buying more allowances under the EETS. But Eon and the test feared they would set precedents for Europe. The companies say they need to invest £100bn in renewables by 2020 if the government is to hit its 15% target. Ofgem says they have invested £14bn in gas-fired plant and renewables since 1990, by contrast. Ofgem also says they stand to make a £11bn profit on EETS over the next 4 years. Note how: They receive the permits for free (except for 7% sold at auction), but reason that if they don’t sell them (but use to continue polluting) they forego an “opportunity cost”, which they pass on consumers ….an estimated average of an extra £31 on every bill!

1.9.08.
UK coal demand, and industry, grows for first time since privatisation in the mid 1990s. Production peaked in the 1950s, when almost 1,000 mines yielded 200m tonnes a year. In 2007, just 52 mines produced 16.3 mt. The price in 2006 was under $70 a tonne. In 2008 it has touched 220.


Algal biomass moves to commercial-scale production with more than $100m of new investments. Solazyme, which grows algae in stainless steel tanks, fed by industrial waste, alone raised $45m in venture capital. 


Fifth EPIA-Greenpeace PV market forecast shows 13.8% of global electricity from PV by 2030. This would entail 1,864 GW of cumulative installed capacity (it was 9 GW as of end 2007), and electricity production of 2,646 TWh per year by more than a billion grid-connected consumers and more than 3 billion off-grid consumers. With more than 280 GW being installed per year by 2030 (around 60% grid-connected), the employment potential would be 10 million, mostly in services and marketing, and the industry would be worth approaching € half a trillion. The cost of the electricity would be 7-13 € cents per kWh depending on location, and almost 9 billion tonnes of CO2 would have been saved over the period, and 1.6 billion per year in 2030.
 (L) Note: the four previous forecast have undershot reality, and this too appears conservative, according to an EPIA announcement just two days later (see blow). The scenario has only 2-3% of European electricity from PV by 2020, and assumed major energy efficiency investments are needed to get the contribution into double figures. 

Sustainable investing marches on into the mainstream. Rich individuals are a key lead driver, the European Social Investment Forum reports. The Eurosif survey records more than €half a trillion of rich people’s money in SI in 2007 and forecasts a doubling to more than a trillion by 2012. “Successful entrepreneurs of today are not the industrialists of yesterday,” one respondent to the survey points out. “They are younger and more interested in sustainable investments.”
 The Cowan versus Scargill ruling in 1985 set the legal course for pension funds only to invest with best returns in mind, rather than taking any ethical stance. This view was challenged by Freshfield Bruckhaus Deringer in 2005, in a report on behalf of the UN arguing that failing to take ethical issues into account might constitute a breach of fiduciary duties. This opinion has not been tested in court yet, but funds are increasingly getting round it using positive engagement with companies, and decisions to screen out those with unappealing climate liabilities.
 


UNEP study shows that the PV industry is much more labour intensive than the fossil industries. Renewable power creates more jobs per unit of power, per unit of installed capacity and per dollar invested than conventional power generation. Public transport generates more jobs than vehicular manufacturing and use. Every MW of PV capacity creates 7-11 jobs, compared to 3 for every MW of wind power and 1 to every MW of coal and gas-fired generation. Out of at least 2.3 million employed in the global renewables industry in 2006, some 794,000 were employed in the solar industry (about 624,000 in solar thermal and about 170,000 in PV 40,000 of them in Germany). German renewables-industry employment grew to 260,000 in less than ten years. The global market for environmental goods and services is worth £1,300bn per year ($1.3 trillion, sic), half in energy efficiency.
 (L) According to Photon, $50bn of it is PV. More detail in report.

UNEP study showcases most ambitious energy-efficiency retrofit programme in buildings.  This is the sector with the greatest potential to reduce greenhouse-gas emissions in the years ahead. In Germany, a partnership between government, building industry, trade unions and NGOs deployed $5.2bn of public subsidies between 2001 -2006 retrofitting 342,000 apartments with a variety of energy saving techniques. The $5.2bn stimulated a total investment of $20.9bn, creating 140,000 jobs and reducing annual emissions from buildings by 2%. The government recouped $4bn of the $5.2bn through tax and the reduced need for unemployment benefit.


Discovery rate continues to fall in the North Sea. In 2006 there were 12 oil discoveries totalling 500mb. In 2007 there were 13, totalling 400 mb (average 30 mb), according to the latest UK Oil figures.
 (L)


Former Bear Stearns CEO seems to admit he didn’t understand mortgage-backed securities. In his first interview since the bank collapsed, Jimmy Cayne says he did not know what to do when his firm’s assets devalued. “It was not knowing what to do. It’s not being able to make a definitive decision one way or the other, because I just couldn’t tell you what was going to happen. …When you know that you have worked your ass off and you’re not smart enough to know the answer, that’s tough.” Cayne staked a 22 year old who had never managed money before to start a hedge fund. Stearns claims he didn’t know Bear was in trouble until two weeks before the announced, in June 2007, that it would need to stake $3.2bn to try and bail out the hedge fund. In June 2008 the 22 year old was indicted for conspiracy and fraud.

2.9.08.
Kingsnorth activists use prevention of loss of life from climate change as defence as they go on trial for causing £30,000 damage to a tower on the power plant (by painting “Gordon” on it. They were unable to complete the “bin it” part). This is the first time such a defence has been heard in a UK court.

3.9.08.
Oil company profits fall despite rising oil price, study shows. IHS Herrold, a research firm, and Harrison Lovegrove, a corporate finance firm, study 232 oil companies and find no collective increase of reserves (down 1.5%) and only a slight increase in production (1.3%). Profits fell 3.5% to 19% in 2007 compared to 2006 as costs rise. Capital expenditure was 342bn up from $179bn in 2003.

TNK-BP oligarchs get their way on all four demands as CEO Dudley departs under “peace” deal. A new Russian-speaking CEO will be appointed. The 50-50 structure of the partnership stays in place, but 20% of the company will be floated. the new board will have eleven directors, four from each side and three independents. the two Russian shareholder managers, Viktor Vekelsberg and German Khan, will stay on the management board.


Falling oil means many collapsing hedge funds. As many as 679 hedge funds may have been liquidated this year against 987 launched, Hedge Fund Research calculates. Oil has lost 40% of its price increase this year, and now sits just above $105.


US environmentalists are halting a wave of new American coal power plants. Four years ago, the Bush administration drew up plans that included 150 new coal plants, together capable of emitting around 1 bn tonnes of CO2 annually. Today just 14 have been developed, and even they are under legal attack. Plants have been forced out of court in at least 30 states. Six have issued moratoria: California, Washington, Oregon and the conservative states of Florida, Idaho and Kansas. This is a huge and largely quiet, locally based, victory for environmentalists.


Huge greenhouses twinned with concentrating solar power make cropland without wells. As the name implies, the Sahara Forest Project is designed to produce energy plus strips of fertile land. Solar farms run seawater evaporators and pump damp, cool air through the greenhouses. The water vapour is condensed at the far end of each greenhouse, and used to irrigate crops in the immediate vicinity. Demonstration projects are up and running in Tenerife, Oman, and the UAE. The designers contend that virtually any vegetable can be grown in the conditions generated. Nutrients come from local seaweed, or the sea water.


Tesco boss Terry Leahy sets out green vision. “If we want long term growth, we must go green.” Every £1 invested in climate change saves our children up to 20. “Failure to act means risking economic and social disruption on the scale of the great wars and economic depression of the last century.” The Tesco strategy is three pronged: green the company, green the suppy chain, and help the customers go green. The aim is to cut emissions from stores and distribution centres 50% by 2020. By end 2008, UK energy use per square foot will be half what it was in 2000. “We are achieving this while Tesco grows. That’s the critical point: the choice is not ‘green or grow’. That is a false choice. You can do both.”


European PV industry says it can contribute 12% of EU electricity by 2020. The European PV Industry Association (EPIA), which has a history of very cautious estimates of industry growth versus real achievement, announces its latest conclusion at a trade fair in Valencia. 420 TWh would need to be generated to hit this target (i.e. a total European electricity market of 3,500 TWh is assumed by 2020). In this calculation, PV is at grid parity in 2010 in Spain, and most countries not long thereafter. PV would be addressing 60-90 percent of the market.
 (L)
4.9.08. 
Nabucco pipeline backers insist it is still on track. The €7.9bn project, backed by six nations, is due to begin construction in 2010 and ship gas 3 years later, from Azerbaijan, where new gas fields are due onstream then. Note: Russia ships 147.5 bcm in 2007, 50% of European imports. Norway shipped 86.1. The UK market, Europe’s largest, was 91.4 bcm.
 

6.9.08. 
The government has a £1bn windfall as a result of the Non-Fossil Fuel Obligation, a scheme set up in the 1980s to support renewables, guaranteeing a fixed price for renewable electricity for 15 years. So the Guardian reveals. The NFFO ran at a loss at the beginning, but higher prices now mean the government is quids in – to the tune of £7 for every household in the UK. The Tories call it a “stealth tax.” This could go to help pensioners, as could some of the £257m paid by UK energy companies to shareholders last year.

7.9.08.
US government takes control of Fannie and Freddie in the world’s biggest financial bail out to date. Together the two vast institutions have $5.4 trillion in outstanding liabilities, guaranteeing as they do more than half all US mortgages. The government will inject at least $100bn into each of them, will start buying mortgages backed by them, and extend unlimited credit until the end of 2008.
 The official jargon is “conservatorship,” but it is really nationalisation.

True US budget deficit is now over a trillion dollars, if future social security obligations, Medicare, Medicaid, and the cost of the war are put on the balance sheet. Currently they are kept off it: just like a corporation.

8.9.08.
The federal bailout has triggered a massive CDS default, because the taking of control has to be regarded as a bankruptcy in the credit derivatives market. The exact amount of CDS relating to the Freddie and Fannie is not known, but they are widely traded, and the value could be huge. Note: the total value of the entire credit derivatives market is $62 trillion (sixty two trillion). Analysts at Lehman say: “there is likely to be a considerable amount of notional protection outstanding.”


Shell agrees the first oil or gas deal with the Iraqi government since the invasion: a gas deal worth $4bn.  The government meanwhile has written to all oil companies sying it has abandoned its idea of awarding short-term technical support contracts. It will go straight to the big game of the longer-term development contracts. Shell’s deal involves the 700mcf of gas flared from oil operations in the south: around enough to power the entire country.

9.9.08.
Brown and Obama not “seizing the social democratic moment” by pinning the crisis on the right. The crisis was born in the lassez faire policies of conservative and Republican governments. Not to make this clear is “dumb politics,” Larry Elliot says.

US housing crisis spreads to prime loans. 6.4% of all loans are overdue by 30 days or more, a quarter of them prime loans. US house prices have been falling for three years, down by 25-30%.
 
UK lags behind in gas storage boom. Germany and France can store 20% of annual consumption compared to the UK’s 4% (90% of it at Rough, a gas field with 100 bcf capacity controlled, and Hornsea, a salt cavern controlled by SSE). Yet the UK is forecast to import 80% of consumption by 2015. A boom is underway in siitable sites, with more than a dozen projects in preparation. Eni has paid over the odds for an acreage of good storage in the southern North Sea.
 

10.9.08. 
US oil regulators accept ski holidays, cocaine and sex from the companies they regulate, an says US inspector general. The Mineral Management Service has “a culture of substance abuse and promiscuity,” the inspector general, Earl Devaney, writes in a memo to the Interior Secretary. He is investigating royalties-in-kind payments by companies to government, where oil companies are allowed to pay royalties instead of tax: a $10bn a year source of revenue to government. 55 staff at the MMS office in Denver admit to accepting cash and gifts over 4 years to 2006 from companies including Shell and Chevron.


Brazil may completely nationalise its offshore oil. The recent finds, which Tony Hayward says are as significant as the North Sea, may be given to a new national oil company 100% owned by the government. Petrobras is controlled by the state via voting stock, but most capital is in non-voting shares held by foreign entities who would lose out under the proposals. 16 probes into the pre-salt layers so far have all found oil, but costs are rising hugely.
11.9.08. 
Holders of Freddie and Fannie credit default swaps face up to $25bn losses. Up to $500bn of credit derivatives in default – the latest estimates of dealers and analysts - could yield only 95c in the dollar, leaving the banks and insurance companies that hold them facing a bill of up to $50bn.
Falling oil price puts oil development projects at risk. Total says that some its most expensive projects are close to no longer being viable. Deep water projects off Angola need $90 a barrel to hit a 12.5% IRR. Tar sands projects need $90.
 

UK government’s much-discussed energy efficiency package is announced at last and greeted as “a mouse of a proposal” by back bencher Frank Field. It may insultate only 150,000 extra homes this winter, and energy companies will pass the cost on to consumers, says the Association of Electricity Producers. The programme would involve legislation requiring energy companies to spend some £910m on top of the existing requirement they have to spend £2.8bn over the next three years. It would entail them investing in energy efficiency directly in homes for the first time. The proposals involve offering free cavity wall and loft insulation to those over 70, cash incentives of 50% off all insulation to all households, more grants for central heating and energy efficiency measures for low-income and pensioner households (the Warm Front Programme, where an extra £74m of grants over two years does not restore a £55m cut in the programme last year), cold weather payments (triggered after 7 days), and a freeze on this years bills for the 600,000 poorest households. Backbenchers still want a windfall tax on the energy companies.

Greenpeace activists, arguing climate change as defence, found not guilty of damaging Kingsnorth. Six of them are cleared of criminal damage by a jury at Maidstone Crown Court by majority verdict of a jury of 9 men and 3 women. In a landmark trial, they admitted painting a slogan on the smikestack, but argued that they did it to prevent a greater crime. Jim Hansen gave evidence of the defence. Hundreds more have  pledged to take similar action against expansion of coal: a clear problem for the government.
Brazil may set up a 100% government-owned oil company to exploit its new oil finds, which are “as significant as the North Sea,” says Tony Hayward. Petrobras is currently government-controlled via voting stock, but foreign shareholders hold 60% of non-voting shares. The size of the sub-salt fields is not known. The one measured field is 5-8bb. 16 wells sunk to date have all found oil. Ministers are assuming there is 50-80bb in all. Petrobras thinks it can develop them on its own, but keeping overseas investors at bay may make that a challenge, an analyst says.

12.9.08.
Lehman, under attack, fights to stay afloat. Investors give a thumbs down to a survival plan, and the bank is in a last ditch effort to find a buyer, or buyers. Shares have halved this week.

Polluters will make hundreds of millions from over-allocation of European carbon emission permits. The European Commission has allocated so many permits that they can be sold in volume for cash, a Guardian investigation shows. Take Castle Cement, which makes a quarter of UK cement. They emitted 2.1 mt of CO2 in 2007, but have been awarded 2.9 mt for each of the next 5 years. As many as 200 companies have been overallocated in this way. Only the electricity sector comes up short on allocations, by 70mt.
 Note: A tonne of CO2 currently trades under the EU ETS at €23 (£18), around twice the price charged by offsetting companies. Most analysts think we need €75 to get the scheme working. Over-allocation means we won’t get close.


Hurricane Ike devastates Coastal Louisiana and Texas leaving millions without water and power. Curfew imposed in Houston, fifty miles inland from Galveston, which bore the brunt. 14 refineries are shut, a quarter of US capacity. 

13.9.08.
As the British party conference season gets underway, Labour ponders ever larger deficit. Total government spending this year is £536.35bn. The biggest line items in order of size: NHS £90.7, State pensions £57.6, Schools £41.2, Defence £36.2, Debt interest £29.9.
 (L)

15.9.08.
DAY ONE OF THE 2008 CRASH: Monday 

Lehman goes bankrupt in the early hours, Merrill Lynch folds into Bank of America, and AIG (one of the world's biggest insurers) has asked the fed to pay its bills for failed insurance of credit. The Dow Jones falls its furthest since the day following 9.11. The fed has allowed a big financial institution to go under for the first time. Up to now they have been bailing them out with the peoples' money (Bear Stearns, Fannie Mae, Freddie Mac, and the BoE's bailing out of Northern Rock). On the Today programme a well-known City of London venture capitalist is heard calling for all the bosses of the loss-making banks to be fired on the grounds that the people who presided over the unregulated greed-fest were still mostly in post. 

Global oil exploration investment was flat in 2007, study finds. 232 oil and gas companies studied by HIS Herrold and Harrison Lovegrove invested $402bn, unchanged from 2006. yet revenues were 10% higher, at a collective $931bn, and net income 2% higher at $246bn. Upstream profit margins were lower for the third successive year.

Investors are warned that any assets in the tar sands involve growing carbon risk. The Social Investment Forum organises a meeting in London where lead ethical investors and environmentalists tell investors that there is appreciable “carbon risk” in tar sands projects, wherein Paul Monaghan of the Co-op calls for a moratorium on investment. Assets could become economic as carbon costs rise. Platform argues that tars sands projects produce up to 5 times more CO2 than normal oil projects (80-135 kg per barrel vs 28.6 kg). Shell says only 15% more. Only 2.4% of Shell production comes from tar sands, but more than 9% of reserves.
 A group of US and Canadian investors has written to the SEC urging them not to soften the rules on allowing tar sands to be counted in reserves, and to take carbon into account. They include Calpers and Ceres Power.

Report for government shows major scope for solar on non-domestic buildings in Britain. Consultants Element Energy calculate that 33 GW could be installed with the potential to provide >25 TWh per year on 1.5 million individual sites, if current economics were not a constraint. With a level of subsidy at 5 ROCs per MWh, only around 1GW could be installed by 2020. At a feed-in tariff of 40p per kWh, however, the  potential of all the buildings in the non-domestic sector could be unlocked by 2014, and installation at a constant 5% per annum, 15.4 GW could be installed by 2020. That would provide 12.5 TWh/year of electricity, some 4.8% of the UK 2020 renewable energy target and more than 10% of the renewable electricity target, saving 5.4 million tonnes of CO2 per year.
 (L) Note: But why would the uptake be constant and not accelerating after grid parity? Also: Their figures for “large” systems above 100 kWp are a starting price assumption in 2008 of just £3,858/kWp falling to £2,058/kWp by 2018, then £1,956 in 2019 and £1,855 in 2020 (i.e. less than £2 a watt: at 800 kWh per kW over 25 years, that is 9 pence a kWh in today’s prices!).  The figures for what they describe as “medium” systems of 10-100 kWp are slightly higher. BERR used significantly higher figures in the original renewables consultation document, and on which the very unhelpful comparisons with solar thermal and other technologies were based. 
16.9.08. 
DAY 2: Tuesday 

The Fed lends $85bn to AIG. AIG’s market capitalisation was $173bn a year ago, now it is $7.5bn. Its shares fall 40% in a day. According to some analysts, AIG failing could result in $180bn of losses to other institutions, wiping out half the capital companies have raised to date to deal with the credit crunch. With a trillion dollar balance sheet – much bigger than Lehman - the fed probably dare not let it fail, for fear of a chain reaction of failures. It has little choice but to pump in liquidity. 

Fears grow for HBOS, where £1bn of deposits are withdrawn in what threatens to be a Northern Rock-type run on the bank. HBOS, which has more private shareholders than any other company on the stock market, also suffers a 40% share price fall. A year ago its market capitalisation was $70bn, now it is 22bn. Of a total half year turnover of £6.47bn and profit of £848m before tax, the biggest sector was high street banking with a £2.7bn turnover and a £992m profit. The smallest sector (after corporate banking, international, and insurance investment: all of which were profitable), was Treasury and asset management, with a £384m turnover and …..a £871m loss after a £1bn credit crunch hit. This is a big argument for reinstating the firewall between investment banking and retail erected in the 1930s, and only recently pulled down, if ever there was one. 

Money markets freeze:  Libor soars above 6.4%, the highest for 7 years. Central banks pump $200bn in to the markets, but fail to halt the slide in shares. The Fed keeps interest rates at 2%, causing outbreaks of booing on trading floors. The Liberal Democrats call for the FSA to stop hedge funds shorting banks’ shares. The value of the average UK pension is now down 20% on the beginning of the year.
 


Howard Davies says regulators face just two choices: meltdown or nationalisation. The former head of the FSA, an original architect of light-touch regulation, is asked fresh from a Morgan Stanley board meeting what is going to happen next. In an interview played on the Today Programme, he says either a meltdown or a massive programme of nationalisation of financial institutions.

Oil falls >$5 in a day to $90 but Houston filling stations charge an unprecedented $5 in the wake of Hurricane Ike. Power supplies are expected to be out for several weeks in some parts of the city. The White House has released more than a million barrels from the Strategic Petroleum Reserve. Virtually all the Gulf production, some 20% of the US has been down since Hurricane Gustav (1 September). Ike hit on 13th, and around 20% of US refining capacity has been shut since.


Brussels squares up to Gazprom in Nigeria with their own bid for the Trans-Sahara pipeline. EU officials offer the Nigerian government financing for feasibility studies, the prospect of EIB financing, and political support for the $15bn pipeline idea (through Niger and Algeria to the Med: projected capacity 20-30 bcm a year. Europe’s current 300 bcm of gas consumption is expected to double by 2030. Meanwhile, violence escalates in the delta, where security sources tell Reuters 100 have died in an assault on a militant camp. The main rebel group declared an oil war last week.
  


Eon cuts 400 jobs in energy services. The reason is apparently the downturn in the property market. This is nearly 10% of the 4,400 staff in energy services.


NGO report warns that tar-sands investment could be as toxic as sub-prime mortgages. The dangers are twofold, Greenpeace and Platform argue. The oil price could fall below the level needed to generate profit against the industry’s rocketing costs, and assets could be stranded as evolving politics bans or limits production. 30% of Shell’s reserves are in tar sands. More than $125bn is due to be invested by 2015.

17.9.08. 
DAY 3: Wednesday


Panic grips the credit markets and Lloyds pulls HBOS bank from the brink with a £12bn merger, creating the UK’s biggest bank with a mortgage loan book of £335bn: 28% of the market, and links to 40% of all UK homes, if savings and credit card accounts are included.
 Such a mega-deal would never be allowed under normal merger rules. The rulebook, however, is being ripped up, and still the global panic builds. Lending between US and European banks has effectively stopped. Lloyds TSB market value a year ago was £30bn, now it is £16bn. HBOS market value a year ago was £32bn, now 7.75bn.
Morgan Stanley and Goldman Sachs shares plummet as they too come under fire from speculators. Wall Street’s last surviving standalone investment banks face record costs for insurance against financial default. Yields on US Treasuries were at their lowest level since the war as investors flooded into them (0.02% on 3 month bills). The SEC curbs short-selling. 
The two Russian stock exchange are suspended as oil price falls and nerves about stocks spreads. The Russian finance ministry pumps $60bn into Russia’s three biggest banks, to prop up liquidity (including Gazprombank). The crisis threatens a re-run of the 1998 crash, when the rouble was devalued, banks defaulted on loans, and many peoples’ savings were obliterated. Note: the economy is much stronger today. Russia has the third largest financial reserves and receipts of some $850m a day from oil and gas exports.

Calls for drastic regulatory action grow. FT columnist Martin Wolf argues that “greater regulation is, alas, inescapable, even if doomed to be imperfect.”
 John Kay argues that the politicians don’t know enough to regulate effectively. David Cameron has come out in favour of not “overreacting.”
Nigerian militants say they will carry their fight to offshore oil fields for the first time. The Movement for the Emancipation of the Niger Delta (Mend) have been responsible for bombings that have cut a fifth of Nigeria’s oil output lately. 
18.9.08.
DAY 4: Thursday
US government discusses giant vehicle to take on the toxic mortgage debt on bank balance sheets, paid for by the taxpayer. 

Brown pledges to “clean up the City”, and short selling is banned for three months. (This is on Thursday 18th. If he had done that on Monday, he could have saved HBOS). The world’s leading central banks have poured $550bn in extra liquidity into money markets this week, $180 in the latest injection yesterday. The UK national debt now stands at £632.7bn, which is bigger then annual national spending. In Russia, the stockmarkets remain closed for a second day. 
Standard and Poor’s says the worst is yet to come: banks will suffer a second wave of losses over the next few months. Homes in some US states are 50% down in price, and as prices fall S&P says credit crunch losses could rise as high as $500bn. (Up from their earlier estimate of $250bn). 

The Co-operative takes out full page ads announcing “We’ve put £1m into solar power for schools. How’s that for a bright idea?” The smaller print talks about how “we aim to be good for everyone” – the mission message - by using solar: on the insurance head office, on 100 schools already, and soon 100 more. “We hope that, as well as producing clean electricity, the Green Energy for Schools scheme will also produce more enlightened children.” There is no overt appeal to bank with them, or take out insurance policies.

19.9.08.
DAY 5: Friday

US government steps in to take create a “bad bank”, and shares soar back almost to their Monday values. The US government does three things. First and most relief-inducing, it says it will put the toxic debts into a vehicle like the Resolution Trust Corporation, which ran from 1989 to 2005 to tidy up the mess after savings-and-loan associations imploded. To get the approval of leaders in Congress, the Treasury, SEC and Fed have to agree to deep-rooted reform. The plan will cost the taxpayer “hundreds of billions of dollars,” or as Bush puts it, it will put “a significant amount of taxpayers money on the line.” Second, the government will also extend a blanket federal insurance guarantee to the usually ultra-safe money-market mutual funds, which hold $3.4 trillion giving almost cast-iron returns, but one of which wobbled this week. Third, like London, Washington has ruled short sellers out of bounds: 800 stocks are to be protected from them, the SEC says, though only for a short period. So the chairman of the Federal Reserve, Ben Bernanke, and the Treasury Secretary, Hank Poulsen – a former Goldman Sachs Master of the Universe – “have done more for socialism in the past seven days than anybody since Marx and Engels,” according to Larry Elliot. Supernanny has now arrived and the greedy child that is big finance “is going to have to spend a long spell on the naughty step.” 

Russian stocks soar too, but trade on the exchanges has to be stopped once again, after further volatility. The Kremlin has pumped nearly $60bn into the Russian money markets. 

Analysts worry that the ultimate cost of socialising the toxic risk is unknowable. The “several hundred billions is only an upfront start. If toxic assets are transferred at market value, the capital hole in the financial system could be as much as half a trillion dollars. There is also risk that the “bad bank” will prove un-negotiable.
 Investors are beginning to fear that the fed has dealt with liquidity, but that this is only half the problem: the other half is that the banks don’t have enough capital to cope with credit losses. They fear banks will no longer be able to raise capital from private sources.
 Note: The total US mortgage pool is $12,000bn.

Nick Leeson, the man who brought down Barings, wonders who will go to jail this time. Risk management, which has been the mantra in banks since his escapades in 1995, “is clearly an oxymoron.” He spent six and a half years in a Singaporean jail. “Who is going to go after the reckless individuals responsible for this financial catastrophe?” he asks. “Apparently no one.”

20.9.08.
DAY 6: Saturday
The mood is changing fundamentally: conservative organs call for tight regulation, and trust is shot. Many had suspected a bank might fall, others would have to be rescued, a massive federal bailout might ultimately be needed, and draconian regulation would result from the credit crunch. As a review in the FT puts it, “no one thought they would occur on the same week.” Stagflation is rearing its ugly head. The Daily Express, a conservative paper, screamed in its midweek headline: “Don’t let the spivs destroy Britain.” Let as see the Conservatives eschew regulation in the face of this. Brown has seized on his “ability” to “clean up the city” as a way to revive his political fortunes. And as for the business world itself, as a sacked Lehman employee wrote in the Guardian: “My belief in the firm never faltered. ….Bear Stearns had lacked liquidity, and had been punished for it. I knew that was never going to be an issue for us – management told us so repeatedly.”

Sub-prime mortgage lender says he is little better than a mid-rank drug dealer. Richard Bitner, now retired to a Dalls suberb with his loot, has written a confessional book. His view: “I almost look at the mortgage industry like the drug trade. Wall Street and the investment banks are the Columbian drug lords.” He himself was the guy on the street going to the consumer. “The industry lost its mind. It went from borderline stupid to downright insane.”

21.9.08. 
DAY 7: Sunday
Poulsen calls on other nations to follow the US’s example in setting up bad banks. The horsetrading starts in Washington while Congress builds up to a vote this week on what is now a $700bn fund to buy toxic assets, meaning that the US is heading for the first trillion-dollar deficit in history. 

Call echoed in the UK for the government to act as decisively as the US has done. The BoE’s Special Liquidity scheme, which allows banks to exchange some of their securitized assets for cash under penal terms (£100bn has been swapped, almost unreported), is nowhere near strong enough to stop the probable rot, and only extends out to January 2009. Britain, says Will Hutton, “remains on the edge of the precipice,” and needs to act like the US has done.
 Thought: how many financiers, must less regulators, even less financial journalists, understand the esoteric details of how all the debt has been packaged up into securities (i.e. the process of securitisation that is at the root of all the problems)?

22.9.08. 
DAY 8: Monday

Fears emerge on the US bailout, the dollar, plummets, and stocks tumble.  The Fed says minorities can now own 33% of a bank, up from max 25%. 
Morgan Stanley and Goldman Sachs, the last independent investment banks, give up that status voluntarily as their shares come under pressure. They will now accept normal deposits, and so qualify for the safety blanket of access to the Fed’s liquidity system. This really is the end of an era. Regulators are highly unlikely to allow these temples of leverage such licence again. Other countries still say they see no need for special funds for distressed assets. 

New York State says it will both investigate and regulate the $62 trillion derivatives market. It will be seeking sworn statements from financiers as it investigates the role of derivatives in market speculation.

Oil price jumps $25 in a day ($130 at the high point), the largest ever rise, as investors betting on a low oil price were forced to cover their positions before a big crop of futures contracts expire in October. Otherwise they would have had to take physical delivery of the oil. 

Shell, first oil major to sign a deal with the Iraqi government, opens an office in Baghdad. Its first deal will be to use gas currently flared in southern Iraq, where 700 mcf are wasted every day at present, the equivalent of 130,000 barrels of oil.

German government supports an almost total exemption for its industry from carbon trading, threatening the viability of the European emissions trading scheme. Poland and Italy are playing the same game. 

23.9.08. 
DAY 9: Tuesday

Warren Buffett invests $5bn in Goldman Sachs, on terms they would once have found humiliating. He will get an annual dividend of $500m, ie Goldman is paying 10%.

US Senate approves bill providing $17bn in tax credits for renewables, paid for by higher taxes on oil industry. This was the ninth attempt, and Democrats had to agree to drop a quarter-century old ban on drilling on the east and west US coasts.

Azerbaijan increases oil shipments to Russia, and cuts use of trans Caucasus oil pipelines, in a move guaranteed to worry the west. It also starts selling crude to Ian. An official of the state oil company, Socar, says it is a bad idea to have all eggs in one basket. Azerbaijan has not condemned the Russian action in Georgia. Azerbaijan’s president was in Moscow for talks with Medvedev last week.


Al Gore calls for civil disobedience to stop coal plants. Speaking at the Clinton Global Initiative, he says: “I believe we have reached the stage where it is time for civil disobedience to prevent the construction of new coal plants that do not have carbon capture and sequestration.” He receives prolonged applause. 28 plants are under construction in the US and 20 are close to starting, or have permits.


Scientists find “methane chimneys” in the Arctic, raising fears of runaway warming. Scientists aboard the Jacob Smirnitski, surveying the East Siberian Sea and the Laptev Sea, find an area of intense methane release, and other areas of dissolved methane in seawater. For the first time they have found a field of methane release where the bubbles are so intense as to form a continuous column- a chimney, as they call it - rising to the sea surface. They fear the permafrost is perforating in an area where the stored methane, a greenhouse gas twenty times as potent as carbon dioxide, contains more carbon than all coal reserves. Igor Semiletov of the Far-Eastern branch of the Russian Academy of Sciences has led 10 expeditions to the area since 1994, but did not detect elevated levels of methane until 2003, since when he has observed a rising number of hotspots. “Nobody knows how many such areas exist on the extensive East Siberian continental shelves,” says Dr Orjan Gustaffson of Stockholm University, by e-mail from the ship. The problem is the 4 degrees C rise in average temperatures in the Arctic region over the last few decades, and the warmer water being released by Siberia’s rivers as the land warms.

24.9.08. 
DAY 10: Wednesday

Credit markets seize up again as fears grow for bail-out plan. US money market funds (with trillions of dollars of assets) lead a stampede out of the interbank market into government debt. Warren Buffett urges Congress to act, or face “an economic pearl harbour.”


A hedge fund pleads with the FSA to stop other hedge funds shorting its shares. The Man Group is the only one failing to see the irony. Note: the FSA ban on shorting applies only to banks and insurance companies.

Federal investigators widen their inquiry into the subprime collapse. Fanny, Freddie, Leham and AIG are all to be investigated by the FBI. Officials say they will be looking for lawbreaking.

Oil price drops to $105 despite evidence that a third of US refinery capacity has been knocked out by hurricanes.


EDF buys British Energy for £12.5bn and puts 4 UK nuclear sites up for sale. It plans to build four reactors on two sites, two on each of Hinkley Point and Sizewell. Dungeness, Bradwell, Heysham and Wylfa are for sale. Westinghouse is likely to build four to six reactors on them, an industry source tells the FT. 

World’s first commercial-scale wave power station inaugurated in Portugal. Currently the Agucadoura plant comprises three 140m long 700 tonne Pelamis machines generating 2.25 MW at peak. A further 25 machines will added, giving a total of 21 MW, saving 60,000 tonnes of CO2 a year.

25.9.08.
DAY 11: Thursday 
Conservative Republicans, stirred up by John McCain, oppose Paulson’s plan. Phrases such as “financial socialism,” “un-American”, and “un-Republican” are bandied about. Some democrats also oppose the bill. The Democratic chairman of the Senate Banking Committee, Chris Dodd, says it places the constitution at risk. In a rancorous meeting bringing together Bush, McCain, Obama and lawmakers from both parties, the plan goes backwards. Paulson goes down on one knee to House speaker Nancy Pelosi, begging for his deal to be approved. But his original deal would have propped the system up as it is. There are six problem areas: no share for the public in the banks’ capital base despite use of public funds (i.e no partial nationalisation); no oversight (Paulson and Bush seem to want carte blanche); no constraints on executive pay and bonuses in the future (much less past or present); no protection for taxpayers money; help for bankers but none for homeowners (who could, for example, be given modified mortgage terms so they have a chance of keeping homes); and the difficulty of fixing a fair price for the toxic assets. Paulson stresses the liquidity problem, but others are saying the issue is one of insolvency: too little capital. The public money - $8,000 from every family - could be completely wasted if so. The final cost of the Troubled Asset Relief Programme could be $1.4 trillion, or up to 10% of US GDP, according to some estimates.

Libor rate rises to 6.27% as banks put £6bn in a low-interest Bank of England facility rather than lend to each other even for a short time.

Incredibly, investment banks continue to earmark huge bonus pools for star “risk takers”, even now. Morgan Stanley has accrued over $10bn for the year to date. Goldman Sachs’s is over $11bn to end August. The Lehman pool was $2.5bn, and the bonuses are still expected to be paid, notwithstanding the $6.6bn overall loss by the bank to date in 2008. The Lehman CEO trousered $40m last year in total remuneration.

The Archbishop of York calls hedge fund managers “bank robbers and asset strippers.” The term “speculators” is being used many times in media coverage, to the anger of hedge fund managers.

First mandatory US inter-state carbon trading opens as carbon permits to power plants are auctioned. The scheme, known as Reggie (the Regional Greenhouse Gas Initiative), will limit the CO2 emitted by 233 power plants and factories in 10 north-eastern states between 2009-11. Critics say too many permits have been allocated. 
26.9.08. 
DAY 12 Friday

Biggest US bank failure ever: Washington Mutual files for bankruptcy. The 119 year-old institution has $9bn in debts. (Lehman had $613bn, the largest bankrupcty ever). Its shares had fallen 98% over the last year.

Cracks begin to appear in the French nuclear consensus. The government report on radioactivity of groundwater under France’s reactors is due next month. Areva has promised to shift the military dump that may have been responsible for the older radioactivity found in water below Tricastin after 75 kg of untreated uranium leaked in July. Polls show that although two thirds do not think there should be a reduction of nuclear power, 49% of those under 35 believe the share should be reduced because of the dangers involved. The independent nuclear inspectorate created two years ago posts all nuclear incidents on its website ….and there are 800 a year. Says an official: “people are beginning to realise that incidents are frequent.”

http://www.ft.com/cms/s/0/af47d33a-8b63-11dd-b634-0000779fd18c.html
27.9.08
DAY 13 
FT editorial sings praises of free markets: “a flawed but precious mechanism,” arguing that notwitstanding a clear need for regulation, “Congress has become distracted by the  desire to clip Wall Street’s wings.” “Remember what open markets have achieved, and what lies in wait for societies that suppress them.” “….No better alternative has ever presented itself.”
 

New Scientist concludes the “quant” models used by Wall Street whiz kids don’t work, and have bamboozled regulators. Their statistical models were blind to certain risks, and quite probably the real situation can’t be modelled mathematically. Note: Some estimates show the banking industry has lost more money in the credit crunch than it has made in its entire history.

28.908. 
DAY 14
Hedge funds are in trouble everywhere, with one third of all 10,000 predicted to fail. The $2tn industry is heading for a massive contraction as leverage fails them, according to the largest allocator to hedge funds, Inion Bancaire Privee. The rate of launches is currently still ahead of closures, but the average hedge fund loss was 4.85% in the first 8 months of 2008.

LIBOR is over 6% as BoE continues to resist City calls to cut interest rates. Banks are putting up mortgage rates. House prices continue to fall, at 25% annualised. Analysts fear a severe debt-induced deflationary spiral.

Calls for Tories to condemn City’s moral failure. This week: Osborne opposed the ban on short-selling. Boris Johnson railed against regulation of the city. Cameron thinks “the left” may use the crisis to bring down the basis of wealth creation.
 But they are vulnerable, having received hundreds of thousands of pounds from hedge fund managers active in the game, including those shorting HBOS. They also take funds from tax exiles.

Spremberg in Germany became the first coal-fired power plant to bury its own CO2 earlier this month. Built by Vattenfall, the plant emits up to 90% less CO2 than conventional plants. A European Parliament vote in the next 10 days will decide whether €12bn goes on 12 demonstration projects …or not.

29.9.08. 
DAY 15 Monday
Panic grips world markets as the Paulson bail-out plan is rejected. The House of Representatives ditched the plan by 228 votes to 2005 last night. Republicans voted 2:1 against, Democrats 3:2 in favour. The S&P fell 8.8%, the worst day since falling 20.5% in 1987. The Dow Jones fell 7%, almost as much as the 7.3% when the markets reopened 9 days after 9.11. Main Street, leaning on politicians on both sides, wants to see Wall Street suffer, it seems, without much thought for the consequences. US stocks fall Governments in Germany, Belgium and Iceland bail out banks as the crisis spreads. 

Banks fall in US and UK as Citigroup buys Wachovia Bradford and Bingley is nationalised. Bank Santander gets the retail segment and the public get the dodgy £42bn mortgage loan book, replete with risky buy-to-let loans and self-certified” mortgages, into which B&B pluged ahead of more cautious banks. Plus rising arrears of course. The people of Britain are in the debt collection business it seems. GDP-to-bailout ratios are $14.3tn (2007-8) vs £1bn US (7.1%) and £1.47tn vs £127bn (8.6% [5.9% Northern Rock, 2.7% Bradford and Bingley]) UK.
30.9.08. 
DAY 16 

HBOS rescue in danger as share price drops 13%. Lloyds TSB has offered £9.8bn and HBOS is now worth £6.4bn. There are reumours the deal may have to be renegotiated.
Fear everywhere as the super-rich drain the gold supply. Gold refineries cannot produce enough gold bars for people to shift into their own vaults. 

Irish government forestalls a run on Ireland’s 6 banks by guaranteeing all retail deposits plus wholesale deposits, interbank loans and most forms of debt. They had lent liberally during the bubble, one of them offering 110% mortgages. By one calculation, the total guaranteed amounts to £72,000 for every Irish citizen. The UK government lifts savings protection from £35,000 to £50,000 in a similar.

1.10.08. 
DAY 17

US Senate votes 74-25 to approve the revised Paulson Plan to bail out US banks. there is huge concern about how the House will vote.

Stampede to safety continues. Cash flows into Northern Rock and National Savings. Queues develop outside ATS Bullion’s low-key premises next door to London’s Savoy Hotel. 

Darling tells the Irish off as accounts are transferred from British Banks to Irish. If France or Germany did the same, what then?

Columnists’ views differ ….wildly. Some, such as Joseph Stiglitz, welcome the rejection of Paulson’s package, saying “in environmental economics there is a basic concept called the polluter pays principle. ….Wall Street has polluted our economy with toxic mortgages. It should now pay for the cleanup.”
 Martin Wolf says Congress has decided it wants to risk another depression. He can’t see why the spiral of liquidity-starved financial institutions dumping assets is not causing more fear. With balance sheets being marked to market, they are harming themselves and each other. The plan isn’t great, but at least it is a plan. The Congress must pass it. Other financial institutions will have to be bailed out as the liquidity crisis spreads. The European Central Bank and the BoE must cut interest rates – a move hardly likely to prove inflationary now.
 Will Hutton agrees but makes the point that RBS, HSBC, Barclays and Lloyds/TSB/HBOS hold combined assets of 6.5 trillion euros, four times the UK’s GDP. We may have to join the Euro to make a bad bank big enough to make a difference.

US Energy Secretary: the crisis could have an impact on the nuclear renaissance. Long-term projects like nuclear plant building are going to be the most difficult to finance, and are at risk, he tells reporters. 

UK Met Office says drastic cuts in greenhouse gas emissions are imperative from 2010 if there is to be any chance of keeping global average temperature rise below 2C. According to the head of climate change for government at the Met Office’s Hadley Centre, the institutions most recent climate model scenarios show that if global emissions cuts quickly reach 3% a year global cuts from 2010, a “most likely” estimate of just under 2.5C by 2100 results (2.1-2.8C, with the middle of the range having a 50% chance of occurring and the two end members 10%). That scenario reaches 47% global cuts on 1990 levels by 2050 and 1.7C most likely by then. Emissions are currently rising 1%, faster than the worst-case emissions scenario used by the IPCC. Taking no action means a 132% increase in emissions by 2050, resulting in a 2100 temperature range of 5.5-7.1C range, most likely being 6.3C). The risk of the worst-case figure within the estimated range amplifies as the emissions rise, and note that methane release from permafrost is still not included in the models.
 
Cost of production from tar sands may have risen above $100. Petroleum Review reports that UTS’s investment in its Fort Hills project suggests incremental costs of production of $100, and maybe as much as $120. Also the the Venezuealan budget requires $100 oil, deepwater dvelopments probably need a minimum of $60 and running the Saudi state more than $60.

The global gas market is in reality three regional markets, little connected. The EU market is far from a success story. Three articles in Petroleum Review summarize the state of play. (L)

2.10.08. 
DAY 18

US commercial paper market seizes up as market shrinks $95bn in a week. Even blue-chip companies like GE and AT&T are finding it difficult to raise money in the short-term corporate finance market. This market, known as the commercial paper market, is where companies go to raise working capital for their goods and services.

Drax buys equipment for co-firing biomass and coal, cutting CO2 emissions by > 2.5 mt a year. The current site emits 20 mt a year, the largest single UK source of CO2 emissions (7% of UK electricity), meaning a cut in emissions of more than 15% by 2011. The new equipment will generate 500 MW of biomass, the biggest single-site renewables generator in the UK.

Treasury rules out further incentives for the oil industry in the North Sea. The industry warns in turn that oil will remain in the ground. Invetsment has fallen for the second year running, in spite of the high oil prices.

Eon buys stake in one of Siberia’s biggest gas fields and gives up shares in Gazprom. In a deal to be completed in 2009, Eon gains almost 25% of the YuzhnoRusskoye field and loses almost half its 6.5% stake in Gazprom. Gazprom drops a claim to be able to own part of Germany’s energy infrastructure. The deal was four years in the making. Gazprom’s maket cap has halved to $175bn since May.
 
3.10.08 
DAY 19 Friday

The Paulson Plan has gone from 3 to 451 pages in 12 days.  105 are on the TARP, and include equity stakes for government and limits on excutive compensation. 8 pages added by the Senate raise the federal guarantee on deposits from $100k to $250k, temporarily. 150 pages cover tax breaks. Then there 184 pages of other measures, spanning every kind of tag-on deal imagineable. 
Policymakers have been approaching the problem as though it is one of liquidity, not solvency. Now the penny is dropping. “The whole system has to be rebuilt,” says Larry Elliot.

UK National Economic Council and Department of Energy and Climate Change created. There are 19 on the NEC, including John Brown ex BP CEO and the chairmen of Barclays and Lloyds TSB> Ed Miliband heads DECC.

Solar PV investment tax credits of 30% pass as part of the US bail-out bill and the $2,000 ITC funding cap is lifted: a major boost for residential systems. The ITC is an eight year scheme for residential, commercial and utility projects. Meanwhile, the Spanish agreed in late September to cap their feed-in tariff at 500 MW as of 2009 (higher than expected, with 233 MW reserved for ground-mounted systems in 2009), a new subsidy scheme is planned for Japan as of April 2009, the Chinese government has sought bids for large ground-mounted systems in eight western provinces, and in Germany PV roof scouts are touring the country trying to convince owners of buildings with suitable rooftops to lease them space. Analysts still disagree about the net impact on demand, with Photon Consulting remaining cautiously bullish. Evergreen and JA Solar have been seen their stock diluted as result of having loaned shares to Lehman Brothers.

Solar PV backed by a feed-in tariff is “safer than a government bond.” Photon analyst Michael Rogol makes this point because the owner has physical assets, as well as a government-backed guarantee.
 (L)
NREL scientists break the 20% efficiency barrier for a thin-film solar cell. This new world record suggests that CIGS thin film has the potential to challenge crystalline silicon, though CIGs modules are still no more than 11% efficient at best.
 (L) And see article on Fraunhofer record of 39.7% PV concentrator cell.

4.10.08. 
DAY 20

Media analyse the similarities and contrasts with the 1929 crash. The stock market fell 22.6% on Monday 29 October 1929, the biggest one day fall in history. That week, the market lost 30% of its value. But it took until July 1932 to reach the bottom, by which time the market had fallen 89% from its peak. It would take 23 years to recover. Almost 25% of the workforce were out of work by 1933 as unemployment rose from 1.5m in 1929 to 12.8m. The US government disastrously tried to shore up their economies with higher trade tariffs.
 (L) Then it was confidence in shares, now it is confidence in CDSs, CDOs etc. few scholars think the crash caused the Depression, the Economist argues. The downturn was already well underway. Roosevelt was elected in November 1932, and took office in March 1933, by which time the economy had fallen further and more banks had gone under. He immediately declared a federal bank holiday, and this stopped the rot. The US economy had shrunk by more than a quarter between 1929 and 1933. US unemployment is now 6%.

Enron warnings went unheeded, says journalist who began to unravel that story. The banks had exactly the same structured investement vehicles as Enron for hiding debt off balance-sheet, allowing them to only earnings. Another parallel is that Enron’s leaders were huge champions of the free market, and blamed their demise on short sellers. But we seem to have forgotten, collectively, that the short sellers were the first people to warn of problems at Enron.

5.10.08.
DAY 21

Germany guarantees all private savings accounts: every man for himself in “united Europe.” This just a day after Merkel criticized Ireland for doing the same. EU leaders, meeting in Paris to try and agree a plan, are predictably furious. So much for globalization of policymaking: the international institutions don’t seem to have the authority to do anything much. The World Bank, the IMF, and the G7 are barely to be heard in the coverage. We don’t seem to have the right institutions to deal with what we have created.


Are some banks too large to keep afloat? UBS, for example, has assets more than four times the entire Swiss economy. RBS is almost 1.5 times the UK’s GDP, and ING is more than twice the size of the Netherlands’.
 

Debt wracked up over the last the last decade in Britain amounts to £1.44 trillion. That is an average of 180% of disposable income, the highest in the G7. Fewer than half of Britons have any savings at all. banks are largely to blame, for tempting people into debt, even the poorest.
 (L)

6.10.08 
DAY 22 Monday
FT suggests Darling is considering part-nationalising banks. FTSE plunges 6% on opening and 7.9% on the day. Oil sinks below $90 as commodities fall across the board. Now the credit crunch is hitting equities, and hard.
Lehman CEO blames everyone but himself and his over-valued assets in Congressional testimony. Richard Fuld Jr rails against the media, the short sellers, the government, but says he did nothing wrong himself. He claims to have thought the bank was healthy until five days before the collapse, and rejects accusations that he mislead investors. Over the previous eight years he took home a total of nearly $500m in salary and bonuses.

7.10.08.
DAY 23
BBC reports that some banks are urgently seeking shareholder capital. Iceland nationalises deeply troubled Landsbanki. 

The Fed considers a plan to buy vast amounts of unsecured short term debt so that companies can start lending to each other again in the way they do normally so as to finance their day-to-day activities. The $700bn Paulson package seemed vast at the time, a few days ago. Now it seems small compared to soaring scale of the crisis.

RBS and HBOS shares plunge 40%. Retirement funds have fallen 10% in the last month and almost 20% over the last year. Will Hutton says the nation is on the edge of a massive bank run. He advocates actions as follows: 1. Put £50bn in to the banks. 2. Make a £100bn bad bank to hold toxic assets for up to 20 years. 1 and 2 allow the banks to resume lending. 3. BoE to set up a special purpose vehicle to buy unsecured commercial paper from the banks. 4. EU governments to require EU to suspend state aid rules preventing government insurance of new issues of mortgage-backed securities. This will get the mortgage market going again and steady the property crash. 5. BoE to cut interest rates by at least 1%.

Germany, Sweden, Denmark, Greece and Austria have all guaranteed deposits. The policy response continues to be piecemeal and divisive.

Analysts begin to worry that federal governments may be over-extending themselves. The sums extended are huge, and have not yet dented failing confidence. 

This crunch is playing out faster than the 1929 crunch. The stock market crash of 1929 hit in three terrible days, then slowly took three more years to hit rock bottom, with shares 89% down in value. This crisis is playing out in a major hit a day: first Lehman, then AIG, then Washington Mutual etc.
 In the Great Depression industrial capacity fell 60% and 25% of Americans fell out work (unemployment is now 6%). Farm income halved and soup kitchens were set up to provide free food to the homeless.

AIG executives face torrid questioning in Congress about investments in CDSs and possible fraud. Former chief executive Martin Sullivan, had to defend a week-long retreat of sales executives at a Californian resort after the $85 government loan for which the expenses bill was $442,000. He was also confronted by Representatives on the House Oversight and Government Reform Committee about assurances to investors about AIG’s health after receiving a warning from company auditors about exposures.
 

Corporate jet business still thriving. 27,000 turn up to the annual trade fair in Orlando, with 2008 set to become the fifth consecutive year of broken sales records, at 15% growth. Next year might not be quite so good though.

UK Climate Change Committee advocates “almost totally decarbonising power” by 2030, en route to target of 80% cuts of all greenhouse gases by 2050, including aviation. 

MEPs vote for tough CCS regulations. The Parliament Environment Committee set the same standards as California - 500 grams per kWh – in amendments to the CO2 storage Directive. They also vote for a €10bn fund for trials. The amendments need to pass two more levels though, one of them the Council of Ministers. Kingsnorth could still slip through such legislation, if passed, provided it is built before 2015.

Nearly half FTSE 250 fail to disclose carbon emissions in the annual Carbon Disclosure Project questionnaire. Shell reached 743m tonnes in 2007, more than the whole UK economy (587m). The CDP sends the questionnaire on behalf of 385 financial institutions which (used to have) $57tn of funds under management.

8.10.08. 
DAY 24
UK cabinet part-nationalizes banks with £50bn of preference shares plus £350bn of capital. £50bn will be invested to build up banks’ reserves, £250bn will extended as guarantees for new bank debt, a further £100bn will added to the existing BoE short-term loan scheme. This is very different from the US Tarp scheme. In this, the hard-to-value toxic mortgage-related assets stay on the banks’ balance sheets. Seven banks qualify, with HSBC, Standard Chartered and Abbey (Banco Santander) saying they have no need. City pay and bonuses are to be curbed as part of the deal. This development gets good press from FT columnists. Increasingly the US allowing Lehman to go under is being viewed as a catastrophic mistake: it started the dominoes falling.
Six central banks cut interests by half a percent. The UK rate is now 4.5%. The IoD says the cut might not be enough. Shares fluctuate wildly in response and the FTSE 100 ends down 5.2%. £50bn will build up banks’ reserves, £200bn will provide liquidity, a further £250bn will underwrite inter-bank lending and prop up balance sheets. Seven banks qualify, with HSBC saying it has no need. City pay and bonuses are to be curbed as part of the deal.

9.10.08.
DAY 25
Paulson considers following UK example and part-nationalising US banks. Clearly he fears his $700bn package to buy mortgage debtfrom them won’t be enough. Banks have already written off $592bn in credit-related assets, and the IMF expects these to double. In the same period, Bloomberg shows that banks have raised only $442bn of new capital.

Iceland nationalises Kaupthing. Consternation that UK investors may have lost deposits, and a Treasury team flies to Iceland.

Exactly a year after the Dow Jones reached highest ever point, it is a third down. Today was the third worst ever points fall.

10.10.08. DAY 26 BLACK FRIDAY
The $700bn and the £400bn make no difference: panic grips every stock market as shares plunge. The FTSE falls 8.9% over the day, down 21% over the week that wipes £250bn off the value of UK companies. It is below 4,000 for the first time in 5 years. Every European market loses at least 20%. The Dow Jones Industrial Average suffers its worst weekly loss ever, 18.2%, including the October 1929 crash (which saw a 23.6% fall at one point, but 9.2% for the week). The Nikkei falls 23% over the week: twice the rate of fall during the 1989 crisis. Russia and Indonesia closed their stock markets during the week. Berlusconi suggests all stock markets are suspended for two weeks while governments come up with a plan. A treasury team heads to Iceland, where £1bn of British savers’ money is at risk in collapsed banks.

Oil falls below $80 on fears of recession and gold continues to rise as investors look for safety. GM issues a statement saying it is not filing for bankruptcy.
Traders are nervous about a settlement pricing for Lehman credit derivatives that will trigger payouts estimated by some analysts at $400bn. This has been a big factor in the panic, along with hedge funds “deleveraging” in order to pay clients who are pulling out of their funds. Nobody knows for sure who is exposed to the Lehman losses, because of the unregulated nature of the $55 trillion (sic) CDS market. Barclays and RBS are most exposed to this crisis, having both bought such contracts covering around $2.4 trillion (sic) of credit.

G7, meeting in Washington late on the day, agrees to a co-ordinated global rescue plan. The five point plan will: 1. Pledge to save key banks. 2. Provide ample liquidity to banks so credit and money markets can operate. 3. Follow the UK example and part-privatise banks, Paulson’s $700bn included. 4. Instigate stronger depost-guarantee schemes. 5. Force banks to reveal the full extent of their losses. If this doesn’t work, the next stop is total nationalisation of banks.

Jubiliation among many of America’s enemies in the ME. Ayatollah Ahmad Jannuit of Iran: “God is punishing them.”

EU states will have the authority to decide themselves whether or not they hook up with Gazprom or other foreign giants, EU energy ministers decide in Brussels. Germany, with 40% of its gas already coming from Russia, doesn’t want to be tied. The Commission is reined in.
11.10.08. DAY 27  Saturday, a breather….

Head of IMF says world financial system is “teetering on the brink of systemic meltdown.” Nations can’t solve the problems alone, are all in it together, and must act together. (Just like climate really). But the Europeans are split about the need for joint action.

Conservative politicians talk like socialists. Merkel: We must “redirect the markets so they serve the people, not ruin them.”
12.10.08.
DAY 28
UK government agrees to inject £37bn into RBS, HBOS / Lloyds and Barclays as Brown ties down his part-nationalisation plan. They cannot pay dividends until they have repaid £9bn. The RBS boss describes the meeting as “more of a drive-by shooting” than a negotiation.
13.10.08.
DAY 29
Europe follows the UK example. Merkel announces €500bn (£391bn) bailout of the German banking system and Sarkozy announces a €360bn French bank bailout.
Stock markets soar as confidence returns for the day. The Dow Jones Industrial Average rises a record 936 points. The S&P 500 enjoys its biggest one-day gain since the 1930s.
14.10.08. DAY 30
US is reluctantly forced to follow the UK lead too, as it too buys minority stakes in its banks. Nine banks are forced by the Treasury to sell shares for $250bn, including Goldman Sachs and Morgan Stanley, whether they want to or not. The measure is temporary. 
Confidence returns to London, Frankfurt, Tokyo and New York as shares continue to rise. Nikkei has one of its highest ever rises.

Institutional investors say they will eschew banks of there is a “no dividend rule” for 5 years as Brown intends. The banks get cold feet.

15.10.08.
DAY 31
Shares slide again: the return of confidence lasted 48 hours The FTSE loses 7.2% and closes at a five year low. The Dow Jones falls 7.8%. The S&P 500 endures its biggest one-day fall since the 1987 crash. Brown’s bailout comes under threat as banks, complaining about the terms of their nationalisation, look for a better private deal. Fears abound that hedge funds are next in line for disaster. High unemployment figures spread the fear from the health of the banking sector to the wider economy.
Darling is forced the “clarify” that there will be no blanket “no dividend rule” for 5 years. But otherwise, Brown is being feted around the world as the super-hero who arrested the freefall.
FSA chairman Lord Turner says the days of soft-touch regulation are gone for ever. The financial services industry must be reined in. Catastrophe might have been averted in the last week, but contingency plans for apocalypse – heading off a fatal spiral via a bank holiday - had been considered during it.

EU solidarity on climate change fractures ten weeks before the Posnan climate summit. Italy says it is in no condition to support the European Emissions trading Scheme and Poland says it is being punished for being coal dependent. Special pleading abounds. Sarkovy has ten weeks to broker a deal, or the summit will fail.
UK pledges to 80% cuts in all greenhouse gas emissions by 2050 as new Climate Secretary Ed Miliband makes the right start. The 60% target has been replaced. There will be feed-in tariffs for renewable microgeneration from 2010. NGOs are broadly supportive, though the target excludes aviation and shipping as ever.

16.10.08. DAY 32

Shares touch a point lower than on Black Friday last week and oil falls to a low of $68.57, the lowest since August 2007. Opec is expected to cut production imminently.
Top hedge fund manager retires calling bankers who made his fund so profitable “idiots.” Andrew Lahde of Lahde Capital is thought to have made one of the biggest percentage profits ever by betting against the housing boom continuing. He has a very low opinion of the people at the top of banks “stupid enough” to take the other side of his bets. He is shutting his fund down to “spend time with his money.”
 

17.10.08
DAY 33

Another rally: Wall Street shares end up modestly higher than last Friday. Energy stocks lead the recovery, though there are major concerns about insurers.
Wall Street banks are still set on huge bonuses for this year: $70bn, 10% of the US bailout fund. Six banks, including Goldman Sachs, Morgan Stanley, and Citibank, are in line for the payouts. At one point last week, the $10.7bn payout pot for Morgan Stanley exceeded the market value of the bank. Meanwhile in Europe, Deutsche Banks CEO and many lead traders are waiving their bonuses.

FT article alleges sleaze between rating agency Moodys and bankers erecting their derivative house of cards. It was the triple-A ratings that allowed the packaging of millions of dodgy mortgage loans into must-have bonds. Hardly surprising, then, to read about all the weekend getaways.
 (L)

Cuba announces it “may” have 20bn of oil reserves. Repsol has led a consortium doing test drilling, but the analysis is mostly based on comparison with structures in the US Gulf of Mexico and Mexico’s Cantarell field. Drilling will start next year by the state oil company Cubapetroleo, or Cupet.

UK Coal shares fall more than a third after it admits encountering “difficult geological conditions” leading to falling third quarter production and a profits warning.

Areva mulls yet another delay to its flagship Finnish nuclear plant: the fourth in two years. The reactor is now two years and €1.5bn over budget. EDF is talking with TVO the Finnish utility about moving the start-up target to 2012. 4,000 people are working around the clock six days a week on the site.

Senior Labour MPs urge Brown to nationalise parts of the building industry. MP John Cruddas wants full nationalisation. The once unimaginable is now the realistic. This is the only way the government can hit its 3m homes by 2020 target, they say. The total this year looks like being 75,000, against a target of 240,000.

19.10.08. DAY 35
Darling says there is a need to revive Keynes as “Green New Deal” wins wider airing. The economist had some good ideas for digging the world out of the Great Depression. Al Gore and the UN - UNEP executive Director Achim Steiner - are  talking about a “Green New Deal.”

UK wind power plans on brink of failure as delays build in the face of multiple problems. The UK must build 35 GW of wind (some 15,000 turbines) onland and at sea if it is to hit its target of 15% energy from renewables by 2020. In the week where the largest turbine in the world is nearing completion in Berlin, a monster 7 MW machine whose blade tips will be 250m off the ground, problems abound. Capital costs for offshore wind have soared with the oil price: 50% over the last three years, with more to come. Most manufacturers are booked solid for five years hence. Vestas, the Danish company that leads the world, has a £6bn order book. Even if you can get a turbine, planning would take 3-4 years on current form, and two-thirds of onshore applications end up turned down. The Infrastructure Planning Commission, designed to speed things up, will not be ready until next year, and will surely be tested in the courts by those who oppose wind power. Then you have to get connected. National Grid has a 13 –year queue in Scotland.
 
20.10.08. DAY 36
Pension funds, seduced by AAA ratings, now hold billions in toxic structured products, says the IMF. Their estimate for the worldwide losses in collateralised debt and loan obligations (CDOs, CLOs, and all the rest of the alphabet soup) is now nearly $1 trillion ($945bn, £546bn, €705bn). Some other estimates are far higher. Banks have announced writedowns of $400bn to date. Much of the rest is held by pension funds, insurance companies and wealthy individuals. Pension fund assets were around $15tn when the crunch hit last year, and Create Research estimates 8% at that is held in structured products ($1.2tn) up to $700bn of which is toxic.
 


The average hedge fund loss in the first nine months of 2008 has been 13%, approaching $300bn in total according to one estimate (£174bn, €223bn).


Flood of investor lawsuits backs up amid criminal investigations of at least 15 companies. Most lawsuits allege, based on filings and other public statements, that executives knew they were in trouble while trying tor aise money. The companies also subject to ongoing federal investigations include Lehman, AIG, Fannie Mae, and Freddie Mac. 12 executives have received subpoenas.


10-15 years to find if there can be any net energy gain from oil shales, oil companies say. Shell says it has stopped making forecasts because there are too many unknowns, even after 27 years of research, mostly focus on electric heaters that slowly heat the kerogen rock to 650-750 F. Exxon has investigated more than 30 different technologies. But government reports suggest there could a US resource of 800 billion barrels. More details in an OGJ review.
 (L)

21.10.08.
DAY 37
Russia, Iran and Qatar announce that they have created a “gas Opec”. It will control 60% of global gas reserves. Gazprom boss Miller says “the end of cheap hydrocarbons has come to an end.” The news is greeted with consternation in the European commission.
22.10.08. DAY 37

As falling oil price threatens supplies, industry execs warn privately that 95mbd may be optimistic, FT reports.  Rosneft and Gazprom, the two London-listed Russian giants, are heavily dependent on debt. Gazprom admitted yesterday to some problems refinancing debts, and has told TNK-BP it may not go ahead with purchase of a stake in the giant Kovytka field. Petrobras, needing $500bn to finance its giant subsalt fields, may face problems too.

23.10.08.
DAY 38
Record trading in oil-to-fall bets even at a 16-month low spot price. The need to hedge put options could depress the spot price still further, analysts say, at least in the short term. This exaggeration of price correction divorces the spot price from fundamentals, in just the same way that call options did on the rising price trend towards $147 oil.


Greenspan admits he made a mistake. In Congressional testimony, the former chairman of the Fed says: “I made a mistake in presuming the self interest of (banks) was such that they were capable of protecting their shareholders.” Henry Waxman, chairman of the House of Representatives Oversight Committee, blames the Fed for not reining in aggressive lending policies, the SEC for allowing stanards to collapse at rating agencies, and the Treasury for arguing against meaningful oversight.

Lord Stern says recession is a good time to invest in a low-carbon future. “Put simply, high-carbon growth willchoke off growth,” the leader of the Stern Review writes. The IEA estimates around $1 trillion a year in energy infrastructure investments over the next two decades. “If the majority of this is low-carbon, and some of it is brought forward, it will be an outstanding source of investment demand.”


Drax will invest £2bn on the UK’s first large-scale biomass-burning power plants. They will be at three sites, totaling 900 MW, 3% of UK electricity.

24.10.08.
DAY 39
The FTSE plunges 5% and the pound collapses against the dollar as the worst decline in UK quarterly output since 1990 is announced (a 0.5% decline in a quarter). Almost £50bn is wiped off the value of the UK’s top 100 companies. Economists say the recession looks like being much worse than they had thought, and fears of a prolonged slump echo round the world’s stockmarkets. 

Hedge funds amplify the problems. The problems in the real economy are not big enough to be causing this kind of volatility, Will Hutton argues. Hedge funds are involved. As the healthy funds bet on price and share movements, and the unhealthy funds clear their balance sheets, the shadow financial system is amplifying oncoming recession into potential slump.
 (L)


Oil falls below $63 despite Opec announcing a a 1.5 mbd (4.5%) production cut to try and shore up the price. Oil has now more than halved since its high of $147 in July. Traders doubt that the cartel can implement such a big cut fully, based on their 60% historical adherence rate to cuts.

The oil price slide has put as much as $250bn into the pocket of US consumers, according to an analyst quoted in Time magazine. By contrast WalMart’s US stores took $240bn last year. A Merrill Lynch banker says “it follows that there’s going to be some spending effect.”

25.10.08 
DAY 40
Russia’s oligarchs are in trouble as the credit crunch tightens. Bloomberg reports that Russia’s wealthiest 25 have lost $230bn ($146bn) over the last five months. They have used share value as collateral in raising debt, just as the banks used the value of mortgage-backed securities, and share prices have collapsed. Russia had 110 billionaires, according to Forbes this spring, with a collective wealth of over half a trillion dollars. Meanwhile 18.9m Russians live below the poverty line.

Supermarkets continue to compete for title of greenest of them all. Asda’s new £27m “low-carbon store” in Liverpool, opening in two days time, will have doors on the refrigerators, one obvious (and long resisted) measure saving 8% of emissions in a store that will cut 50% of emissions overall. The title seems to change hands monthly. In August, Sainsbury’s opened a store in Dartmouth that cut emissions by 40% from the standard store. Then Tesco trumped that with a store in Shrewsbury that cuts emissions 60%. With 40% of a store’s costs being electricity, energy bills are now a driver alongside climate-change performance. All UK retail chains now have CO2 targets that go beyond tokenism, with Tesco aiming to halve emissions from existing stores and distribution centres worldwide by 2020.

26.10.08. DAY 41
Free-market economists call Darling’s Keynsian strategy “misguided.” In an article in the Sunday Telegraph, the chief economist of Lloyds TSB corporate markets Trevor Williams, Tim Congdon and others say it is impossible to guess which sectors would shrink and therefore the government would risk misallocating resources. “The best tools are monetary not fiscal ones,” they say.

Nouriel Roubini, the economist who predicted the credit crash, says the worst is yet to come. When he predicted an imminent generational crisis destroying banks, at in a meeting of the IMF in September 2006, the New York University professor was scoffed at. Traditionalist economists dubbed him “Dr Doom”, and a Cassandra. In February 2008, he posted a twelve step path to disaster on his blog. Each step panned out, faster than even he anticipated. This week he predicted the demise of hundreds of hedge funds, and said the stock markets will have to shut for at least a week to stem the panic.

The Arctic ice cap is now melting even in winter. A team from University College London shows the ice cap thinned by 19% last winter, instead of growing back as it normally does.

Shipping and aviation will count in UK emissions targets. The government has bowed to pressure. Friends of the Earth say this makes the world’s first climate-change law world class.

Boeing says biofuel flying will take off in three to five years. Official approval will happen faster than had been thought, a spokesman says. Aircraft will not need modification to fly on a biofuel-kerosene blend. Boeing anticipates using a 30% blend. According to Boeing, 100% biofuel could be used in principle but the industry is not big enough. To operate all 13,000 commercial planes would require planting an area the size of all Europe, if soya bean production was used for fuel.

27.10.08. DAY 42
UK government allocates £100m to electric motoring. £20m will go on procurement for the government fleet, including the Royal Mail and the police. 


Saudi Aramco’s annual review gives numbers for reserves “too good to be true,” says Matt Simmons. He says the report sets a target over the next 20 years of maintaining reserves at 260 billion barrels, for which it will need to lift “oil in place” from 714 billion barrels to 900 billion barrels. The report then glosses over the fact that of 754 well-site activities in 2007, only 15 wells were exploratory, with one gas find and two small oil wells (each 5,600 barrels per day). The report is not audited, Simmons says, and it should be.

28.10.08
DAY 43
Bank of England says financial institutions’ losses in the crash to date total $2.8 trillion. It calls for fundamental reform of the banking sector.

Anthropologists point to the parallels between the triple crunch and the fate of the Maya. Anthropologist David Webster says: “In common with the Maya, we’re not very rational in how we think about how the world works. They had their rituals and sacrifices. Magic, in other words. And we also believe in magic: that money and innovation can get us out of the inherent limits to our system, that the old rules don’t apply to us.” A slow-brewing environmental crisis did for the Maya. Confidence fell apart as the thin ice they were skating on, in terms of food supply, cracked. As it broke up, so did their civilization. Note: Gordon Brown blessed the magic along the way in 2004. “In budget after budget I want us to do even more to encourage the risk takers.”

29.10.08.
DAY 44
Another IEA leak: front page FT headline “World will struggle to meet oil demand.” The first authoritative field-by-field study shows output is declining faster than previously thought: 9.1% pa without further investment, and 6.4% even with investment. Investment of $360bn pa is going to be needed until 2030, the leaked copy of the World Energy Outlook shows ($7.9 trillion over the next 22 years). Investment will slow down because of low prices, and so the decline will accelerate with time. Oil consumption is now projected at 106 mbd by 2030, down from 2030.
 The long article inside the paper has a confusing sub-head: “IEA reassures on future supply.” The IEA report says: “future supply is far more sensitive to (production) decline rates than to the rate of growth in oil demand,” and output is declining much faster than previously thought. At the same time, the IEA says that “peak oil theorists” are wrong. The IEA’s scenario has Saudi Arabia rising to 15.7mbd in 2030, provided investments are made. Globally, almost all new production is offset by declines, so that conventional crude barely increases from 70.4 mbd in 2007 to 75.2 mbd in 2030. Unvoncnetional oil contributes 8.8 mbd by 2030, 4 mbd of that from tar sands.


Kuwait will struggle with new production, KOC executive says. Ibrahim A Faraj, Team Leader Contracts, Commercial Group, says the demand for Kuwait oil is expected to grow to 4 mbd by 2020, while output today is difficult even around 2.5mbd. Kuwait will need to focus more on heavy oil production to try and close the gap, he says.


Peak oil within 5 years at latest, UK industry taskforce says. Eight British companies across a broad spectrum of industry (Arup, First Group, Foster and Partners, Scottish and Southern, Solarcentury, Stagecoach Group, Virgin and Yahoo) are warning of global peak oil, and the worst-ever energy crisis, by 2013 at the latest.  At a press conference at the Stock Exchange on 28th October, we called for business and government to act proactively, learning the lessons of our collective failure to do so ahead of the credit crunch, and kick-starting a meaningful response to climate change in the process.
   
Russian oil production has peaked, says ex TNK-BP CEO Bob Dudley. It looks set for a “protracted decline,” based at least in part on on too low investment.

UK government tables an amendment to its energy bill proposing a feed-in tariff with a 3 MW cap. The utilities are opposed. (Note: the existing Conservative proposal has a 250 kW cap). The NGOs are aghast that there is no timeline proposed or indeed firm commitment to introduce a feed-in tariff. The government also proposes a Renewable Heat Incentive proposed, the first such in Europe. Note: UK produces les than 2% of its total energy from renewables and only about 5% of electricity. In Germany the figures are 8.5% and 14%.
30.10.08.
DAY 45

Shell, BP and Exxon break yet more quarterly profits records.  Exxon’s take is $14.8bn up from $11.6bn last quarter. Obama calls this “outrageous.” Shell’s are up 74% to $10.9bn (£6.7bn).

Shell holds back on tar sands investment. A decision on the second phase of development was due next year, but at current oil prices will be deferred “to wait for costs to cool down,” as van der Veer puts it. 15% of Shell production is supposed to come from the tar sands by 2015.
With petrol prices not falling in line with oil price drop, Darling tells companies to pass savings on. The Guardian calculates that the current 98p a litre at the pump, down from 119.7 in July at peak, represents a 35.9% real drop compared to the oil price drop of 45.5%.

31.10.08. DAY 46

Barclays, seeking to avoid taking government bailout, angers investors by raising £7bn from Gulf. The fear is that they are doing this to keep leeway for bonuses, and have taken money that is too expensive, ceding almost a third of the bank to investors in Qatar and Abu Dhabi.

1.11.08. 
DAY 47
Rescued bank RBS sets aside £1.79 billion in costs and bonuses for their investment bankers. The allocation, nearly 10% their £20bn bailout, os for the first six months of the year for a division that lost £5.7bn in that period. MP Vince Cable says they are “making monkeys” of the government.


City bankers don’t have enough work to do, as deals dry up. Equity markets have given up all the value they built in the bull run from spring 2003 to summer 2007.


UK homebuilding is halved by the crunch. Just over 75,000 new homes will be finished in 2008. Last year it was 160,000, and the government’s annual target stands at 240,000.


Two thirds of China’s billionaires have been wiped out by the stock market crash. There were 66 in 2007, now 24.


Growing numbers of climate scientists think the time has come to consider geoengineering solutions to climate change. Shading the earth from the sun could have the most immediate effect. But all proposals have drawbacks.
 (L)

A Deutsche Bank report calls for the creation of “up to 25 million “green” jobs.” Reading like something from the New Economics Foundation, the report proposes “the creation of a “green” National Infrastructure Bank, which would provide funding for commercialization and scale-up of “green opportunities that are past the demonstration stage” which can “enter into public-private partnerships, where the government partners with the private sector to scale-up infrastructure initiatives.” The spending program should focus on a “green sweet spot” including energy efficiency in buildings, the electric power grid, renewable power and public transportation.” Page 3 calls for “bond underwriting: the National Infrastructure Bank could underwrite state, local and private-sector bonds, potentially enabling public-private partnerships or unlocking other appropriate financing for private-sector projects.” 
 (L)

Natural gas is back with a bang, “set to become the darling of electrical generation,” according to an article in Petroleum Review. (L)

3.11.08.
DAY 48

Four banks accrue billions in bonuses. A £7.45bn staff costs pot, including bonuses, is set aside by Barclays, Deutsche Bank, UBS and Credit Suisse, a Guardian investigation finds. The banks say this is vital to retain key staff. Meanwhile HBOS and RBS reveal more multi-billion write-downs.


Former BP boss John Brown says fossil-fuel subsidies must be axed. In his first interview since leaving office, he contrasts the c.$200bn (£124bn) given to fossil fuels each year with the c.33bn given to renewables and nuclear. As for the “great bubbling” of low-carbon technologies, the oil companies risk being caught out. “When mobile phones came in, I don’t think it was the fixed-line operators who were the first to move,” he says.
 


China and Russia sign another pipeline deal. Transneft and CNOOC reach agreement, after talks between PMs Wen Jiabao and Putin, on a 300k bpd spur to the East Siberian Pacific Ocean pipeline. The Chinese will lend Russia money for oil development, as well as buy the oil.
 

4.11.08.
DAY 49

UK signs a co-operation agreement on renewable energy with the UAE, specifically Masdar, while the PM is in the Gulf trying to stump up petrodollars for the IMF, and – so the Observer reported – for UK renewables. No details given in the FT article on this. Qatar has agreed to put $150m in a low-carbon fund alongside the Carbon Trust.

5.11.08.
DAY 50

Appeals for a big UK interest-rate cut grow as economy worsens. Will Hutton calls for 1%. Martin Wold earlier called for 2%. 
World trade is seizing up. The Baltic Dry Index, which measures freight rates for dry shipped cargoes, has plunged from over 90% in a month.

Oil and Gas UK says Browne view on axing subsidies is “misguided and dangerous.” UK oil and gas production protects our balance of payments by offsetting around £40bn of imports, and employs half a million people. Eradicating subsidies in the North Sea “will only drive away investors and ensure an early and enduring crisis in our energy supply.”
  

6.11.08.
Bank of England cuts interest rates fully 1.5% to a 53 year low. The cut, from 4.5 to 3%, is three times larger than any since the Monetary Policy Committee was established in 1997.Banks immediately claim they can’t pass on the full base-rate cuts because LIBOR is higher: 5.56%. The BBA, citing the BoE’s Financial Stability Report, defends the casein the teeth of a huge political and public backlash, pointing out that banks have lent £726bn than they had in deposits.

IEA predicts $200 oil by 2030 because of belief companies will struggle to replace depleting oil. In the 2007 WEO they thought $108. Output is declining at 9% naturally, and 6.7% when investments are made to boost production (slightly different figures from the leaked version of the report a few days ago). 800 fields are included in the study. Between now and 2015, “there remains a real risk that underinvestment will cause an oil supply crunch,” the executive summary says. Renewables are set to overtake gas as the number two source of global energy “soon after 2010,” the IEA says, and they will be the fastest growing source.


BP scraps UK renewables activities to focus on the US, saying the returns are better there. BP plans to spend $1.5bn on US wind projects next year and have 1GW in place by end 2008, 3GW by 2010.

7.11.08.
Big lenders cave in the pressure to hand BoE rate cut on the customers.  They issue a round of reluctant announcements after a meeting with Chancellor Darling.

Haemorrhaging cash, GM says it will go bust without a bailout or merger. The automaker made a $4.2bn loss in the last quarter. Industry experts say Ford and Chrysler need bail-outs too, totaling up to $50bn, or 3m jobs will be lost. But they are not alone in contagion from the credit crunch. Toyota’s profits dropped 69% in the last quarter. Obama is pledged to help, but a year ago in a Detroit speech, he exhorted the industry to do more on fuel –efficient autos, saying: “It’s not a question of whether, but how: not a question of if, but when. For the sake of our security, our economy, our jobs and planet, the age of oil must come to an end.”

Chinese premier says west must step up the climate effort. “Developing countries should shoulder the duty and responsibility to tackle climate change and alter their unsustainable lifestyle,” Wen Jiabao says in Beijing. Last month a senior Chinese official floated the notion of developed countries allocating as much as 1% of GDP for a fund to help developing countries adapt to climate change. China has set a 20% energy-efficiency improvement target by 2010.

BP pulls out of UK CCS competition. It will instead focus on CCS projects with RioTinto in California and Abu Dhabi. Several hundred million pounds is on offer in the UK with the winner to be announced end 2009 to begin operation in 2014.

Katine project reviewed: £2.5m raised in a year, donors see where it goes, progress being made. The Guardian committed to an ambitious three-year new kind of aid project a year ago: asking readers to raise money to help a community of 25,000 people in Uganda. The £2.5m raised so far is a generous response, allowing investment to date of $33 per person over 3 years. With it aid agencies have built and repaired 16 boreholes for clean water. Everything starts with clean water. They have built two schools, refurbished others, and distributed 2,000 textbooks. They have trained village health teams in early diagnosis of killer diseases, and delivered 2,678 mosquito nets. They have trained farmers groups in how to raise productivity, and to market products via the ubiquitous mobile phones. They have provided 264 bicycles. They have set up micro-credit schemes in partnership with Barclays bank, across 66 villages. Can such a project be scaled? The response of Barclays would tend to suggest it can. Inspired by what they saw, they have announced a $20m project to extend the model across Africa and Latin America.

9.11.08
Analysts appeal for G20 leaders to pool response to the credit crisis when the meet next week. Columnists debate whether this meeting can be Bretton Woods 2. Some say no, that meeting took two years of preparation. Will Hutton argues that with almost $3 trillion of loan losses and a global financial derivatives market of $360 trillion, what choice can there be? His policy recommendations include the following. Beef up the IMF significantly: private capital flows run into trillions, but the IMF has only $250bn to deploy. Co-ordinate a global fiscal injection of funds. In the absence of any sense of willingness to pool genuine sovereignty (just like at the original Bretton Woods conference), at least create a “college” of international regulators. Bring back predictability by ending floating exchange rates: manage them, for the dollar, yen, and euro. Stop the escape of capital to destabilizing tax havens: we need global rules for these, just as for hedge funds and derivatives trading. End the culture of minimal regulation in the City: for example, set up licensed exchanges for global trade in financial derivatives.

Mini nuclear reactors can be delivered within 5 years, Los Alamos says. Smaller than a garden shed, deliverable by lorry for burial in the ground, they could power communities of 20,000. They would be factory-sealed and have no weapons-grade material. Hyperion, a New Mexico company licensed to mass-produce the technology, says each unit will cost around $25m (£13m), i.e. £250 per home. They would produce 10 cents per kWh electricity anywhere in the world. They would of course require nation-state resources to enrich enough uranium, and would need to be refueled every 7-10 years. An application to build will be lodged with the NRC in 2009.
 

10.11.08. Solar PV stocks have taken a beating of late, but Fortune magazine still recommends some. In 2007, the global market roughly doubled in value, to $33 billion. From the beginning of 2008 to mid October, the Nasdaq fell 36%, but all the leading solar stocks fell more. Fortune expects three winners from the 14 pure-pay solar PV companies: First Solar (largly because of low-cost manufacturing), Suntech (scale in crystalline), and Sunpower (brand does matter).
 (L)

11.11.08.
Oil falls below $60, its lowest level for 20 months, as the economy slows even faster than expected. Brent falls to $55. The World Bank is lining up $100bn in aid for hard hit poorer and middle-income states.

12.11.08.
IEA World Energy Outlook warns crashing exploration puts world on course for an energy crunch. $390bn (€311bn, £259bn) was invested in oil and gas exploration and production last year, one of the highest amounts ever. But $450bn is needed for the two sectors annually now, and as Fatih Birol says: “We hear almost every day about a project being postponed.” Developing countries will be the only source of growth in oil demand until 2030, the IEA now predicts. But its study of 800 of the biggest fields shows 6.7% pa depletion, meaning 45 mbd of new production will need to be found over the next 22 years to 2030 just to maintain today’s level of production. That is four Saudi Arabia’s.
 


US Geological Survey report estimates 85 trillion cubic feet of gas is extractable from hydrates in Alaskan Arctic: enough to heat 100 million homes for more than a decade. Gas companies will be able to tap into it with existing technology, geologists say. Long-term tests will take place between 2009 and 2011, but shipments could not happen for years. It would take a pipeline – championed by governor Sarah Palin, that would take at least a decade.

US drops plan to spend bailout on toxic assets, and redirect it at recapitalization and supporting consumer credit markets. This is a dramatic reversal by Paulson, who also says US carm makers can expect no help from Tarp.


Barclays faces shareholder rebellion over plan to raise $7bn in Gulf to escape government bailout. Investors including Legal and General are angry that the money is more expensive and their pre-emption rights have been ignored. The suspicion is that Barclays directors have opted for this route so they can keep bonuses in place.

13.11.08. Mexico takes out a huge position in put options to try and lock in 2009 oil revenues: 330m barrels worth (c. 900,000 barrels a day, i.e. nearly all Mexico’s exports) at a minimum price of $70 for the country’s crude oil export mix, roughly equivalent to $85 for the West Texas Intermediate benchmark. They did it quietly, in tranches, so as to try not to influence the pricing of oil in a way that harmed their own interests in the price being high. It cost them about $1.5bn to buy value – assuming $55 oil – of $9.5bn.
 

14.11.08.
EU proposes trans-Caspian gas pipeline from Uzbekistan to link with Nabucco pipeline. This move, the latest effort to access gas from Kazakhstan and Uzbekistan, is sure to annoy Moscow. The EU proposes to set up an entity called the Caspian Development Corporation, to buy gas and invest in infrastructure. It would be backed by the European Investment Bank. Ultimately the goal is to bring 60-120 bcm a year west: 12-25% of EU consumption today. The EU hopes and believes Uzbekistan and Kazakhstan will support the idea. Currently 42% of EU gas imports are from Russia, 24% from Norway, 18% from Algeria, and 16% ROW.

Prominent peakist appeals to colleagues to “tone it down” during the credit crisis. Robert Hirsch sends round a memo arguing the “if the realization of peak oil along with its disastrous financial implications was added to the existing mix of troubles, the added trauma would be unthinkable. Others including Matt Simmons argue there is no point in burying heads in the sand, and the troubles have to be faced in the round.

Arab News celebrates defeat for peakists in the IEA’s World Energy Outlook. Ghawar has been producing 5 mbd for decades – 6.25% of current global production, and will continue it seems. The kingdom has over 300 recognised reservoirs, but 90% of its oil comes from five supergiant fields discovered between 1940 and 1965, of which Ghawar – “fifty years young”, found in 1948 - is the most significant. It accounts for 55-60% of Saudi production, and its reserves are 12% of the world total. A Saudi Aramco official claims the depletion rate for the national reserves is 2% a year, and they will be able to maintain a minimum 30 year production plateau. The IEA report, according to the Arab News writer, is “music to ears in real, real sense …..Thank you Fatih!”
 (L)

15.11.08.
Economist editorial says bailing out Ford and GM would be a mistake. They burnt their way through $15bn of cash in the third quarter, and say they need $50bn to see them through. But who is to say it would ever be paid back, given their failures? The government may have thrown twenty times more at financial institutions (>$1 trillion), but “banks qualify for help because the entire economy depends on their services.” Chapter 11 was created in the US to give companies the space to extract the good from the bad. The auto giants should go for it. Over the next 40 years the global car fleet is projected to rise from 700m to nearly 3 billion.


Economist, reviewing state of the financial markets, says there is no great plan on the table, so G20 leaders should be modest ….and certainly not do anything to curb capital flows.
 (L)

16.11.08. G20 leaders pledge to support growth at all costs. At the end of a Washington summit, 20 world leaders say they will take “whatever further actions are needed to stabilize the final system,” eschewing protectionism. By March 2009, Finance Ministers have to mitigate against “procyclicality” in regulatory policy, review global accounting stanrds, strengthen derivatives markets, review compensation practices in financial institutions, and review the international financial institutions. The IMF MD has called for a 2% GNP financial stimulus package, which would be £30bn of tax cuts in the UK (£1.5tn GNP): unlikely. The FT notes that the convening of the 20 rather than the 8 marks a shift in economic power.


Write offs in the banking system now total more than $1,000 bn (£670bn, €800bn). All down to a massive failure of discipline in the housing bubble.
 Global credit default swaps outstanding after the first half of 2008 amounted to $54 trillion (and the IMF estimates global GDP for 2008 at $62 trillion). Back in the first half of 2002, CDS outstanding amounted to $1.5 tn.


CBI says UK economy will shrink 2.5% by 2010, and 3 million will be out of work. Meanwhile the tales clock up of real hardship today.

17.11.08
Total government bail-out funds pass $5 trillion as low carbon investment falls in 2008. New Energy Finance says the total will be $142bn, down from 148bn. Governments, it seems, favour efforts to stimulate fast consumption via taxes etc, rather than the slower route of the green new deal.

Schwarzenegger signs exec order lifting California's renewable energy standard to 33% by 2020, i.e. a third of all energy from renewables: America's most aggressive state target. He will now draft legislative language to require all utilities to meet the standard, and spread the cost across all ratepayers with safeguards for low income people. The CEC and Department of Fish and Game will create a one-stop permitting process to cut application time for renewable projects in half. At the forum where he does this, Obama – appearing on videolink - commits US to returning greenhouse-gas emissions to 1990 levels by 2020, and reiterates $15bn a year commitment to cleantech – wit solar first in the list of technologies mentioned, but including CCS and nuclear.

UK government amends Energy Bill to guarantee a renewables feed-in tariff by April 2008, with a surprisingly high cap per-project of 5 MW.

New UK energy minister Mike O’Brien reassures nuclear investors. “Without nuclear, the costs of generating the country’s electricity could be up to 40 percent higher,” he says. He sees the BE takeover by EDF as the catalyst for a 30% nuclear contribution to UK electricity.


Government lawyers warn ministers of nine potential legal threats to the UK nuclear programme. All can delay construction. Meanwhile, a DECC discussion document shows that the second underground nuclear waste repository – adding another £12bn possibly to the bill – cannot be ruled out.

Barclays directors are humiliated over the Gulf bailout deal. They have had to agree not just to zero bonuses, finally, but will have to stand for re-election annually. Bosses at Goldman Sachs, UBS, Deutsche Bank and other had all agreed to take no bonuses before Barclays caved in. UBS have instigated a “malus” system where two thirds of future staff bonuses will be carried over for 2-3 years and withdrawn in the event of poor performance. Citigroup meanwhile cuts 50,000 more jobs. UK job losses are now headed by Northern Rock at 2,500, Citigroup 2,400, Barclays 1,800.


Former head of Fed blames “alchemists” and “bloated bonuses” for collapse of financial system. Paul Volcker, who ran the US central bank in the 1980s, crushing inflation during his tenure, has spoken out in London. “They were trying to turn dross into gold. We had a lot of alchemists out there.”

Oil traders are set to make 2,000% returns on sub-$100 bets made in the summer. They were so cheap at that time they were called “lottery tickets”: December put options for the right to sell at $100 a barrel cost $1.80 in July. 


Renewables are falling further than other stocks.The NEX Index of clean energy stocks rose 57.9% in 2007 while the Nasdaq (a stock exchange offering all kinds of tech stocks) rose only 9.8% by contrast. The NEX Index has now fallen well over 50%, to a level last seen in 2004, before the Kyoto Protocol came into force. But analysts still favour the view renewables will emerge “leaner, fitter, stronger.”


Around 30% of Britons think anti-global warming policies will reduce jobs, versus 24% who think the reverse. This is the gloomiest view among UK, France, Spain, Italy Germany and US (>6,000 polled by FT/Harris). In the US, 43% think more jobs will result from cutting emissions, versus only 22% thinking less will result. In all countries, 40% think action to combat global warming is absolutely essential or very important, and only in the US does the number who think it important or somewhat important drop under 80%, and then by only a fraction.

18.11.08.
US auto makers ask for a $25bn loan package and Republican senators tell the three to seek Chapter 11 protection and restructure. 

National oil companies expect the oil price to fall to $40, according the head of China’s CNOOC, speaking of a meeting of NOCs in Beijing in October. Such a consensus exists in 27 NOCs from 23 countries, and in their feeling of “panic” they will cancel “most” investment projects.

19.11.08. US core price index (minus energy and food) fell negative in October for first time since 1982. BASF, largest chemicals company, cuts output 25%. Car companies cut production.

20.11.08
US stock markets end lower than after the dot.com bubble burst in 2000 as a new wave of panic sweeps around the world. Japan, now in recession, posts first monthly trade deficit for 28 years. More factories close in China. Iceland borrows $10bn to stop its economy collapsing completely. Russia lurches towards crisis as the loss of oil revenues pushes them towards a devaluation of the rouble.

The oil price falls below $50 for the first time since 2005. With Nigeria not wanting to cut production, Opec is in disarray. Only the UAE, Algeria can break even on their external accounts at $50. Goldman Sachs tells its clients it is closing all trading recommentations in energy.
 For Iran to balance its budget, it needs $95 oil, according to the IMF. In the markets, only one asset class is deemed safe: the liabilities of highly-rated governments. 


US National Intelligence Council report says the era of US dominance is over. The four-yearly assessment makes a marked contrast with the triumphalism of the previous edition. “In the wake of the 2008 global financial crisis, the state’s role in the economy may be gaining more appeal in the world.”


Bush rushes through regulation to open up the Rocky Mountain states for oil shale exploitation (800,000 hectares, 2m acres) and other assaults on protection of wilderness areas. 


BP guilty of greenwash, says Fred Pearce. They say they spend $1.5bn pa on alternative energy, but that includes natural gas power plants and an “emissions assets” business. Even then it is all only 7% of the $21bn planned investment in 2008.

21.11.08.
Short-sellers still picking on banks, as Citigroup’s shares lose 20% of value in a day amid another front-page crisis of confidence. Citigroup waited longer than most to recapitalize. The FT reports “an almost complete lack of buyers.” 

Solar stocks continue to plunge faster than the general market. Year to date as of 21 November the S&P 500 had fallen 45.5%, but 24 of 28 quoted stocks more than a year old followed by Credit Suisse had fallen more than that, many of them more than 80%.
 (L)

22.11.08.
Banks are still not lending, and UK government says it will not rule out complete nationalisation. Those who so valued risk a short while ago are taking none. The FT reports that Darling is losing patience, and Brown’s office has not ruled out taking the lot under state control. The lead FT editorial is entitled: “Bankers must start lending – or else.” It comes close to saying that if they don’t start lending, the government should nationalise the banks.


The oil market has completely disconnected from fundamentals. As the FT puts it: “Do supply and demand even matter any more when the futures pits have become the tail that wags the dog?” Citigroup charts a 460% rise in futures and options positions on Nymex in the last four years, while real physical oil trading has grown only 9%.
 

California tees San Francisco Bay up to be electric car capital. State and cities say they will unite to spend to spend as much as $1bn on charging and battery-swop points. Better Place will install throughout the area. One of their pick-up batteries, to replace a flat one, will deliver around 100 miles, ideal for commuting.

Ocean Thermal Energy Conversion enjoys a revival. Lockheed Martin has a $600,000 DoE grant to develop an OTEC plant on Hawaii and Hawaiian company OCEES International plans to have am 8 MW and 1.25 million litre per day desalination plant ready on Diego Garcia by the end of 2011.
 (L)

Chinese study shows soil erosion will cut harvests in China’s breadbasket (north-east) by 40% within 50 years on current trends. In SW China, almost 100m would lose the land they live on within 35 years.

23.11.08.
Still there have been few apologies from the “monsters” at the top of banks to investors, says Will Hutton. Only UBS has invited any director to repay bonuses. Only outgoing RBS Chairman, Sir Tom Mckillop, has apologized to investors. Hutton recommendations for the UK pre-budget report include cheap (low billions) government insurance for all bank lending; and a national infrastructure bank like the one Obama proposes.


Machine developed that can extract water from household air. It uses the electricity of three light bulbs to condense water in the air and purify it with microbe-busting UV light, all in a three-foot diameter plastic half-dome attached to the wall. Element Four, the company responsible, exhibited it at the Wired magazine annual showcase of devices that can change the world. Bad news for the 30bn litres of water uselessly bottled every year at a cost of around $11bn. 1.5m barrels of oil are used just to make the plastic, according to the Earth Policy Institute. Sales price when it goes on sale in the spring: $1,200. If you buy bottled water, it would pay for itself in a couple of years.
 

24.11.08.
US makes biggest bailout in history, $326bn for Citigroup: an injection of $20bn capital and $306bn in guarantees for risky assets. Once the biggest bank, Citigroup had a market cap of 4153bn last year, and 20.5bn yesterday – an 87% collapse.


Furious Barclays investors vote for the banks Gulf fundraising, but only for fear of not destabilizing the bank and perhaps the entire sector.

UK pre-budget report takes £12bn tax gamble, aims for 10,000 jobs in £100m home-insulation drive, extends the Renewables Obligation to 2037, and allocates £3bn to boost infrastructure. The government intends to claw the tax back later, after recovery they hope, by measures including lifting the rate for those earning more than £150,000 p.a. They will borrow £78bn this year, £118bn next, bringing total UK debt to £1 trillion within four years. As the Conservatives furiously oppose this “tax and debt bombshell,” the political divide in the UK is now suddenly clear again. The stock market seems to favour the return of social democracy and the death of New Labour: it rises nearly 10%, the biggest ever one-day increase.

The recession means lower investment in energy infrastructure and worsening energy security, a CapGemina report says. This in turn will undermine the fight against climate change. The report says the EU will ned to invest €1m between now and 2030 to meet rising energy demand and climate targets. The big companies have already said they will review some and even all their investment, which totaled €70bn last year. Shares in utilities have fallensharply in recent times. Plans for offshore wind are under threat at Centrica.

Chemical industry expansion in Asia means huge oil demand, industry experts warns Energy Institute. Stephen Bowers says that Asia, in particular China, will create a global deficit of the vital feedstock naphtharequiring an extra 7.3 mbd of oil by 2012. In Saudi Arabia alone, a massive programme of petrochemical plant building will soon consume “all” NGL exports, currently almost 1 mbd.
 (L)

“Malaise and paralysis” grips Kuwait, according to the FT, notwithstanding the 10% share of global oil reserves. It is the only Gulf state to have bailed out one of its banks and its stock market has fallen steeply. Some traders are suing the government for failure to protect them.

PS20 power tower near Seville on course for February completion. More than a thousand mirrors, each half the size of a tennis court, are being positioned. They will generate 20MW of electricity, enough for 11,000 homes, at a cost of €80m. The 11MW PS10 plant, the forerunner, has been active for two years now. More than 50 CSP projects have been approved around Spain, capable of generating 2 GW by 2015 if all built. As the projects get bigger, the price falls, and analysts expect grid parity within a decade. The next stage for Abengoa, the Spanish energy company behind the plant, is a 50MW version that would give electricity day and night. 50% of the electricity produced during daylight is used to heat molten salt. Energy is released from the salt at night to drive the turbine. test so far show up to 8 hours of electricity can be stored by heating 28,000 tonnes of salt, in tanks, to more than 220C.

25.11.08. US injects another $800bn into the financial system. This time $200bn goes to consumer credit support, and $600bn for the Fed to buy up to $600bn of mortgage-backed assets. 

Total so far pumped into the system by the US government is $4.2 trillion, according to CNBC: more than WW2, taking inflation into account.

Chief Executive of Ofgem warns credit crunch will worsen energy security. Alistair Buchan says the high cost of borrowing for energy companies will have a long-term impact in supply. The soutern stream pipeline from Russia has already been delayed.

House of Lords economic affairs committee says the “dash for wind” worsens UK energy security, and will cost £80 per household. Nigel Lawson is involved in their report. There will be a supply crunch around 2015 as old coal and nuclear plants are phased out, they say. 

Ofgem CEO tells MPs that UK gas prices will become "very, very frightening." Alistair Buchanan cites a list of reasons, including our inadequate 10-12 days of storage capacity versus 70 days European average. The average gas and electricity and gas bill is now £1,303, and the gas part is not coming down, because suppliers buy their gas at fixed prices on the forward market, where prices are still high. VAT reductions do not apply because VAT is already 5%. Buchanan calls Ofgem a "toothless tiger." 
London targets mass insulation as new mayor commits to 60% carbon emissions cuts by 2025, the same target as the previous mayor. His team is studying the Kirklees system of interest free loans secured on peoples' homes, where uptake has been higher than it has been for the £199 energy audit survey available (9-5) for Londoners.

Scientists say an unexpected carbon-driven rise in ocean acidity threatens shellfish.  Water collected around an eastern Pacific island over the last 8 years by a University of Chicago-led team has acidified 20 times faster than scientists expected. The paper in the Proceedings of the National Acadmecy of Sciences describes research around Tatoosh Island off Washington State.
26.11.08.
Even the most bearish economic forecasters failed to see the full ramifactions of the credit crisis, Chris Giles says in an FT review. A few spotted aspects of it, but even Nouriel Roubini (“Dr Doom”, as he was dubbed) persistently revised his forecasts lower. A former IM chief economist, Kenneth Rogoff, says that the system tends to look on the bright side because “it is difficult to make a living (on Wall Street) as a mega-bear.”

UK climate bill receives royal assent and enters law, 80% cuts by 2050 and feed-in tariffs and all. Next week the climate change committee set up under the act recommends the first 3-5 year budgets.

Russia says it cannot rule out production cuts along side Opec. So says Energy Minister Sergei Shmatko at a conference in India.

27.11.08.
European carmakers ask Brussels for €40bn bail out. As unsold vehicles stack up in ports all over the world, car manufacturing plants will have an extended holiday over the new year, all over Europe. Smart car sales have risen 47% so far this year.


Scientific review shows global warming is progressing much faster than IPCC predicted. The PIRC report, released at a public meeting in London, fouses on the evidence from the Arctic.

28.11.08. UK government takes majority stake in RBS, of 57.9%. But Brown, while hinting at a tougher line on ledning, rules out a complete takeover of British banks.


Climate saboteur crashes 500MW Kingsnorth turbine for four hours, cutting UK emissions by 2% during the period. He broke in undetected across two razor wire fences and under closed circuit TV surveillance at 10 pm before tempaering with a computer control in the turbine hall and leaving a crude banner saying No New Coal. No has claimed responsibility and nobody has been arrested.

29.11.08.
Hydrogen may be one of those promising technologies always “just a few years away.” Hydrogen in fuel cells can be made from any energy source, but it only makes any sense in terms of carbon emissions if renewable sources of electricity are used. Even then, the energy losses in the fuel chain – from electrolysis, through compression of the hydrogen for use, to inefficiencies in the fuel cell itself – currently mean less than quarter of the input energy does any useful work on the road. In contrast, electric vehicles using batteries leave more than two thirds of the original energy for use on the road.
 (L) More detail in article.
Robot gliders have been sampling the Atlantic ocean since September looking at warming patterns. Launched in the Canaries by scientists from the NOC in Southampton, they can stay at sea for 100 days and around 3000 km between charges.

30.11.08.
Will Hutton says financial visionaries can lead us out of recession, and they should be heeded. One is Yale professor Robert Schiller, whose form of mortgage would take much risk out of borrowing. It is tailored to rising and falling income, factoring in the possibility of redundancy, so obviating the (two-way) risk of repossession. The borrower also insures their down payment and housing equity against loss. he also advocates “livelihood insurance”, and recommends an army of advisors to help people understand the case and take up new mortgages.

1.12.08.
Barclays Capital concludes that thin-film systems are already at grid parity in areas of high insolation, installed at $4 per Watt (for the whole solar system), even for today’s gas prices.
 

UK Climate Change Committee says UK needs an interim target of 34% cuts in GHG by 2020 en route to the 80% cuts in the energy bill, and 42% by 2020 if there is a global deal to cut emissions. Their first report, “Building a Low Carbon Economy,” says electricity generation is where the biggest scope for emissions reductions lie, and recommends 30% electricity from renewables by 2020. 40% of new cars would be electric by 2020. CCS rules must be “tough”, with all plants CCS-complaint by the early 2020s. The target goes further than EU law, and would involve personal greenhouse-gas budgets falling from 11.6 tonnes today to 7-8. It would cost around $15bn to do all this. The rate of emissions reduction would be 2.5% per year. The Green Alliance observes that reductions of more than 1% a year have only ever been achieved during significant recessions. The Guardian puts a positive spin on in an editorial on 2nd: “This was the day the government finally sized up the precise challenge it faces in mitigating climate change – and began planning how to meet it.”


Solar PV costs are 30-35 c/kWh in “areas of good irradiation,” Climate Change Committee asserts, arguing that it will take “several decades” if not the “late 21st century” for PV to be cost competitive anywhere, and perhaps never in the UK. They have it wrong, like the IPCC, which suggested in its last report that PV would not be commercialized before 2030. The PV industry, and many investment analysts, expect to reach grid parity in just a few years.


And on the same day:

UK government zero-carbon homes consultation says PV & best-practice energy-efficiency is the cheapest way to meet Code 3 of UK building regulations - ahead of any combination of other microgeneration plus efficiency - in every housing category (ie city infill flats and houses, market town flats and houses and urban regen flats and houses). The PV and energy efficiency combination at Code level 3 is cheaper than advanced energy efficiency measures alone and in most cases much cheaper than the renewable heat alternatives including solar thermal plus e/e.  Best practice e/e alone is obviously cheaper but gets nowhere near the 25% CO2 improvement required.  There is a similar story at Code level 4 with the exception of urban regeneration site properties where PV is marginally more expensive per dwelling than biomass CHP plus e/e, but still cheaper than all other options including e/e alone.  These findings are also based on an assumption of 0.43 kg CO2 saved per PV kWh, not current building regulations, which use 0.568.  Even allowing for that, the basic message is that PV is the cheapest renewable technology at lower levels of the Code to 2013 (by some distance).
 (L)
RBS, now 58% owned by the taxpayer, gives 6 month mortgage grace period before repossession. Other banks will have to follow. “Only Barclays, suffering the burden of the bail-out terms from its sovereign wealth fund investors, is likely to cling to the banking tradition of being providers of umbrellas except when it is raining.”

German solar company Centrotherm offers an all-in-one grid-parity crystalline silicon fab: a 347 MW-per-year factory, taking 3 years to build, that it says will be able to produce 16.5%-efficient cells with a manufacturing cost as low as $1.36 if sited in China, and $1.57 in the US. The factory, costing $915 million, is really five sub-factories, which could be located on separate sites. The polysilicon production, with a capacity of 2,500 tons a year, would best be located in an area of less-expensive electricity, for example next to a hydro-electric scheme. The module-production facility could be located in-market, to cut transport costs. Applied Materials and its main competitor, Oerlikon, offer thin-film factories capable of manufacturing cells at a cost of $1.27, at the time of writing. 

2.12.08.
Top EU officials soften position on carbon pollution permits. Germany, in particular, fears that chemical, glass, steel and cement companies must be given free permits if they are forced to compete with companies from other countries not subject to regulation. This would deprive governments of billions of euros in auction revenues that potentially could go to green energy.


Big 3 US carmakers travel by hybrid car to DC to beg for a $34bn bailout package. Last month they used their corporate jets.

3.12.08.
Oil has now fallen $100 in the past five months: to below $47 at close of business today, the lowest level for three and a half years.
Gulf ministers say the world faces a supply shock if the oil price stays below $70. Qatar’s energy minister Abdullah Bin Hamad Al Attiyah says that investment in capacity expansion will be cancelled below that level. He echoes similar sentiments from the King of Saudi Arabia and his oil minister recently, when they identified $75 as a fair price for oil. Opec will cut production for sure in December, at a meeting in Algeria, Al Attiyah says. It deferred a decision at its November meeting.

America, having faced a $1tn housing-collapse debt bill, must soon face the credit card bill. Accounting changes next year mean credit carb debt must now appear on balance sheets. BoA, Citigroup and JPMorgan currently hold more than half their credit card debt away from view. Oppenheimer and Co believe they will have to devote as much as 42% of their new capital to credit card debt. Will the $178bn the big six banks have raised - $100bn of it from the Tarp – be enough? Indeed, will the $350bn left in the Tarp be enough? Other debt is still off the balance sheets: fully $1.2tn including credit card debt at Citigroup alone, $735bn at JP Morgan, and $73bn at BoA.

All-electric Mini unveiled at BMW’s HQ in Munich this week. It has been two years in the making. The 95mph top-speed model can do 150 miles on a full charge. 500 will produced at first, for trials in California, New York and New Jersey.

4.12.08. 
Merrill Lynch warns oil price could dip to $25 in 2009 if the recession spreads to China. In their main scenario, oil will average $50 next year.

Spread between oil spot price and one-year futures contract is at highest level since trading began 25 years ago. This spread, known among oil traders as the contango, is $13.50 (c.$46 to just over $60). In normal circumstances arbitrage by traders brings the forward price down, narrowing the contango. In the current abnormal circumstance, although the contango greatly exceeds the transaction cost (cost of storage and capital) traders cannot secure loans to finance the storage.

The rush to government bonds may become part of the problem, experts say. Returns have fallen to record lows around the world as investors have piled in. Interest rates could be pushed higher because the pool of investors is small, and countries will compete to sell their debt. The UK plans to issue £146bn of Treasury gilts in 2008/9, up from £58bn in 2007/8 ….and up from single figures ten years ago. Of the UK’s total public debt of £651bn, almost £500bn is in Treasury gilts, of which £230bn are held by insurance companies and pension funds, and £167bn are held overseas.


Welsh offshore windfarm, to be second biggest in world by 2014, gets go ahead. The 750MW Gwynt y More farm off North Wales will be built by npower, and will be second only to the 1GW London array. It will use 3 and 5 MW machines with rotor blades of up to 130m. Construction will take three years, from 2011. Wales now has a target to source all Welsh electricity from clean sources by 2025. Note: UK overtook Denmark in October as lead offshore wind generator (590MW vs 423MW). 

Project Better Place signs up Hawaii for electric cars. The idea is the same as California’s, with tests from 2010, and a full network by 2012. 

Nuclear industry has grown “sexy”, according to the AEA Chairwoman Lady Barbara Judge. “Atomic was a dirty word but now it is certainly a sexy one,” she tells a nuclear industry conference in London. But other officials admit its costs are rising. Flammanville is already 20% over budget. It will now cost €4bn (£3.5bn) at 2008 prices, up from €3.3, as a result of rising materials and regulatory impacts. Its electricity will now cost €54 a megawatt hour, up from the €46 claimed in 2006.

5.12.08.
Biggest weekly oil-price drop since 1991: 25% down, to $42. US gasoline falls below $1 a gallon, and Merrill Lynch says the price could fall to $25 if China’s economy goes into recession. There have beeen more than half a million US job losses in last month.

Honda pulls out of Formula 1 motor racing, with falling sales no longer justifying the expense. With others rumoured to be considering similar retreat, the whole circus is under threat. 

A further Bank of England 1% interest rate cut is not passed on by the banks, who are now on collision course with the government. 

6.12.08. 
Microfinance guru Muhammad Yunus in conflict with fast-growth microfinance institutions. The Nobel Prizewinner claims the philanthropic movement he spearheaded is in the process of being lost to profiteering, because institutions like Mexico’s Compartamos are charging APRs of 100% and more. Note: The global microfinance movement now has more than 3,000 institutions with some $25bn of loans in place among some 125-150 million customers, but still serves less than one in ten of the several billion who lack basic life-improving facilities. Compartamos turned a $6m investment into a billion-dollar company (via an IPO in April 2007) in less than a decade. Deutsche Bank entered microfinance in 1997, Citibank in 2005, and JP Morgan in 2007. Barclays has a microfinance inititative in Ghana. An FT article by Tim Harford criticises the movement for not being transparent enough, and not having done enough rigorous trials of what works best within the 100% philanthropy through 100% commercial spectrum of options.
 (L) More details in article.
Peer-to-peer lending takes off as banks continue to sit on their money. Zopa.co.uk recently reported that it has 222,000 members online, lending nearly £30m to each other with returns averaging 10% and a default rate of just 0.16%. A peer-to-peer online internet service wins the FT “Next Big Investment Idea” competition. Winner Jeff Norton aims to link high net-worth indivuals who don’t want to risk investing in shaky markets with professionals possessing good credit ratings but unable to borrow from banks. The bank is cut out: an untrustworthy intermediary no longer needed. The investor lands a bigger return than a bank deposit would give him, and the borrower a lower interest rate than the bank would give him, even allowing for the cut on the spread thaken by the facilitator. One research firm suggests $647m of peer-to-peer loans are now in play worldwide.

8.12.08
Solar industry leaders tell climate summit that solar PV can make major contribution post-Kyoto. Many governments have not yet fully understood the potential of solar PV. A McKinsey study shows solar generation costs at grid parity (10-12 cents per kWh) in at least 10 markets by 2020, aand EPIA believes this will be the case in most European countries – even the cloudy ones – by 2020. Zhengrong Shi, Suntech CEO, says crystalline solar PV prices can reach 18-20 cents per kWh by 2012 ($4W). China has incubated many solar companies, and now has a national renewable energy standard of 15% by 2020, with a commitment to invest $180 billion in renewables by 2020. Mike Ahearn, First Solar CEO, says his company has lowered the cost of module manufacturing by two thirds in the last four years, and will reach grid parity in many areas within 2-4 years. Over half the states in America now have renewable portfolio standards. Note: First Solar has introduced the industry’s first comprehensive collection and recycling programme for solar modules. 


Climate protestors occupy the runway at Stanstead, briefly shutting the airport down and causing cancellation of 52 flights, amid passenger fury. 54 of the young activists from Plane Stupid are arrested.

9.12.08.
Shrinking Gazprom will increase investment in development to $33bn in 2009, up 10% from this year. Deputy Chief Executive Alexander Medvedev: “American vampires drank the blood from their financial system and tried to infect countries all over the world. As a result, many banks are “not performing their function”, and capital is very difficult to come by. Gazprom can meet its own needs for the time being, he says. But when the North Stream and South Stream projects come up for financing (the North Stream is due to come on stream in 2011)  “we hope to find some banks that have not being vampirised.” Gazprom was the third largest company in the world in June, valued at $350bn. Today it is 35th, valued at $100bn.

11.12.08.
Petrobras bullish on prospects for pre-salt oil, but refuses to speculate on ultimate size of the finds. It has released estimates for just three of dozens of oil fields: Tupi at 5-8 bn barrels, Iara at 3-4, Jubarte at 1.5-2. The oil lies under 7 km of water and rock, including thick and hard to penetrate salt. The company dismisses repeated doubts about its financial and technical ability to deliver, given the financial crisis, and the moribund state of Brazil’s shipyards as a result thereof. Chief executive Sergio Gabrielli says the company is talking with the Chinese about a $10bn loan in exchange for guaranteed supplies.
 


German finance minister says Gordon Brown is guilty of “crass Keynsianism.” Peer Steinbruck’s unprecedented attack on the idea that the UK has the right model comes from a social democrat, to the joy of British conservatives. The argument is polarizing into two camps: the “spenders” (Brown, Obama, Sarkozy) and the “savers” (Cameron, Merkel, Hu Jintao). Quite why the Germans should attack their third biggest market at this fragile time is not clear, thought the reason for their frustration can be understood. Brown allowed British banking “assets” to rise from two times GDP to more than four between 2001 and 2008. Sitting on this mountainous bubble of dodgy credit, he then lectured the Germans on how they should follow the British/American model.
 

Savage selling of sterling this week suggests the City has little faith in Brown’s £20bn VAT gamble. Short-sellers force the pound to record lows against the dollar and euro.

12.12.08.
27 EU leaders agree a “20:20:20” climate deal in Brussels, (20% emissions cuts by 2020, 20% renewables in the energy mix, and 20% improvement in energy efficiency) after hard negotiating by Poland, Germany, and Italy leads to big loopholes in the emissions trading scheme. As a result, heavy industry will be granted exemptions – effectively multi-billion euro windfalls – for free permits to pollute from 2013. The agreement also involves cutting emissions from cars by 19% by 2015, keeping a target for “sustainable” biofuels, and provision for 12 CCS projects (with doubled funding, after British prodding). Sarkozy, in has last blast with France in the presidency, claims a historic victory, and says that European leadership in fighting climate change has been underpinned. Environmental campaigners talk of “huge loopholes”, un-necessary complexity, and say the EU can no longer claim the ETS will be a major factor in emissions reductions, or that the US and the rest of the world will follow: the serious work in cutting emissions will now have to be done by renewables and efficiency. The decision will be turned into four laws next by the European Parliament: one to amend the ETS with new rules for the next phase from 2013, a second on effort sharing within the Union to cover areas not involved in the ETS (construction, transport and agriculture notably), a third on the the renewables target and how it divides into national targets, and one on CCS co-operation. Note: the trading system was supposed to raise €55bn for renewables etc, or so the Commission figured. It won’t now. Also, firms can still offset around half their emissions burden via offsetting in developing countries.


Poznan climate summit ends without any progress on global emissions curbs. The negotiations are effectively in abeyance waiting for signals from the Obama administration, once it takes over.


UK Treasury recently vetoed a proposal to install energy-saving gas and electricity meters in every household as part of the UK’s economic stimulus plan. So claims Philip Stephens in an FT op-ed, citing this as an example of their “scorn” for all greenery, especially that involving control of taxation and spending. He also claims Brown is muttering that Ed Milband is paying too much attention to climate change and not enough to energy security.

Senate rejects US auto bail-out and White House, reversing policy, says Tarp can be used in last ditch rescue effort. $14bn will be used from the $700bn fund. Paulson has $15bn left from the first tranche of $350bn. The Bush administration blinks, taking the view – as the Press Secretary Dana Perino puts it - that “the currently weakened state of the economy is such that it could not withstand a body blow like a disorderly bankruptcy in the auto industry.”
 

Joseph Stiglitz argues Chapter 11 is the right way for the Big Three to go. It is designed to give them space and time to restructure and modernize, including for low-emission products. Meanwhile the $34bn bail out they has asked for is widely considered inadequate, with a truer estimate being closer to $125bn. ust a few months ago Bush was arguing that wasn’t enough federal money for health insurance for poor children, even though it would cost only a few billion dollars.
 

UK banks are “undercapitalized hedge funds with liabilities big enough to destroy the solvency of the British state,” says Martin Wolf in an FT op-ed. They enjoy a state-sponsored licence to create money, and this should never allow them to become a strictly private business. The regulators have totally failed to protect the risk takers of last resort. The banks have been allowed to build up assets almost 4.5 times GDP by 2008. Their average leverage along the way has been 33 to 1, with a range of 13 to 60.

Goldman Sachs, once projecting $200 oil, now sees $45 oil in 2009. They see demand falling by 1.7 mbd in the first quarter. The team which correctly called the original ascent above $100 says an inevitable switch from demand destruction to supply destruction beyond will inevitably cause a rally.

House of Commons Business and Enterprise Committee warns of looming energy crunch. Just as the government has intervened to save banks, it will have to do so for energy companies, the all-party committee of MPs says in a report. Generating capacity equivalent to nearly a third of current electricity demand will be made redundant by 2020 and need to be replaced. The committee wonders how companies will raise the finance: particularly the nuclear industry.

Calls for a green new deal now span the political divide in the commentariat. Camilla Cavendish in the Times, who has been advocating a green new deal in just those words for some time, today wonders where else the jobs are going to come from, other than by “turning up the green heat of technology.”

Demenzes Coroner instructions jury not to return an unlawful killing verdict. But the jury rejects the testimony of the Metropolitan Police officers who did the killing. The Met’s shoot-to-kill policy remains in place, and the officers return to front line duty.

13.12.08. Stalled Poznan climate summit ends without significant progress. UN chief negotiator Yvo de Boer says “serious negotiations must begin now.” 


New head of Global Carbon Project says it is already too late to stop a 2C global temperature rise. French scientist Philippe Cais says in Poznan that minister after minister is wrong to say that 2C guarantees avoiding dangerous climate change, and that 50% emissions cuts by 2050 will do the job. He also sounded the alarm about as-yet unpublished data showing a surge in methane concentrations in 2007, traceable to warming in the Arctic, where the vast amounts of methane below the melting permafrost pose the threat of an unstoppable process. “It is too early to say if we have passed that threshold. But once it is passed, even zero emissions of CO2 won’t stop the warming.”
  (L)
14.12.08. $5 trillion (£3.3 trillion) wiped off pension funds since the beginning of the year in the 28 richest economies, so the OECD calculates. Almost half this hit was in the US. The demographic time bomb is now ticking even more loudly.

Oil jumps above $50 as analysts predict at least a 1 mbd cut in production when Opec next meets later this week. Saudi Arabia has already cut by 8%. Russia has said it will co-operate, and is attending the meeting.

Bernie Madoff, supposed investment genius, admits his $17bn fund is “one big lie”: the world’s biggest financial fraud. He tries to siphon off $300m before it collapses with losses of at least $50bn, the FBI says. The fund, which yielded suspiciously smooth 10-12% returns, was in fact a “Ponzi scheme” where funds raised from a continuous stream of new investors attracted by the returns were used to finance “returns” to, and withdrawals by, existing investors. The long list of those taken in – in the US, Japan, UK, Spain, France, Switzerland  and Italy - include Banco Santander (€2.3bn loss), RBS, HSBC, and famous investment star Nicola Horlick’s Bramdean. Globalised capital means globalised fraud: Santander’s losses are mostly (more than €2bn) money invested for institutions and private banking clients outside Spain. Bramdean’s losses, fully 10% of its value, include investments for local authority pension funds. The fraud unraveled because too many investors, needing money, wanted to withdraw $7bn, leaving Madoff unable to meet redemptions. The chairman of the Commercial Fraud Lawyers Association says “this is the tip of the iceberg.”
 I watch a youthful investment manager of some sort sort tell BBC breakfast news that “because of the crisis, people are paying more attention.” 

15.12.08.
Obama signals seriousness of intent on climate change with green appointments. Carol Browner will be climate “czarina”, and Steve Chu energy secretary. Chu, a physics Nobel Laureate, is a major renewables advocate. 20.12.: John Holdren joins the team as director of the White House Office of Science and Technology.

Australia sets disappointingly low greenhouse-gas target: 5% by 2020 (all gases), and 15% if there is an international agreement. Kevin Rudd says the target is still en route to his 60% by 2050 target, is relative to 2000 levels, not the easier 1990 levels, and is tougher then the EU target on a per capita basis. Industry is relieved. The scheme envisaged will be hinge on the world’s broadest emissions-trading regime.

In an interview with the Guardian, Fathi Birol says he expects conventional oil to plateau by 2020. This projection for assumes Opec invests “in a timely manner.” The Guardian presents this as a big news story, but in fact it is less concerning than what Shell is saying in the ITPOES report: overall plateau by 2015. George Monbiot notes that the Hirsch report says will need 20 years of proactive mobilization before peak oil in order to prepare for it.

A dozen European banks admit to $10bn+ exposure in Madoff scandal. The FT rages in an editorial that this makes the case for change in the hedge fund industry all the more pressing: as much as 1% of the industry’s total assets were in Madoff’s “funds” at any one time.
 Madoff’s books were audited by an obscure three person firm. The SEC looked at them in 2005 and 2007 and found only three minor trading transgressions on the first occasion.
 The Guardian learns that the Serious Fraud Office is looking at two suspected London cases.
 
Slowdown threatens energy-sector investments, Ofgem’s chief executive Alistair Buchanan warns, including the £100bn-plus that energy companies figure will be needed to keep British lights on and boilers fired in the decades ahead.

An impossibly brave Guardian journalist interviews Taliban in the Afghan front lines, reporting swelling numbers, spiraling stockpiles of weaponry, high morale, and a militia motivated by religion, not al-Qaida. Says one: “we yearn for fighting the kafirs (unbelievers). It is a joyful thing.” Says another: “Bin Laden should have respected the oath of allegiance he gave to Mullah Omar and he should have respected his authority as the Emir and not undermine the Islamic state.”

16.12.08.
Fed slashes US interest rates from 1% to near zero. The world enters uncharted waters as fears of deflation grow. The Fed is also considering the printing of money – the “helicopter drop” - worrying more about deflation now than the inflation that would likely result later. Martin Wolf: “Avoiding deflation is easy: achieving stability thereafter will be far harder.”

With the Chinese economy in trouble, riot police contain demonstrations by laid-off workers in southern China. The economy needs to grow at around 8% to keep employment up, it is generally held. The Chinese fear the growth of protectionism, especially in Europe, its largest market. The Chinese Communist party has survived the collapse of communism, and is now being tested by capitalism’s potential collapse.


50m barrels of oil go into storage in supertankers as glut bites. This is much more expensive than storage onland. As many as 25 supertankers hold around 2mb each around the world, in total enough to meet France’s imports for a month.

17.12.08. Opec agrees a production cut of 2.2 mbd, on top of the 2 mbd already pledged, but price stays low. Russia says it will cut a further 320,000 bd if low oil prices persist. At a summit in Oran, Algeria, the cartel says that they have already cut 1.7mbd, with Saudi contributing 1.2 of that. Traders remain skeptical that the cartel will be able to do the whole 4.2 mbd. The oil price remains close to $40. 

Bank of England considers even larger interest rate cuts, sending pound close to parity with euro. It also says that further capital injections may be needed.

Annual Russia-Ukraine gas negotiations once again are full of tension. The three issues are price (Russia wants $400 pcm, close to Germany’s rate), unpaid arrears ($2.4bn, Russia says), and intermediaries.

18.12.08.
Oil price falls to its lowest point for 4.5 years, $39, suggesting that Opec has lost all clout, undecided whether to make deeper cuts yet, or accept defeat.

19.12.08.
 As oil price falls under $34, Brown promises action in 2009 to improve regulation of oil trading. The US Department of Energy does not share Brown’s view that futures trading affects the price. The Opec secretary-general, meanwhile, says PM Brown is confused about the reasons for oil price volatility, and suggests he reduces taxes at the pump instead of criticizing Opec. 

The Bush administration’s $17.4bn bail-out for the US auto industry has strict job conditions. GM and Chrysler get a 3 month reprieve with it, but must cut wages and benefits to Japanese levels. The companies must prove they can be financially viable by end March. The funds will come from the $700bn TARP.

Four banks pay out £6.4bn in bonuses this week despite the sector’s huge losses: Goldman Sachs; Morgan Stanley, Merill Lynch and Dresdener Kleinwort.

21.12.08. The UK government will not ban coal-fired power plants while it is developing CCS, says the energy secretary Ed Miliband in an FT interview. He attacks the Tory intention not to build coal stations until CCS has been developed as “knee jerk.” Miliband will do the developing of CCS as quickly as he can, he says, but in a depressing indication of timescale adds that his department was created as “a recognition that in 20 years time we’re not going to be building unabated coal-fired power stations.”

22.12.08.
Obama administration plans biggest economic stimulus programme in US history, aiming to create 3 million jobs, with wind, solar and a grid capable of transmitting renewable electricity high on the list. The $675-775bn pledged is far higher than the programmes in the UK, China and Japan. 1.5 US jobs have been lost in 2008, with 4m more at risk (which would mean 9% unemployment).

Centre-left critique of the financial crisis is failing to emerge in the UK. The Marxists have one (this was capitalism’s last roll of the dice), the Greens have one (its all about the unsustainability of growth), but Labour just seems to want to get us back to where we were before the catastrophe struck. Moreover, the US has Krugman and Stiglitz. There is no critical economist of their standing in the UK. The critique should focus on a few areas, says Larry Elliot. One is finance: nationalize the banks, establish credit controls, and act against tax havens as a minimum. The second is housing. The idea that the private sector can build 2 million houses is dead. Government should buy up their land banks, and organize its own house-building programme. Finally, the centre left has to set out its own vision of a viable society. Or else it is finished.

23.12.08. Hosting his emerging “gas OPEC” group in Moscow, Putin tells West “the era of cheap gas is over.” Twelve gas-producing countries attend his meeting. 

UK government buildings emit more CO2 than the whole of Kenya, an internal audit of 9,000 buildings shows. Only 55 are A graded. Almost half are E, F and G rated. One in six are G-rated, the lowest possible ….including the Department of Energy and Climate Change. The Palace of Westminster is one of the most polluting buildings in the land, a G rated building pumping out 11,983 tonnes of CO2 p.a. The public sector spends an estimated £4bn on energy, and most of it is evidently wasted. And GHG have to be cut 34% by 2020 across the UK economy, with all new public buildings zero-carbon by 2018.

Hedge fund boss who invested $1.4bn with Madoff commits suicide. Thierry de Villehuchet of Access International couldn’t cope with the pressure of the scandal, relatives say.

Madoff “feeder funds” were backed by billions of dollars of loans from HSBC, RBS and others. Madoff eschewed the 20% cut charged by most fund managers on profit. He only charged feeder funds commission on his trades. Not everyone was taken in: Jim Hedges, and asset manager, chose not invest because he smelled a rat. He says Madoff simply couldn’t explain how he did it, when asked. “He made little conversation – he looked interested in ending the meeting as soon as possible.”

25 financial companies are under federal investigation in all. The FT reviews the fallen giants of finance, and their huge rewards for catastrophic failure. Richard Fuld of Lehman and fellow executives have been subpoenaed by federal investors to answer questions about whether or not they misled investors in the run-up to bankruptcy.
 More detail in article (L). 

24.12.08. Japan will reintroduce solar subsidies from January. Stung by the fall of Sharp and Kyocera in the global league table after METI withdrew subsidies from the domestic market in 2006, the government will table 9 billion yen (almost $100m) in the first quarter of 2009 and has 20 billion in the budget for the financial year beginning in April. The rate will be 70,000 Yen per kW (almost $700). The government plans to have 70% of new homes solar-equipped by 2020.
 


Senate Armed Services committee releases a report showing torture trail leads direct to Rumsfeld, and cannot be ascribed to a few bad apples. The bipartisan report came out two weeks ago, after 18 months work, with John McCain as an author. The report’s first conclusion: on 7 February 2002, “President George W. Bush made a written determination that Common Article 3 of the Geneva conventions, which would have afforded minimum standards for humane treatment, did not apply to al-Qaida or Taliban detainees” This opened the door for torture, the committee concludes. Note that Cheney told Fox News that if the President did anything he wanted during war to protect the country, that was legal. Nixon had said the same thing to David Frost in an interview. Cheney began his career in Nixon’s White House. Bush and his cronies must face a day of reckoning, Jonathan Friedland argues.

26.12.08.
Five British bishops argue that the UK government is “morally suspect” in trying to reassemble a debt-based economy. A German churchman, meanwhile, has accused Deutsche Bank of “immorality” in insisting on a 25% return from equity deals. These churchmen are the first establishment figures, that I have seen, to question the wisdom of trying to reassemble to original pre-credit crunch economic model.

29.12.08. 262 UK wind projects, totaling 7GW, still wait planning permission in a red tape logjam. This plus rising construction costs places the government’s 15% renewables-by-202 climate-change goal at risk. The wait time is measured in years, and is slowing, says the BWEA. To get 15%, the BWEA calculates 30GW of capacity is needed, perhaps 20 offshore and 10 onshore. The ttotal to date: 2.5GW.

30.12.08.
50:50 second-generation biofuel completes successful test flight. An Air New Zealand jumbo tests one of its four engines on the mix, from a jatropha-derived biofuel that does not compete with food crops, for two hours. The engine does not require modification. This is the world’s first jatropha-fuelled flight. Ethanol cannot be used because it freezes at high altitude, quite apart from net-energy and food-politics considerations. Next week Continental plans to test-fly a biofuel based on algae.

31.12.08.
Stock markets suffer worst year on record, with $14 tn (£9.7 tn) wiped off the value of shares. The FTSE lost almost a third of its value: 31%.

Green energy projects are being cancelled as the credit crunch bites. The New Energy Finance index fell from a high of 450 points a year ago to 175. T Boone Pickens slammed the brakes on his Texan wind projects in November, and Q-cells reports a flood of cancelled projects. But most experts remain bullish.


Jim Hansen writes a personal to Obama to act fast on climate change. He advises against reliance on cap and trade: too many countries will wriggle out. His three main recommendations: outlaw coal plants without CCS, instigate a carbon tax and 100% dividend (tax the carb at source, and redistribute to income to taxpayers favouring those with low carbon footprints), support research on fourth generation nuclear plants.

1.1.09.
Russia cuts gas supply to Ukraine. Gazprom CEO Miller says supplies to Europe will not be affected. (They were the last time this happened, in 2006, briefly dropping 30% or more. 25% of European gas comes from Russia, 140 bcm pa, 80% passing through Ukraine). This time there are no howls of protest from Brussels, for several reasons: there has been much advance warning, Ukraine has rejected a price less than half paid by the west (so Gazprom says), and probably because Gazprom is now a wounded giant $50bn in debt …and needing the revenue to finance development of new fields in Siberia, plus the Nord Stream (under the Baltic) and South Stream (under the Black Sea) pipelines direct to the EU market. Ukraine won’t freeze immediately, having 28 bcm of storage, enough for 3 months. 20% of EU gas is delivered by pipeline from Russia across Ukraine. The UK will import 50% of its gas in 2009, and only around 2% (at the moment) comes from Russia. The UK has only 15 days of storage capacity. Energy suppliers say the uncertainty could lead to delays in the domestic price cuts expected as a result of tumbling wholesale gas prices.


First commercial parablic-trough solar-thermal power plant in Europe begins operation in Andalucia. The three Andasol plants south of Grenada each comprise 2 million km2 of reflectors. In each plant, ninety kilometers of absorber tubes hold 2,000 cublic metres of heat exchanger fluid at 400 degrees C, which is carried to the steam generator. So the plant can operate at night as well, two salt reservoirs are used, containing 28,500 tons of liquid salt in all. A “cold” container holds salt heated to 292 degrees C and a hot one is at 386 degrees C. These lock up enough heat to run the turbine for 7.5 hours. Three plants are due to be complted on the site, each of 50 megawatts, each capable of supplying up to 200,000 people, and each costing some €300 million. At the first, the salt storage system began operating in November 2008. The second is under construction and the third is planned.


More than half all cleantech VC investments went into PV in the first three quarters of 2008. The total cleantech investments by VCs was $3.3bn, up from $2.5bn for all 2007. The total solar PV investment by VCs was $1.7bn, up from $757m for all 2007. That said, investments fell in the final quarter and are expected to be lower for 2009.


Solar PV looks set for a rough year. News of delayed expansion plans, layoffs and businesses failing is rife. Photon’s consulting unit believes that almost three-quarters of thin-film manufacturers could be driven out of business this year. On the other hand, none of the top 20 manufacturers – responsible for more than 80% of the market - is stopping production. The global installation total for 2008 looks like being 6 GW, and production higher still. Germany salone should be 3GW in 2009, if factory-gate module prices fall to €2 ($2.54). 1.15 GW was installed there in 2007, and total cumulative installed PV power was 3.95 GW at the end of 2007.
 


Sempra completes a 12.6 MW PV farm producing “the cheapest PV power ever,” and aims for a 500 MW plant on the site (the biggest anywhere at the moment is 60MW in Castile La Mancha). The details of the PPA are confidential. The modules are from First Solar, manufactured at a cost of $1.08 per watt, 10.7% efficient. A San Diego plant installed in 2007 which is delivering electricity at 12 cents per kilowatt hour on a 20 year fixed-rate contract. The market referent price for gas in 2008 was 11.12 cents per kilowatt hour. One plant in Southern California, a 7.5 MW First Solar plant for SCE, is delivering at or below the MRP for 2007 of 9.7 cents per kWh, under a 20 year contract. This is the only plant so far to be delivering solar electricity cheaper than gas-fired electricity.

Many solar companies will not survive the recession, meaning a peak in solar company numbers. Many silicon new entrants, c-Si mid-stream producers, and smaller thin-film producers will go under, especially if they have significant cash needs, Michael Rogol and his colleagues at Photon Consulting predict. This means a peak in company numbers (to add to the peaks they recognise in annual volume growth, prices, OP margins, and traditional electricity market-share). Nearly all the 20 largest companies, providing 80% of the market, will probably survive though, and the sector will continue to expand rapidly in 2009.

2.1.09.
Three EU states report that Russian gas deliveries via pipelines through Ukraine are falling.  Hungary, Poland and Romania find falling pressures, in Romania’s case entailing a fall in supply of 40%. Gazprom accuses Ukraine of stealing gas and says it will deliver extra via Belarus. The weather is milder than in 2006, which ought to help, as will the reduced demand resulting from the slowdown. The likelihood of falling gas prices will help Ukraine to afford gas, and negotiate a long-term contract, obviating the annual pantomime.

UK banks cut savings account rates to as little as 0.1% over the holiday, lower than the inflation rate, The average interest rate for a new fixed-rate savings account is now 3.4%, down from 6% a year ago.
 Meanwhile still the banks resist the PM’s insistence that they start lending again: they have further reduced the amount of credit available. 

Equity Bank in Kenya grows by targeting the unbanked poor, previously overlooked by Barclays and others, who targeted the middle class. Using microloans backed by unusual guarantees – groups of neighbours vouching collateral, or matrimonial beds in the case of women-  Equity Bank loans as little as £5 to its 3 million customers, and he still grown to be one of the leading companies on the Nairobi Stock Exchange. Its default rate is 3%, compared to an industry average of 15%. Unlike Grameen Bank, which has used donor funding and state subsidies, Equity bank is entirely commercial. It has grown to £21m EBIT fast enough to attract UK VC firm Helios Investment Partners to take a 25% stake. It has more than a hundred branches, and uses armoured trucks as mobile branches in the far rural areas. The typical savings account is £100. Its competition at the moment is the mattress, but Barclays et al are taking notice.

3.1.08.
An explosive rally of stocks is possible because record amounts of money sit in bonds and cash, says John Arthurs. Such a rally occurred in 1932 ….before another fall.


Suicides have started, and mental health professionals report a surge of concern among clients about the credit crunch. The COO of the Olivant hedge fund threw himself under a train in September. An HSBC banker hanged himself before Christmas.

Jailed Abu Ghraib soldier shows no remorse. Had Lynndie England changed her view after her year and a half in jail, an Observer interviewer asks her at her home in Fort Ashby, West Virginia. She shakes her head. “They were the enemy. I don’t want to say they deserved what they got, but they ….um.” Locals in her local bar still congratulate her for her actions. One says she should have castrated the Iraqis. The officer in charge of Abu Ghraib at the tine, Brigadier General Janis Karpinski (later demoted to Colonel), estimated 90% of Abu Ghraib’s detainees were innocent.

4.1.09.
Ukraine gas row leads to European shortages as Gazprom says it will sue Ukraine, and vice versa, in the international arbitration court in Stockholm. Poland is worst affected, with an 11% drop. The Czech Republic, Bulgaria, Romania and Turkey are also affected. Note: The long-term contracts between Gazprom and the west are linked to oil prices, with a 6-9 month lag. Hence the current sky high price of $450, which should fall tracking the now-low oil price. Gazprom asked Ukraine to $250 originally, they said $201-11 max, and then Gazprom started airing the $450 figure.

UK PM unveils plan to create 100,000 eco-friendly jobs in “new deal.” Gordon Brown says he has been reading a book on the depression, and Roosevelt’s efforts, over the Christmas break.


“Wireless power” devices unveiled at International Consumer Electronics show in Las Vegas. Untethered lighting will be among the first commercial “WiTricity” products, proponents say. One Silicon Valley company, PowerBeam, has a system that turns electricity into an invisible laser, and beams it as heat across the room to a solar cell that converts it back into electricity. At present it can beam 1.5 watts to a solar cell 10m away, enough for an LED but not a laptop. The co-founder talks of scale-up potential and says: “we’re going to delete the word recharge from the dictionary.”

5.1.09.
None of the main Wall Street investment banks invested with Madoff, it turns out, because they had reservations, in one case going back 8 years. But they did not talk to regulators, or warn off other investors. They did not want to offend big investors who had huge investments with him.

Another bubble may be brewing, in bonds.The market in US government bonds is surging. Ten year Treasuries yielding little more than 2% are massively inflated. This potential bubble is motivated by fear, not greed. Investors are trying to insure themselves against deflation, and the Fed is giving them support by saying it will consider buying government bonds back as a tool to fight deflation. So says Edward Chancellor, a member of GMO’s asset allocation team, in the FT.

Global oil and gas exploration and production investment expected to fall 12% to $400bn in 2009, Barclays Capital Resources say. They surveyed 357 companies.

6.1.09. 
European gas supplies from Ukraine drop further, and Germany warns they could collapse rapidly, leaving Europeans to freeze in their homes in the coldest spell of the winter so far. Supplies to the southern countries drop by two thirds and disruption is spreading west, including Italy and France, where GDF Suez reports reductions of 70% from Ukraine. Slovakia declares a state of emergency. Bulgaria moves to open a nuclear plant. Russia and Ukraine continue to blame each other: Russia says the Ukrainians have turned off 3 export pipelines, Ukraine says Russia has stopped pumping gas into three of four pipes.


Renewed attention focuses in Brussels on the Nabuco pipeline plan: 2,400 km of pipe from the Caspian, bypassing Russia to the south, carrying 31 bcm pa, costing €8bn. Construction, supposed to start last year, has been delayed to 2009, then 2010. It is due to start pumping 2013, hoping for Azerbaijani gas, for which Gazprom is also bidding (the Caspian field Shah Deniz II comes onstream in 2013). Half goes through Turkey, on paper. The Turks are insisting on a discount that could wreck the economics. A European Council of Foreign Relations analys says: “It’s simply not credible” to build a pipe and expect gas to flow in it.
 A lot more detail in this article.

7.1.09.
Russia turns Ukrainian pipelines off and tens of thousands of Europeans shiver in unheated homes in sub-zero temperatures, mostly in eastern Europe, where industrial firms have started shutting down production. Gazprom, which normally ships 300-350 m cubic metres a day via Ukraine, is now sending 150 thousand cu m a day via its Yamal pipeline, and 50 mcm via its Blue Stream pipeline to Turkey. The EU agrees with Russia and Ukraine that EU inspectors can look at gas flows either side Ukraine to verify who is turning off what.

UK energy companies divert gas back through the interconnector to Europe. Wholesale prices are up 26% in 3 days, meaning consumer prices in UK are less likely to fall. Concerns emerge about Big 6 UK companies being foreign owned: having made hay in our free markets (much freer than in mainland Europe) they will now return gas to their homelands. E.ON part owns the interconnector.

Martin Wolf in the FT: “This is the year in which the fate of the world economy will be determined, maybe for generations.” He cites recent academic studies. One shows that banking crises tend to be protracted, with output declining on average for 2 years. Asset market collapses tend to be deep, with house prices falling on average 35% over 6 years, equity prices dropping 55% over 3.5 years on average, and unemployment rising 7% over four years. The big problem is that the chronic deficit countries have impaired ability to deploy tradeable goods and services. The big surplus countries, especially China, have the reverse. The inevitable leap of demand from deficit to surplus countries, when accompanied by by collapsing private spending as now, makes it difficult for the US to save its own economy, much less those of the rest of the world - as it has done historically in other crises. The fiscal boost will have to be huge to turn this around: much more than the $760bn on offer. The US can’t afford it. So the main risk is that as unemployment rises, people are going to rebel, as last happened in the 1930s. Protectionism will then grow, and with it nationalism and all that entails. “Achievements of decades might collapse almost overnight.” The Obama administration is going to need help from the surplus countries. Wolf doesn’t mention either energy supply or climate change.

8.1.09.
EU officials speak of a looming humanitarian crisis in the Balkans as gas stocks fall. The EU claims to have struck a deal with Russia, but there are now doubts the Russians will accept monitors. Putin says the Ukrainian leadership is “criminalizing power.” EU officials say they believe both sides are lying. Meanwhile, in Gaza there is another humanitarian crisis, as power is cut for days for a very different reason: an Israeli assault.

Bank of England cuts interest rate to all-time low of 1.5% and only 3 banks pass it on. Those not doing so include Barclays and RSB, the latter 58% owned by the taxpayer.

9.1.09.  
After years of hardline opposition to climate action, Exxon’s CEO now backs a carbon tax. Rex Tillerson says in Washington that a tax is fairer than cap-and-trade. “A carbon tax strikes me as a more direct, a more transparent and a more effective approach.” A cap-and-trade system would also create “a Wall Street of emissions brokers,” he warns.

10.1.09.
Three university teams are now working on carbon dioxide scrubbing from the atmosphere: Klaus Lackner and Allen Wright at Lamont in New York have an air collector that offers hope of success at low temperatures by using an ion exchange resin to which CO2 will stick. David Keith at the University of Calgary has a “spray hanger” wherein the CO2 reacts with a mist of sodium hydroxide. Aldo Steinfeld at ETH Zurich has designed a solar scrubber using CSP parabolic mirrors focusing sunlight on a transparent tube filled with pellets of calcium oxide with which the CO2 reacts. Energy requirements and potential ultimate costs are very uncertain.
 (L)

11.1.09.
The Russian gas is still off, 11 die in their freezing homes: 10 in Poland, where temperatures have gone down to -25C. Tens of thousands of homes remain without gas. 

UK’s gas storage plans now in doubt as a result of the credit crunch. Stage Energy needs £600m for a facility below the Irish Sea and is finding it hard to find. If nothing is built, we will remain at 14 days of supply, or 4% of annual consumption. Germany has 21%, France 24%. The UK imports 40% of its gas today, up to c.80% by 2015.


Sea of Japan is absorbing only half as much CO2 as it was in 1992 and 1999. So samples from a cruise cruise in May 2008 show, when compared to data from cruises in 1992 and 1999. Korean and Russian researchers who published the data in Geophysical Research Letters do not believe the effect is confined to the Sea of Japan.
 


A decimated City expects worse to come. 500,000 were employed in the Square Mile at its peak in June 2007, and the Corporation of London expects at least 85,000 to go. Some insiders expect 80% of hedge funds to go under, including healthy funds, as banks withdraw cash in a desparate attempt to prop up their balance sheets. Financial services’ contribution to the UK GDP is expected to fall from 13% to 11%, equivalent to a £25bn loss. 


German renewable electricity is now 15.3% of national electricity, and renewables are almost 10% of all energy, the German Renewable Energy Association (BEE) has reported. It saves more CO2 than all cars annually, and saves the economy €17bn (£15bn) in energy costs.

12.1.09. 
Russia and Ukraine agree a temporary deal and the gas is turned back on. The general agreement is that both players have lost out. Ukraine is now widely viewed as a dysfunctional state with paralysed governance. Gazprom has lost hundreds of millions in revenue, on top of tumbling profits, €40bn of debts, a 75% reduction of share price in recent months. The EU blames them both this time, hence the monitoring both ends of the pipe through Ukraine.

13.1.09.
EU baffled by broken Russian promises as gas supply stays shut off.  Now Gazprom says they supplied gas, but the Ukrainians didn’t turn on the pipeline. Medvedev, the deputy CEO, now accuses the US of meddling. Ukraine denies everything, and says Russia is trying to bankrupt them as a route to regime change. Russia says it may not be able to meet contracted gas supply in Europe because Ukraine is blocking the flow of gas, and says it will sue Ukraine. The EU says that Russia is putting less than a third of the gas needed into the pipeline, and deliberately using the wrong one. Officials say they believe Putin is acting duplicitously. The commission says it will take against both Russian and Ukrainian companies for breach of contract. Whatever, millions are now without gas. Moldova asks the EU for heaters and blankets. 

Former BoE monetary policy committee member tells MPs UK banks should be nationalized. Willem Buiter tells the Treasury select committee that conflicts of interest are undermining efforts to revive the economy. John Moulton of Alchemy Partners tells the committee that the banks should stay public until trust has been revived.

Bernanke says fiscal stimulus alone won’t solve the financial crisis. In a speech in London, he says troubled assets must be removed from balance sheets. (Citibank is now working on a plan to do this in its own case). One option, he says, is to set up “bad banks” that purchase the “assets” in cash, for equity, hoping they will someday recover value. Note: There were $2,794bn (€2,122bn, £1,927bn) of US asset-backed bonds at the end of September (including sub-prime mortgages, credit-card debt, commercial mortgage-backed deals) and €1,500bn ($1,975bn, £1,363bn) of similar assets in Europe, according to the Securities Industry and Financial Markets Association.

Costs in the oil industry fall for the first time this decade. Steel, some 20-25% of an oil project’s costs, has fallen by more 50% since the summer.
 Not all costs can fall quickly: contracts such as drill-rig hire tend to be fixed for more than a year ahead. 


Falling fuel prices take the steam out of the green car drive. The US national average petrol price has fallen from $4.11 in mid July to $1.79, and hybrid sales have plunged with it. Hybrids are only $3,000-5,000 more expensive that conventional models.


Ex Talisman CEO says low oil prices are temporary because peak oil will drive prices “sky high.”  Jim Buckee’s explanation for why this isn’t more widely appreciated? “If Exxon comes out and says, 'Sorry guys, the oil production rate is not going to go up, this is it,' there'd be hell to pay (from investors). So they're better off just zipping their lips.” So he tells the Calgary Herald in an interview.
 
14.1.08.
Global poll shows that British are least likely of 17 nations to trust banks, markets, and politicians. A WIN poll shows that we trust banks even less than the Icelanders now do.


Senior Bush administration official admits “we tortured” for the first time. Susan Crawford, a Pentagon official put in charge of deciding who should be tried, admits what Dick Cheney has always denied. Bush is now considering his pardons, which would work for US prosecution but not – as Pinochet found – internationally.

15.1.09. 
Bank shares plunge on fears further government help will be needed, and persistent speculation that full nationalisation of banks is a real prospect on both sides of the Atlantic. Bank of America and Citigroup gains since the crash are wiped out. The second and last tranche of the $750bn bail out fund is released. The US government has promised $800bn more. 


UK foreign secretary says ‘war on terror’ was a mistake. This in an op-ed five days before Bush leaves office, though the UK government stopped using the term in 2006. Bush’s maxim was too simplistic, and may have done more harm than good, because the west cannot “kill its way” out of the threat of terrorism from diverse groups.


Areva has fallen out with the Finnish utility TVO, for which it is building the first new nuclear reactor for 30 years, Olkiluoto 3. Areva and its partner Siemens are blaming TVO for the delay (now 2012 completion, 3 years late). TVO is “Very disappointed,” and totally rejects the allegations. This does not auger well for the putative UK build programme.

16.1.09.
A NEW PHASE OF THE CRISIS: Renewed panic about the banks. Citigroup, BoA and Merrill Lynch disclose collective losses reaching $25bn in the fourth quarter: $280m a day, $11m an hour. The BoA decision to acquire Merrill Lynch ($15.3bn of the 25) looks sick now. The US government has stumped up $20bn to persuade BoA to stick with the purchase.

Barclays loses a quarter of its value in an hour as the panic about banks spreads from NY to London. RBS also plunges. Some traders say the sell off was sparked by rumours spread by short-sellers, who have had their ban lifted, to the horror of Vince Cable et al.

Oil consumption will drop by 500,000 barrels this year to 85.3mbd, IEA says. This is the second year running it is down. 2008 fell 300,000 barrels. The last time we saw two consecutive years of falling demand was 1982 and 1983, in the aftermath of the second oil crisis.

UK Conservative party says it will build a £1bn smart grid over ten years, and put smart meters in every home so that electricity can be used to best effect in the home, fed seamlessly to the grid from rooftop solar panels, and batteries for electric cars can be charged at off peak times. David Cameron sees it all as the “internet for electricity,” says energy efficiency improvements worth up to £6,500 for each home, and hundreds of thousands of green jobs would be created by 2020. This on the day after the Labour government gives the go ahead for a third runway at Heathrow.


UAE signs nuclear co-operation agreement with US, and becomes Arab state closest to nuclear. This in defiance of concerns in Congress. 

Total oceanic fish biomass is between 1-2bn tonnes. Calculated for the first time, by British and Canadian scientists in Science magazine, this is a vital figure because fish play a key role in counteracting rising acidity of ocean water from dissolved CO2. They ingest calcium in seawater, and to avoid renal buildup, they excrete pellets of calcium carbonate which helps neutralize the acid.
 1-2bn tonnes isn’t much at all, considering that the amount of carbon dioxide gas emitted from fossil fuel burning is in excess of 20 billion tonnes.

Former Trade Minister Digby Jones says half the civil service should be sacked. The former CBI director-general also says that being a junior minister was “one of the most dehumanizing and depersonalizing experiences anyone could have.” (He lasted 15 months). Incompetent officials are simply moved sideways, never fired, he says.

17.1.09. 
Brown orders the banks to come clean about the extent of their bad assets, saying he has been asking them for a year. 


KPMG offers staff sabbaticals on reduced pay, and the other Big Four are believed to be considering the same. (Why, when you think they’d have plenty of work tracing bad assets they let through in the first place?) Supermarkets, IT companies and pawn brokers are alone in recruiting.

18.1.09.
UK government offers banks “potentially unlimited” liability insurance for banks, on their existing toxic assets, in a desperate effort to free the frozen credit markets. The banks can pay a fee for the service, or give the government an equity stake, but they must lend. The scheme is similar to the US one rescuing Citigroup, UBS and BoA last week. The “bad bank” option is not being used for the moment. Other emergency measures are announced, as part of a multiple attack on the problem. They iinclude further recapitalization of the banks; commercial buying up of debts on the balance sheets of all types of companies, so circulating more money; re-entry by government-owned Northern Rock into the mortgage market. The Treasury has had plenty of time to think about this, unlike in October with the intial £37bn package (£20bn to RBS and £17bn to HBOS). It has elected to fire a good deal of its remaining ammunition – a package worth at least £50bn - at once. No wonder: RBS has lost a staggering £28bn in the last quarter, the biggest loss in UK corporate history. The government is increasing its stake from 58% to 68%. The markets don’t believe the banks are heading anywhere except nationalisation. The total potential government bill to date for bailouts and liabilitites assumed is £617bn (including the October 2008 measures: the £200bn special liquidity scheme – of which £100bn has been drawn on – and the £250bn credit guarantee scheme). That’s 7.5 years of education spending.


UK faces bankruptcy without decisive action, Will Hutton argues. Like Iceland, we have a banking sector far larger than our GDP, and are outside the protection of the euro. The banks’ difficulties could trigger a run on the pound.


Broad coalition comes together to fight for civil rights in the UK. Worried by developments such as the Coroners and Justice Bill, the Communications Data Bill, and ID card laws, they launch a Convention on Modern Liberty. Henry Porter observes that the government’s trick is to use statutory instruments, otherwise known as unscrutinised, undebated ministerial decrees. These have doubled in the last 20 years, while the bills going before parliament have declined.

19.1.08. 
Government releases RBS from £600bn of interest payment on preference shares by converting them to ordinary shares. RBS pledges to make £6bn of loans.

“Something close to desperation is starting to develop inside government,” one political editor observes. A cabinet minister reportedly said, after watching the banks’ shares tank on 16th: “The banks are fucked, we’re fucked, the country’s fucked.”


Barclays is expected to resist the government’s proposals. Its Middle Eastern investors of 3 months ago have already lost £2.5bn.


US and other oil shale deposits can potentially “contribute greatly” to world energy supply, a series of articles in the Oil and Gas Journal argue. (L)

20.1.09. 
President Obama makes the green new deal a key theme of this inauguration speech. “Each day brings further evidence that the ways we use energy strengthen our adversaries and threaten our planet,” Mr Obama says. Bold action will be needed: a root-to-branch redesign of economies. “We will restore science to its rightful place,” he says, and high on the renaissance check-list, this: “we will harness the sun and the winds and the soil to fuel our cars and run our factories.” Also: “without a watchful eye, the market can spin out of control.”
 (L)
Banks continue to slide as another crisis of confidence in the banks takes hold. The market simply doesn’t trust that the banks have correctly marked up their balance sheets. Economist Nouriel Roubini says the banks could hit $3.6tn (£2.6bn) of losses before the crisis is over. They started with $1.4tn of capital.

RBS boss refused to reveal full extent of the bank’s losses when the government first bailed it out. This caused a fall-out with the prime minister. (It was Sir Fred Goodwin’s takeover of ABN-Amro that did for RBS. He was knighted under Labour, and left the bank with a multi-million pound payout).

The FSA is investigating whether false rumours were spread to create the crash in Barclays shares. They investigated this in the case of HBOS, when the ban on short selling – just lifted -  came in.

UK Treasury Select Committee chairman calls for complete nationalisation of RBS and Lloyds. RBS is worth 5% what it was before the credit crunch: less than £4bn (Lloyd’s and Barclays are both £6bn). “Lets get it over with,” says John McFall. Jim Rogers says the UK economy is “finished”, and advises people to sell sterling. The £ is at a 7-year low, oil is below $33. 


BoE governor prepares the way for “quantitative easing,” by promising to start buying corporate bonds, so as to pump cash into the system.


Russian gas begins to flow into Europe again. Kiev and Moscow have agreed a 10 year deal on pricing, where Ukraine will pay European rates from next year, and intermediaries will be dropped. Twenty European countries have been without Russian gas for a fortnight in the depths of a bad winter, and all Brussels has been able to do is rage and posture.


Turkey says it will review its involvement in the Nabucco pipeline if its EU membership application stays on hold. 2,000 milies of the pipeline has to go through Turkey.

21.1.09.
Pound slips to its lowest level for a quarter of a century, $1.36, and parity seems ever more likely. Meanwhile government debt now stands at £700m, 47.5% of national income. That makes UK 18th out of 28 in the OECD, behind the US (43.8%) but ahead of Japan (68.6%). The liabilities of UK banks stand at 450-450% of its GDP (worryingly close to Iceland’s 600%).

The “surplus” countries must now provide the demand for their own production, says Martin Wolf. Its clear the “deficit” countries are in a state of collapse, and Wolf fears they will tend towards protectionism. If the surplus countries are not to collapse too, they need to provide their own demand. “China in particular needs to create a consumption-led economy.” Managing this adjustment, and finding ways for surplus capital to flow as debt into emerging economies without destabilizing them and creating serial bubbles as in the deficit countries, is the key challenge for the G20. “”Collapse of globalisation is now no small risk.” Obama should lead the radical restructuring of global institutions.
 

Vestas, world’s biggest wind turbine manufacturer, has excess manufacturing capacity of 15%. It supplied 5GW of equipment in 2005, and is investing to reach 10 GW by 2010. The downturn is affecting orders. Goldman Sachs warns the wind and solar sectors are in for a rough ride.

UK government is trying to water down the IPPC directive, on which the European parliament votes tomorrow. They fear that electricity prices will go up 20% if the tough emissions-control conditions of the Integrated Pollution Prevention and Control directive are applied (including tightening of the Large Combusion Plants directive), and then Kingsnorth may not be built. As it is, under the LCPD up to a seventh (10.5 GW) of UK generating capacity may have to be shut in 2015 (unless acidifying-gas removal-equipment is fitted) and if the tougher IPPC terms are added to this, then up to a quarter of the UK’s generating capacity may have to be shut in 2015, increasing the likelihood of the lights going off.

22.1.09. 
British Gas becomes first UK utility to cut gas prices, by 10%, despite wholesale prices almost halving. This will save the average household £84 a year. Consumer campaigners are predictably disappointed. npower says they could afford to do since they hiked them too high last time (35% up in July).

23.1.09.
Barclays continues to slide, and now could end up majority-owned by Middle Eastern investors.  Barclays market cap is now £5.3bn, less than last year’s profits, having lost £10bn of its value in the last fortnight. (It peaked at £51bn in early 2007). The deal with Qatar et al was structured so that the investors would be protected if the bank had to raise yet more equity: holders of convertible notes would receive three times more ordinary shares than new shareholders. So the government could buy remaining equity to nationalize Barclays, and the ME investors could own more than half the bank. One leading investor says
: “banks could be in a death spiral.”

A Barclays director pledged his shares in the bank for a personal loan of around £1m in April 2007. Frits Seegers wanted to spend the loan on increasing his shareholding in the bank still further. They are now worth £82,000. He makes the admission during an amnesty for directors who played this dubious game. The FSA feels its rule that this activity is banned wasn’t watertight, and is using an amnesty as part of the process of making the rule crystal clear.


Republicans are quick to oppose the Obama stimulus bill. The $825bn American Recovery and Reinvestment Bill includes $54bn to stimulate renewables ($27bn a year for two years) and $90bn to upgrade the energy efficiency of infrastructure. Also $275bn of tax cuts.


Obama accuses China of artificially keeping the renminbi low to help Chinese exporters. Bush always stopped short of this. More than half the $5.5tn US treasury market is held by other countries, with China holding the second biggest share, after Japan.


Are the banks too big to rescue, Martin Wolf asks. They hold a median ratio of debt to equity of 30 to one, and the government must take a brutal look at their balance sheets, letting the worst go under.

UK burglaries are rising as the recession bites. Street robberies at knifepoint are up 18%. Crime generally has been falling for years, but now MPs fear it will turn.

Standard and Poor’s is still in business, downgrading Greece, Spain and Portugal, and warning Ireland it may suffer the same fate. A professor of economics marvels in the FT at the barefaced nerve of it. They were hopelessly cavalier in the face of real risk in the build up to the crisis, Paul De Grauwe says, now there appears to be every chance they will be hoplessly overcautious, exacerbating the crisis. (Countries with low rating have to attach a higher rate of interest to their bonds, to reflect the perceived risk). He would like to shut them down, but suggests as an alterative that they attach written warnings to their ratings.

Abu Dhabi has become the first ME country to set a renewables target: 7% of power by 2020. Officials at the World Future Energy Summit say the vast majority and maybe all of it will derive from solar. 

A 10 MW solar PV farm will be connected to the grid next month at Masdar, supplying 17,500 megawatt hours a year at a tunrkey cost of $50m. Masdar will be constructed in 7 phases, for completion in 2016 (with 50,000 permanent residents and 1,500 businesses, requiring 200-230 MW of power at any given time, 80% coming from solar PV.

Solar PV firms will struggle to survive, analyst tells WFES. Silicon futures were selling for $200 a kg in 2008, and are down to $113 for 2009, and $73 for 2012. Chris McCabe of Piper Jaffrey thinks module prices will fall from their 2008 level of $4 a watt to something closer to $2.50. Deep pockets will be needed. The c.250 main solar PV companies today will consolidate to around 25, he thinks.
 

24.1.09. 
Recession causes UK electricity demand to fall. National Grid thinks peak demand will fall between 600 to 1,000 MW this year. Meanwhile Poles are returning en masse to Poland, where the tightly regulated banks have not had the problems the UK’s banks have. As investment guru Jim Rogers put it on 21st: “The UK has had two things to sell to the world over the last 25 years: the North Sea ….and the City of London. The City of London is finished, the financial centre of the world is moving east.” UK government figures show £697.5bn now owed, or 47.5% of GDP, as of ened 2008. But RBS’s £1.7tn of liabilities will soon have to appear on the government’s balance sheet. And foreign investors (currently about 35% of total debts) may go off gilts, in which case the government would have to pay higher interest rates.


Ousted bank bosses have yet to say sorry to the people whose economy they destroyed. Adam Applegarth took nearly 3 million in payoff and pension pot after nearly bankrupting Norther Rock. No apology. Fred Goodwin received salary and bonuses of £4.2m in the final year of his runination of RBS. No apology to the public, just his shareholders. Whizz kid Andy Hornby of HBOS, the same as Goodwin.
  

25.1.09. 
UK Government is “at long last getting it right”, and will head off full-blown depression, says Will Hutton. The IMF says the average depth and length of recession aused by financial crises is 5% of GNP lost over two years, and this is what Hutton expects. The combination of ultra-low interest rates, massive currency devaluation, underwriting of the banking system, reflation and the printing of money will stop depression. “There will be economic life after 2011.” But Brown’s mantra about having seen off the boom-bust cycle will “haunt him to his grave.”


Riots are spreading in China as workers are laid off amid plunging exports. Last year a riot in a factory at Kai Da in the Pearl River industrial zone saw a mob of 500 workers, angry about redundancy pay, smashing up and office. This was an extreme example of tens of thousands of protests, leading to government fears that their authority will be challenged. Growth fell to 6.8% in the last quarter, and the government view is that 8% is nneeded to provide enough jobs for new entrants to the labour force. Official figures say urban unemployment has hit 4.2%, but the Chinese Academy of Social Sciences puts it at 9.4% and rising. An American academic says the figure could reach 50m. Migrant workers are younger, more volatile than in the past. Rumours spread fast by mobile phone. Millions of unemployed are graduates, as a result of the expansion in higher education. The government must be painfully aware of the role of graduates in the 1989 unrest. Last month 300 intellectuals launched Charter 08, seeking multi-party elections. It has had little impact ….yet. Will Hutton: all the tinder is there for a trade war.


Two Labour lords trapped by undercover reporters accepting money to try and amend legislation. One is Lord Truscott, former energy minister, who told the reporters he had already “helped” an energy client concerned about the energy bill. Police are on the case.

26.1.09. 
76,000 jobs vanish in one day in the US and Europe. The recession is disproportionately hitting the young. The 16-25 bracket are being made redundant quickest, and finding it hardest to find work. Note: The German and Dutch governments have a scheme that pays employers 70% of wages if companies keep people on and train them.


Billionaire hedge funder John Paulson makes £270m over 4 months shorting RBS stock. He is required to discolose the profit under new rules.

Obama makes his opening move on climate: orders EPA to accept states’ auto emissions controls and mandates 35 mpg minimum from 2011 in new autos. 14 states want to require a 30% cut in emissions from cars and light trucks by 2016, requiring 36.8 mpg minimum from new autos. Bush had vetoed this.

Petrobras needs $28bn to develop the “pre salt” fields and some analysts doubt they can raise it in current market conditions. The $28bn is part of a company-wide 5 year plan, through 2013, needing $174bn in all. The 2009 target is $28.6bn. Note: the national oil companies have been badly hurt by the credit crisis. Petrochina was top company a year ago, now Exxon Mobil is back on top. Gazprom boasted of being the biggest energy company within a decade, and now has a credit crisis of its own. As projects are delayed, some national oil companies worry that there will be too little oil and gas supply by the middle of the next decade, Carola Hoyos reports.


Schlumberger, the world’s biggest oil services company, lays off 5,000, having seen its share price fall 57. Conoco laid off 1,300 this month. 

85% of Britons think a programme of job creation via infrastructure is a good idea, but only 40% think nationalization of banks is a good idea. So says a Guardian/ICM poll. It also shows confidence in Brown is collapsing, with the Tories on 44%, 12% ahead.

Eon casts doubt on funding of Thames array. Centrica shares the doubts about offshore wind economics. They estimate £3m per MW now, around the same as nuclear power. Masdar also voices concerns at the WFES. (The shareholding is 50% Dong Energy, 30% Eon and 20% Masdar).

UK government announces 5 candidates for the Severn Barrage.The biggest, Cardiff-Weston, is a ten mile 8 GW scheme that would cost £14bn and supply 5% of UK electricity. The smallest, just downstream of the Wye river, is 625 MW. FoE is angry that its favoured scheme of offshore tidal lagoons is excluded. The final green light comes in 2010.

Suntech reduces headcount by 800 in the fourth quarter as orders and prices drop in the solar PV market. Total employee count is now 9,000.

55 governments pledge to join the International Renewable Energy Agency (IRENA), proposed by German solar parliamentary advocate Hermann Scheer, and founded today in Bonn. The UK is not yet among them. Supporters wish to supplant the IEA, which is seen as having not done enough to promote renewables.

UK hospitals to take meat off menus in NHS strategy to cut carbon. The NHS’s emissions, 3% of all UK emissions, come 20% from transport, 20% from buildings and the rest from procurement, including food.

The Guardian profiles the prophets and the perpetrators of the financial crisis. Prophets include Nassim Taleb (in his book The Black Swan), Nouriel Roubin, Vince Cable, Gillian Tett (Assistant editor of the FT, who was accused of scaremongering and attacked for negativity, Warren Buffett, George Soros (who didn’t invest because he couldn’t understand how the more complex derivatives worked), John Paulson, and Andrew Lahde (the hedge fund boss who quit with a message of thanks to the “idiots” who had made him rich). Perpetrators are the following. Politicans: Clinton, Brown, Bush and Gramm. Financiers: Abi Cohen, Greenberg, Hornby, Goodwin, Steve Cranshaw (former B&B boss), Fuld, Applegarth, Ralph Cioffi and Matthew Tannin (Bear Stearns bankers indicted for fraud after the collapse of the bank’s hedge funds), Lewis Ranieri (pioneer of mortgage-backed bonds as collateral), Jospeh Cassano (AIG, who sold the credit swaps that brought his company down), Prince, Angelo Mozilo (Countrywide Financial), O’Neal, Cayne. Regulators: Mervyn King, Alan Greenspan, John Tiner (FSA CEO 2003-7, who said it should left to banks to see how much capital they wanted to keep to cover their risks), Kathleen Corbett (much criticized CEO of Standard and Poor’s, the largest of the three rating agencies, between 2004 and August 2007). Clinton forced mortgage lenders to relax their rules via the 1977 Community Reinvestment Act, and repealed the Glass Steagal Act in 1999. Senator Phil Gramm from Texas encouraged maximal free marketeering. He told the Senate in 2001: “Some people look at sub-prime lending and see evil. I look at sub-prime lending and see the American dream in action.” SEC investigations led to a report that suggested S&P had betrayed investors’ trust, quoting internal S&P e-mails laden with cynicism. “Let’s hope we are all wealthy and retired by the time this house of cards falters,” one analyst wrote. “It could be structured by cows and we would rate it,” vouched another.
 Missing from the list: Mrs Thatcher, who said after the Big Bang in 1986: “Gone are the controls that hampered success.”

27.1.09. 
Polluters sell up to €1bn of carbon permits just to raise cash, abusing the European ETS. Steel, concrete and glassmakers lead the sell off, judging that emissions will be lower anyway in the recessionary conditions ahead. This has caused the carbon price to plunge 60%, from more than €30 to €12 per tonne. The price of CDM offsets, also affected, has slumped nearly 30% in the last few weeks, meaning a slowdown of clean-energy projects in developing countries.

FT publishes a graph of Madoff returns from 1991 to 2008: a linear diagonal rise juxtaposed against the jagged ups and downs of the S&P 500 for the same period. The chart looks like a lie even to the untutored eye. 

FT publishes a long article questioning the worth of GDP as a measure of economic wellbeing. A 24-member commission of eminent economists, led by Nobel prizewinners Joseph Stiglitz and Amaryta Sen, is due to report in April on ways to improve the keeping of national accounts. Their aim is take in vital indicators currently excluded from the balance sheet, not least environmental degradation and quality of human life. Nicolas Sarkozy, himself mistrustful of economic indicators in current use, initiated the project. GDP is a measure of national income (Y) calculated by adding household consumption (C) + investment (I) ….business, household and government + government consumption (G) …of goods and services + net trade (X-M) ….exports minus imports. So in this calculation, government spending on prisons counts the same as spending on schools, cleaning up an oil spill counts the same as installing solar power, extracting the oil counts as addition to national wealth, not depletion of assets. The best thing a person can do to for GDP is to be seriously ill on expensive medication while undergoing an expensive lawsuit of some kind, meanwhile driving around in an SUV burning up as much oil as possible.

UK Environmental Industries Commission (EIC ) calls for £10bn to create 300,000 green jobs. The 2009 Budget should have emergency spending measures to make the UK’s environmental industry an engine for growth and create over 300,000 jobs in the UK, the EIC says. £6 billion should be used for an infrastructure fund to build 50,000 new (low-carbon) social houses (on brownfield sites) in 2009/10, creating/protecting approx 160,000 jobs. £1.5 billion should be used for extra investment in energy efficiency retrofitting of low-income family homes in 2009/10, creating approx 145,000 jobs. £1 billion should be used for extra investment on energy efficiency retrofitting of schools and hospitals in 2009/10, creating approximately 21,500 jobs. The Environmental Industries Commission (EIC) is the lead trade association for UK’s environmental technology and services industry, with over 300 member companies. EIC represents the main environmental sectors (climate change, water, air, contaminated land, waste, transport, etc). It has the support of leading politicians from all three major political parties, industrialists, trade union leaders, environmentalists, and academics.
  

28.1.09. 
At the annual World Economic Forum, “Davos Man” is humbled.  In 2007, the air was full of optimism. In 2008, business leaders worried about inflation. This year, gloom is pervasive. We Jiabao and Vladimir Putin mock western leaders. Wen rails against the “blind pursuit of profit.” Putin reminds them that last year they talked of the US economy’s “fundamental stability and cloudless prospects.” Meanwhile, trust in business is now at 38% in the US, down from 58% the previous year, a survey finds. It also shows that only 49% of Americans think the free market should be allowed to function independently. With very few exceptions, bankers stay away. 


ILO says job worldwide job losses will be at least 18m and could be as many as 50m. IMF says UK will fare worst in the recession.


Centrica CEO warns of energy crunch with as little as 2 years as a result of companies shelving investment plans. He says the government must increase subsidies for renewables. The government is relying of industry for some £140bn investment in energy infrastructure including some £100bn for wind farms.


EU calls on US to join a joint carbon trading scheme modeled on the EU one, en route to a global market by 2020. Environment Commissioner Stavros Dimas says Copenhagen is a “last chance “ to control global warming.


Asia is approaching “peak fish” as Chinese consumption soars: up from less than 4 kg per person in 1970 to 27 kg in 2009, and still way short of Japan’s average of 67 kg per person per year. Each year around 100m tonnes of fish, some 5% of the total 2bn tonnes of seafood biomass, is pulled from the oceans.

29.1.09. 
France paralysed by strike action as rioters hit the streets of Paris. Cars are burned out, shop windows smashed.
Strikes spead across UK as an oil refinery under construction uses foreign labour. Protestors placards say “British jobs for British workers.” Meanwhile Honda shuts its plant for four months.

Obama lets rip at bankers over bonuses. He says the fact that they awarded themselves $18.4bn last year even as they received bailouts is “shameful.” This is a rare burst of ire from the new President. A dozen top bankers paid themselves £1bn before the wheels came off. Top dog was Stan O’Neal of Merrill Lynch who received $279m as a pay off in 2007.

Lehman, AIG ond other were destroyed by the synergistic damage caused by shorting and CDS, George Soros argues. Unlimited shorting was made possible by the 2007 elimination of the “uptick rule,” wherein bear raids were allowed only when prices were rising. The CDS market facilitated unlimited selling of bonds. The two amplified and reinforced each other, disastrously. These “imbalances between risk and reward” still have to be addressed, Soros observes. Note: In 1929, total credit piled up was 169% of US GDP, rising to 260% in 1932. Entering the crash in 2008, it was 365%, a figure that is bound to exceed 500% now without even taking account of the derivatives, which weren’t around in 1932, and vastly complicate today’s crisis.

Dubai’s building boom grinds to a halt. Cars gather dust in airport cars parks as redundant expatriates flee home, fearing imprisonment when the default on car and apartment loans.

ExxonMobil makes a new record of $45.2bn for 2008, despite fourth quarter losses. Revenues were $477bn. The world’s largest company continues its share buybacks though.

Latest seismic surveys from the Falklands “suggest” 18bn barrels of oil, newspaper reports from Port Stanley say.

30.1.09. 
“Governments across Europe tremble as rioters take to the streets”: Guardian headline 31.1.09. The former Soviet states, where the end of communism was celebrated 20 years ago, are now among the biggest casualties of its failure. In Lithuania and Latvia, rioting has trashed parts of the capital cities. In Greece, farmers fed up with low prices have blocked motoways.

EDF boss warns that speculators are likely to turn carbon trading into “the new sub prime.” CEO Vincent de Rivaz says certainty is needed over the carbon price and to achieve that the system has to be simple.

31.1.09.
Scientists show fish vanish from large tracts of ocean for thousands of years unless emissions are cut deeply. Gary Shaffer of the University of Copenhagen and his colleagues have modeled the long-run effect of burning three quarters of remaining fossil fuels, looking 100,000 years into the future. Because less oxygen dissolves in warmer water, dead zones like those discovered in the eastern Pacific and northern Indian oceans must spread. Average oxygen levels fall 40%, they calculate, and dead zones expand twenty fold. Recovery of oxygen levels is agonizingly slow: around 90% oxygen recovery after 100,000 years.

1.2.09.
Currys and B&Q quietly shelve sales of microgeneration equipment. The installation of microwind turbines in unsuitable urban locations has had much to do with it. Currys have failed to sell enough PV systems in their partnership with Sharp.

Carbon reduction in existing buildings is more important than zero-carbon newbuild, says Chief Executive of Inbuilt, David Strong. Tips include inclusion: not amount of mart grid whiz technology can work if users feel it is imposed.
 (L)

Carbon trading industry faces upheaval. Plus: Big utilities are beginning to grsp the potential for micro-generation. The clean-energy bubble has burst, but there are reasons to be mid-term bullish.
 (L)

Commercial viability of CCS technology is inconclusive, oil and gas specialist lawyer says. And legal barriers remain if it is to go ahead.
 (L)

Carbon dioxide may be acidifying seawater faster than scientists thought. So an 8 year study off Washington State suggests. J. Timothy Wooton of the University of Chicago and colleagues, publishing in the 2 December issue of the Proceedings of the National Academy of Sciences, find acidity rising ten times faster than climate simulations suggest. This could be due to upwelling of deep carbon-rich water, but is also consistent with other acidification measurements along the Pacific coast and in the Netherlands, suggesting greenhouse gas acification. (Roughly a third of CO2 released by man finds its way into the oceans).
 

EU policy towards Russia on gas is fragmenting, just as it clearly needs to unify, given that the latest gas crisis was the worst yet. This and other factors are placing the future of the Nabucco project in serious doubt. Meanwhile, chaos in the Russian oil market makes the investment decisions needed to grow oil production difficult indeed.
 (L)

Shell claims deepwater drilling record: 9,356 ft (1.77 miles) at the Silvertip field in the Gulf of Mexico. BP’s Thunder Horse field (at 6,050 feet water depth) is now fully operational, producing 200,000 boe/d.

A pound of beef for the table produces 57 times more greenhouse gas than a pound of potatoes. The typical American beef per capita annual consumption emits as much greenhouse gas as driving a car 1,800 miles. And beef consumption is rising rapidly.
 (L)

Average all-in costs of crystalline solar PV modules are now under $2 per W and total solar system cost is under $5, meaning electricity costs of under 25c per kWh in sunny regions. But no solar company yet has lowest cost in all parts of the value chain, and so total best-practice costs are under $1.5 for modules, $3 for systems and 15c for electricity in sunny regions. Costs should fall 6 to 8% pa, analysts expect. Crystalline production for 2009 will be just over 120,000 tons. Crystalline modules, thin-film modules, and balance of system costs are all racing to best-practice costs of $1 by 2012. Photon’s team expects strong recovery in Q2 2009, meaning another phase of supply constraint, and 12.5 GW of installations compared to 5.8 GW in 2009 (EPIA says 5.5 GW in 2008 and 7 GW in 2009). Photon forecasts 13 GW of production (11.1 crystalline and GW of thin film) in 2009. They expect 2009  factory-gate average selling prices for modules to fall 20-25% from 2008: $3.29 (€2.34) on average down from 3.99 (€2.83).
 Ban Sarasin offers a more conservative forecast than Photon. Sarasin expects silicon production in 2012 to be on the conservative side of a range from 107,000 to 181,000 tons. Production will rise from 4.2 GW in 2008 to 13.3 GW in 2010 and 19 GW in 2012. Thin film will rise from 1 GW in 2008 to 5.6 GW in 2012. Supply will exceed demand all through 2009.
  

2.2.09.
Guardian analyses strategies behind what could be up to £13bn of corporate tax avoidance, according to HM Revenue and Customs. When asked how much tax they actually hand over, only 2 of the FTSE 100 companies responded. No company is prepared to answer the question of how it does its tax planning. Strategies include drug companies transferring ownership of brands to tax havens in the Caribbean, moving control to Dublin or Zug to exploit low tax, and loading up with debt to avoid tax. Top accountancy firms charge huge fees to cook up avoidance schemes.

3.2.09.
Record £17.8bn ($25.6bn) BP profits but still 5,000 job cuts because of the poor fourth quarter and the continuing low oil price. Re the price and its impact, Tony Hayward says: “We haven’t cancelled the future. It’s just been delayed for a few years.” BP pays a huge £7bn dividend (11% of all FTSE dividend payout). Production is up after two years of falling: 3.84 mb in 2008 up from 3.82. BP expects production to increase, and has replaced all oil it used in 2008 with new finds.


If oil stays at $35, only Exxon and Total can finance their investment programmes from cash flow, so Bernstein Research calculates. Exxon has $31bn of cash on its balance sheet, putting it in pole position for takeovers.
 BP needs a price of $50-60 to cover capital and dividend plans.


Downturn causes 20m job losses in China, government figures reveal. More than 20m have returned from cities to home villages and towns.

UK government falling short on manifesto pledge on carbon dioxide emissions. The decline on 1990 levels has been 8.5%, well short of the target of 20% by 2010. On overall greenhouse gas emissions the reduction is 21.7% (including carbon trading) since 1990, against the Kyoto target of 12.5% by 2012.

Offshore location of brands is a key tax avoidance strategy. AstraZeneca and GlaxoSmithKline use the Caribbean, Shell use Zug. They effectively site their headquarters in London (the two chemical giants) or are UK domiciled (Shell), and enjoy all the benefits of the country without paying the full tax.

Niall Ferguson argues in the FT that the aim should be to reduce debt, and that insolvent banks should be restructured and recapitalised, with existing investors told they have lost their money. “Too bad: they should have kept a more vigilant eye on the people running their banks.” They shouldn’t be nationalised: they’d end up being run like the IRS. Then mortgages should be converted to lower interest rates and longer maturities.

4.2.09. 
Brown accused in the FT of being a hypocrite over globalisation and protectionism. Gideon Rachman points out in the FT that he warned against “deglobalisation” in Davos, but pressurises bailed out banks to favour domestic customers with lending, and talks about “British jobs for British workers” (words that protestors carry on placards when protesting during the Total oil refinery strike). Martin Wolf calls him “hypocrite in chief”. The Buy America provision in the US bailout package is even greater folly, he says. “We are living on the cusp of history,” Wolf says. Overwhelming action is needed to stop the downward spiral. You can smell the panic between the words of his article.
 Meanwhile:


Free trade is not the best way to beat recession, Guardian economics editor argues. Cambridge economist Ha-Joon Chang has shown that no country has industrialised successfully without protectionism. The UK was protectionist during the first phase of the industrial revolution in the early 19th century. The US had a 40% tariff during its rapid manufacturing expansion at the end of the 19th century. Japan, South Korea, Taiwan and China have all used extensive protentionism to defend their industries as they grew. Paul Krugman argues that higher tariffs did not cause the economic downturn between the crash of 1929 and the upturn in 1932, rather credit contraction and the collapse of thousands of banks were to blame. In the 1930s, Britain’s recovery may have had much to do with the system of “imperial preference:” favouring of trade with nations in the empire.
 


Californian cities will perish if Americans don’t wake up, Obama’s new energy chief says. In his first interview, Steve Chu tells the LA Times “I don’t think the American public has gripped in its gut what could happen. We’re looking at a scenario where there’s no more agriculture in California.” Obama’s campaign pledge is to cut greenhouse gas emissions by 50% by mid century.

5.2.09.
Swedish government proposes extending the life of its nuclear power. Replacement reactors would be built at the ten sites where nuclear reactors operate, under the plan, which has yet to be approved by parliament. The Swedes voted nearly 30 years ago to phase nuclear out. Around 45% of their electricity is nuclear.


RWE npower CEO says UK must tackle its energy gap urgently. In an article in the FT, Andrew Duff says the energy gap will probably hit much earlier than the 2015-16 that most assume. The LCP directive means significant closures by 2013, he says, and this will require significant investment in renewables. RWE plans to invest significantly more than it will earn from the UK over the next decade. As for energy efficiency, the energy industry will spend £3.7bn on domestic reductions over the 3 years from April 2008. This is 57% of national spend, with the rest from government via the Decent Homes and Warm Front initiatives.


Obama decides to impose a $0.5m (£350k) salary package on Wall Street institutions applying for yet more money.  This is is a small price to pay, says John Gapper in the FT. The average US taxpayer earns $40k. This week we learned bonuses for financial services employees in New York was fully $18.4bn (down from $33bn in 2007). Execs still get the chance of a private-equity style reward after several years ….if they get things right.
 

6.2.09. 
Obama’s stimulus package squeezes through with just enough Republican votes, after three days of horse trading. The President leaves for town hall meetings in the interior to sell it to the American people. Any semblance of national unity has gone already. Leading Republicans say America needs tax cuts. Obama says this is the kind of thinking that locks into a past that has already demsontrably failed. Almost 600,000 American jobs were lost in January alone.

Global auditors are being sued by Madoff plaintiffs. PWC, KPMG and E&Y are all in the firing line. None audited directly – he used a three-man shop in Florida – but they did audit the hedge funds investing, and the plantiffs they had a special duty to look closer at this unique operation, where Madoff acted as both custodian and money manager.


Industrialists argue that reindustrialsation is the route to re-balancing the UK economy, in the wake of the financial sector’s implosion. UK manufacturing output fell from 33% of gross value added to the economy in 1970 to less than 13% in 2007, and manufacturing employment fell from 25% of the total workforce to less than 10%. Only 3m work in manufacturing now, down from a high of 8m in the 1950s. (6.5m were employed in financial services at the recent height, up from 3m in 1980).


Getting UK offshore wind off the ground hangs on quickly sorting out the national grid. More than 11 GW of renewables coming online in Scotland will need to get to England and SSE is considering running high voltage direct current (HVDC) lines down both coasts, similar to those used for several offshore connected to the European grid. The east coast one would make the game one of plug and play for second the third round wind developers. One will be needed by 2015, the second by 2018. A UK Transmission Review is in consultation phase at present.

German government and World Bank say they will inject $500m into a microcredit fund for the developing world. This is to prop up fledgling microloan institutions during the the freeze in credit markets in the developed world. Initially the German government will put up $130 and the World Bank $150m. The fund will be managed by three companies specialising in private finance: responsibility Social Investments and BlueOrchard based in Switzerland and Cyrano Management in Peru.

8.2.09.
UK government now has to bail out charities. With one in three charitites due to lay off staff, the government says it will make £40m available to those dealing with the impact of recession. Charitites sought £500m at a crisis meeting three months ago. The Treasury says, meanwhile, that it is powerless to stop bankers paying more bonuses because of the terms of contracts. 

9.2.09.
Worst Australian wildfires in a century kill more than 170. Arsonists have augmented a heatwave which had ther worst danger index (a combination of heat and humidity) ever. PM Keith Rudd accuses them of mass murder. Firefighters are working in temperatures up to 46C (115F). 


Growth in Gulf states will halve in 2009, IMF forecasts. The Gulf Co-operation Council states will fall from 6.8% in 2008 to 3.5%. The projections are based on an oil price of $50 in 2009. Budgets have fallen into deficit on the low oil price, and reserves are funding projects. Dubai says it processed 1,000 new residency permit applications a day in January.

Opec says it will cut production further. They have cut 4.2 mbd since September and still the price is only half what they want ($60-80 a barrel). 35 of 150 upstream projects under development have been cancelled. 

Ed Balls, Brown’s righthand man in the UK cabinet, says the crisis is worst for 100 years …..worse than the 1930s. He predicts it may “define politics of 15 years.”

Barclays announces a £6.1bn profit, and boasts of a balance sheet bigger than the UK economy. At more than £2tn, the balance sheet exceeds the £1.5tn UK GDP by a quarter. Barclays has liquid assets of just 6.7% of its total lending. Most of its assets are held in government bonds and other supposedly secure assets, so they shouldn’t come down in value. Barclays Capital, the investment banking unit, made credit crunch writedowns of £8bn in 2008, but gained £2.2 bn in Lehman accounting gains, allowing it to scrape into profitability. They reduced exposure to the commercial property market relatively early. The fear of a colossal black hole has receded.

UK bank bosses defend bonuses still, despite everything: not just Diamond from Barclays, but the new RBS boss, despite his bank being majority government owned. One of the arguments used is “we are contractually bound.” Another is that good people will simply leave if they have no bonus. By contrast, UBS effectively squashed bonuses during its bailout ….last year. John Prescott launches a populist campaign to stop all bonuses.

Credit rating agencies must be blamed for huge lapses, Goldman Sachs CEO says. Writing in the FT, Lloyd Blankstein notes that in January 2008 there were only 12 triple-A rated companies in the world, but 64,000 triple A-rated structured finance instruments such as CDOs. He notes that daily marking of positions to market prices at Goldman Sachs helped the firm to reduce risk “relatively early” in instruments that were deteriorating (as was the case with Barclays Capital).

Time for a UK general anti-avoidance rule on corporation tax, Larry Elliot says. Labout considered a rule requiring approval by HMG for any scheme their tax advisors dreamed up, but shelved it are corporate pressure. The CBI is quick to complain about the UK’s poor infrastructure and its negative impact on business. Well let industry pay its fair share then.

10.2.09. 
Pemex says oil production from Mexico’s aging fields will drop 1.1 mbd by 2012, and 1.8 mbd by 2017. Cantarell produced little more than 800,000 barrels in December 2008, down from more than 2 mbd as recently as 2004, when it supplied two thirds of Mexico’s output. Delivering the news to CERA’s annual meeting in Houston, CEO Jesus Reyes Herloes says: “Despite what some people say…. (Pemex) is not at the brink of operational collapse.” It aims to invest $60bn in its upstream business through 2012.

Senate approves Obama stimulus package. Only 3 Republicans voted for it, so it scraped over the 60 mark needed. The package aims to create thousands of new Deal-style projects, with spending of $637bn (£420bn) and tax cuts of $182bn. Allocations include $18.5bn (£12bn) for energy efficiency and renewables, $17.4bn  (£11.3bn) for modernising the electricity grid and $8bn (£5.2bn) on federal loan guarantees for electricity and renewables, making $43bn (£28bn)  on clean energy in all. The estimate for jobs created is 1.3 – 3.9m by end 2009 (versus current unemployment of 7.6% or 11 million).


US Treasury Secretary unveils a further $2tn package to rescue banks. Timothy Gleitner proposes a $1tn package to underwrite toxic loans, and $1tn to back new lending by banks. The government will also subject institutions to a detailed health check. The market does not react well, with many commentators saying there is insufficient detail.

Sacked UK bankers apologise but do not accept personal responsibility, when grilled by MPs on the Treasury committee. They had clearly been briefed by lawyers concerned about inviting litigation.
 Shortly after Sir Fred Goodwin apologises, RBS announces 2,300 more job losses. Goodwin says he didn’t understand the vehicles his clever people were inventing. Sir Tom McKillop, former chairman, says he didn’t either. “I don’t have any formal banking qualifications,” he says.
 A psychologist, Oliver James, observes that none of the four authentically accept any blame. Their tone was like Blair’s on Iraq: “it was the right decision at the time in the light of the evidence available.” James isn’t surprised because “the definitive study of senior business managers found they were more likely to suffer from several personality disorders, such as narcissism, than inmates at a secure mental hospital.”

Lloyds TSB accused by Treasury of tax avoidance worth hundreds of millions of pounds. In court, the Treasury alleges they used a subsidiary for a transatlantic scheme that disguised loans to American financial institutions as commercial investments. Lloyds has recently been bailed out with taxpayers money and is 43% owned by the Uk government.

11.2.09.
A black day for Brown as the FSA deputy chairman is forced to resign by a whistleblower he fired when CEO of HBOS. Sir James Crosby was a Brown appointee. The whistleblower, Paul Moore, was head of regulation risk at HBOS, and was warning the bank was growing too fast at the time he was fired. KPMG conducted an enquiry on the dismissal at the time, and cleared Crosby on fairness, but did not rule on the risk officers concerns. 

BoE says UK is in “deep recession” and suggests “quantitative easing” must begin in March. Traditional monetary policies  are not working, Mervyn King says. So it will target the money supply by buying lots of government bonds, so pumping money into the system.Buying these assets also raises their prices, decreasing yields on government bonds, so reducing borrowing costs across the economy.

The FSA chooses today to say it did warn HBOS about growing too fast, way back in 2002. The big question, then, is did it tell the Treasury while Brown was chancellor?

Congressional leaders reach compromise on the stimulus bill, which is now $789bn. Meanwhile bank bosses come under fire in Congressional appearances. 

Citigroup CEO Vikram Pandit says he will take a salary of $1 (it was $1m last year) and forego bonuses until the bank returns to profit.

The Obama stimulus package cannot work, says Martin Wolf. It needs “focus and ferocity”, and has neither. It just “hopes for the best.” The problem is that the plan targets illiquidity, but a good few financial institutions are actually insolvent (their assets are worth less than their liabilities). The IMF calculates that US-originated losses on credit assets alone are now $2.2tn (£1.5tn), up from $1.4tn in October. The US should amit reality, resturture banks, and “above all, slay zombie institutions at once.”

China’s exports suffered 17.5% decline in January, compared to the same month a year ago. This is the biggest fall in a decade.

IEA forecasts the slowest rise in Chinese oil consumption since 1982: just 56,000 bd up on 2008@s 7.9 mbd. Its 2009 forecast for global consumption is now 84.7 mbd, down 1 mbd from 2008, and down 57,000 on its estimate a month ago. The current cuts in investment will affect oil supply somewhat this year, but most impact will be in a few years time.

Stern says green stimulus packages could save billions of dollars in coming years. He and three authors of the Stern Review publish a paper urging governments to act on carbon taxes, emissions trading and other measures. They call for a total global package of $400bn (£279bn) over the next year, around 20% of the total stimulus money likely to be tabled ($2 trillion). In a separate report, the World Resources Institute finds that every $1bn invested on energy efficiency and renewables would save 30,100 jobs (£1bn on this basis creating 44,000 jobs), yielding $450m of savings a year to the US economy for many years.
 

Significant decline in European electricity consumption threatens utility profits and investment programmes.  Utilities have traditionally been viewed as a safe haven in recession, but even they are suffering this time. There will be a delay in impact because so much electricity is sold forward as a hedge (RWE says it has sold forward 90% of 2009 generation), but analysts are worried that if the recession drags on, the sector will be hit hard.
 Costs are also an issue. Eon has just announced a severe cost-cutting programme, having expanded too fast in southern Europe and the US.

12.2.09. 
US banks faced financial stress tests to assess which are worth salvaging. Government inspectors are to trawl through the balance sheets of the biggest 18 or so institutions line by line. Krugman and Roubini are among those who are calling on Treasury Secretary Geithner to get on with nationalising institutions – and slaying zombie institutions - rather than waste any more taxpayers money. 

UK unemployment reaches almost 2m as bankers say bonuses will be paid despite public pressure, now huge (with the Sun on the case). Traders will simply defect to rivals without bonuses, they say.  Lloyd’s CEO Eric Daniels tells the Treasury select committee he thinks his £1m salary is relatively modest. The BoE says the economy will shrink by 4% by the summer. 

Four foreign-owned energy companies grilled by MPs on why they haven’t cut prices to consumer. SSE have cut prices by 9%, following BG’s first move. 

13.2.09.
UK green homes package announced. Ed Miliband says all properties will have cavity wall and roof insulation by 2015, meaning 400,000 homes a year need to be retrofitted. 

Eon joins forces with Greenpeace to urge the government to install more CHP. An unlikely alliance, given Kingsnorth.

Norway aims to be the global leader in CCS with a commitment of around $5.9bn – 7.4bn for three projects over the next few years. The Mongstad test centre will operate from 2011, separating 10,000 tonnes of CO2 a year. The Mongstad full-scale plant, producing 280MW of electricity and 350MW of heat from gas, will capture one million tonnes of CO2 for storage under the North Sea. The 420 MW Karsto gas plant aims to be the first full-scale CCS plant in the world, operational by 2013-14. Pricing is very difficult to work out with current understanding. Four years ago, Karsto was estimated at €90 ($115) a tonne, and now will be much higher. The operators say they will know pricing by September.
 

Saudi Arabia says it will export as much solar as oil one day, or so its oil minister told the CERA meeting in Houston. Oil minister Ali Naimi says it will first use solar home, and begin exporting within a decade.

Cost to UK of war in Afghanistan soars to £2.5bn. Afghanistan and Iraq are costing £4.5bn a year. The total since 2001 has grown to £14bn.


Tax justice campaigners estimate that tax havens collectively hold $11.5 trillion, some of which comes from avoidance and evasion. Each year the US may lose $100bn, and the UK between $20 and 80bn.
 


E.ON becomes first utility to order a wave machine for UK installation: a second generation P-2 Pelamis converter, generating 750 kW, 180 m long, 50 m longer than the P-1. The device should be fully operational by 2010. Pelamis became the first company to operate a commercial wave farm, offshore Portugal, in 2008. 

Microalgae seem to be emerging as the great hope for biofuels. Growth far outstrips macroflora such as corn and soya bean. They have high lipids and can grown in vats on marginal land using seawater. They yield some 3,000 litres of oil per hectare, compared to 100 litres for soya bean (currently used for 80% of US biodiesel) according to the US DoE. The Carbon Trust’s Algae Biofuel Challenge, the first significant algae biofuel investment by a government, anticipates pilots by 2015 and full commercialisation by 2020, with more than 70 billion litres of fuels meeting around 12% of aviation and 6% of road-fuel needs by 2030. Petrosun, an Arizona-based company, already has a commercial operation: a 450 hectare saltwater-pond facility yielding 20m litres of of algal oil and 50m kg of biomass a year.

14.2.09.
US Congress agrees to cap bankers’ bonuses at a third of their salary, for the banks receiving taxpayer support. Gordon Brown comes under pressure to do the same.

Drigg nuclear dump operators use local newspaper ads to ask old workers what was put in the site. The new operators, LLWR, has found that records are completely inadequate, and are looking for workers from the 1960s through 80s who might be able to help them fill in the holes, so to speak.


The party is over in Dubai. Property prices on the Palm Jumeirah artificial island have fallen 60%. Half all UAE construction projects are on hold, or cancelled - $582bn (£400bn) worth. Half-built towers stretch off into the desert. The stock market is down 70% and banks have stopped lending. The heavily-censored media does not print the unemployment figures, but hundreds of cars have simply been abandoned at the airport by expats fleeing mass redundancies and draconian laws that can mean imprisonment if you default on loans. Oil-rich Abu Dhabi is going to have to bail its neighbour out, it seems.


Now that the need for the state is clear to all, tax avoidance can be consigned to history, Will Hutton argues. As much as 1% of GDP is being lost, half of it with the help of the supposedly reputable Big Four accountancy firms. Of the top 700 companies, nearly a third pay no tax at all. We see the specatacle this week of Lloyds accused of tax avoidance by the very government propping it up with a whacking contribution from the tax base. “We now that capaitalism without the state is inoperable.”

15.2.09. 
Total CEO says world oil production is near peak and will never exceed 89 million barrels a day. Christophe de Margerie says Total has revised its 2015 forecast down fully 4 mbd, citing high Canadian costs, the political difficulties of Iraq, Iran, and the low oil price hampering investment by NOCs and smaller companies (meaning faster depletion in the North Sea).


UK government bans executive bank bonuses in institutions where state own a stake. Only junior workers can expect one. 

Senior Wall Street bankers knew Madoff was a fraud and kept quiet. Citigroup’s MD in charge of worldwide derivatives research in 2005 told colleagues at the time that he thought Madoff was dishonest. Goldman Sach’s global head of equity derivatives research, Joanne Hill, thought the returns were too good to be true, and said so.
 

Risk officers in banks weren’t listened to or were fired. Lehman’s chief risk officer, Madelyn Antoncyc, was uneasy about the huge bets in sub-prime, and was sidelined. Banks went right on incentivising their staff to shovel cash out of the door, tieing their bonuses to lending targets. The seven deadly sins en route to ruin for a bank: 1. Become an investment bank; 2. Buy toxic assets; Participate in or sponsor structured products (CLOs, CDOs, etc); 4. Mark to model, rather than real prices; 5. Make leveraged loans (higher risk but higher interest); 6. Go in for mergers and acquisitions; 7. Instigate a bonus culture.

The countries that most resisted globalisation are least affected by the financial crisis, notes Harvard economist Kenneth Rogoff. He finds that India, with its comparatively stringent restrictions on international capital flows, now is the most optimistic about growth prospects. At the other end of the spectrum sits Iceland. 

Jim Hansen calls coal-fired power stations “death factories,” and coal trains “death trains.” The climate is nearing tipping points, he writes. Coal stations should be closed.

Burial cost of carbon dioxide at a typical coal fired power plant is likely to be £250m a year. Statoil’s CCS project at Sleipner East is successfully trapping CO2 in a sandstone reservoir in an old gas field. Millions of tonnes have been pumped underground with no sign of any escaping. Current estimates suggest the cost of burial is at least £50 a tonne. A typical station (800 MW) will produce 5 million tonnes a year, giving as burial cost of £250 million. Note: Per head of population the UK has put more CO2 into the atmosphere than any other nation, because of the Industrial Revolution. There are three routes to CCS. Pre-combustion capture, which can only be fitted to new plants, involves mixing coal particles with steam, producing carbon dioxide and hydrogen. The hydrogen is a useful green fuel. Post-combustion capture involves burning the coal and then extracting the carbon dioxide. Oxy-fuel combustion involves burning the coal in pure oxygen, resulting in fewer polluting products.

16.2.09. 
Centrica tells the press that UK faces gas crisis as storage runs down and pipelines break down. The parent of British Gas is down to three weeks supply after the cold winter (it keeps three quarters of the nation’s reserves in the Rough field) and the pipeline breakdowns are serious. A compressor has failed in a pipeline from the Netherlands and an electrical failure has shut down the Norwegian pipeline.
 Total UK demand is about 380 mcm a day, and Rough can supply 45 mcm a day. UK’s total gas storage is 4.3 bcm (3 bcm in Rough), giving 15 days supply, versus 99 days in France.


Europe is losing its grip on the Nabuco pipeline concept as Turkey tries to position as a buey are reseller of Caspain gas. Meanwhile, Gazprom has bought the Serbian national oil and gas company, and has fresh markets there.

Exxon announces it replaced 103% of reserves in 2008. But of the reserve addition of 1.5 billion barrels of oil equivalent, 1.1 billion barrels are from the tar sands.

EU ETS carbon price falls to €8.20, a new low, after sales by cash-strapped companies and falls in emissions. EU CO2 emissions under the scheme fell just 3% last year.


Solar reaches the front cover of Fortune magazine, in the form of Dr Shi, “China’s Sun King”, Asia Businessman of the Year. In just eight years, the son of peasant farmers has grown Suntech from a $6m start-up stake to a $1.3bn revenue company employing 4,300. he had originally hope for 1.4 GW production by end 2009, but expansion plans are now on hold. he had to fire 800 at the end of 2008.His aim is 14 cents per kWh electricity by 2012, down from 35 cents now.

PV panel production was 11.9 GW in 2009, up 66% from 7.7 GW in 2008, research company iSuppli forecasts. But 2009 installations will total only 4.2 GW, they expect, up from 3.8 GW in 2008.

17.2.09.
Obama signs $787bn stimulus package into law after touring a solar rooftop installation in Denver, The US solar industry has been lifted out of the doldrums as a result of the package, in which businesses and homeowners qualify for 30% grants for any investment in renewables, and can call on a total of $7.6bn £5.2bn) in loan guarantees and bonds. Customers are lining up, solar companies say. Critics of the stimulus say that the $27bn (£18.7bn) which goes on road and bridge building will create lots of emissions, and the $11bn (£7.6bn) for the grid is not enough to unlock the full potential of renewables (by several times). Note 81,000 are employed in US coal mines.

UK engineering institutions back energy-efficiency retrofits of existing buildings. In a letter to the Guardian, representatives of four engineering instates and academies point out that 45% of UK emissions come from heating air and water in buildings, and that 87% of existing buildings will still be in use come 2050. Greening the public sector stock – some 30% of all buildings – would help enormously with deep cuts in emissions. The annual rate of construction, based on January starts, is now at a record low of 466,000.

18.2.09.
Obama unveils a plan to help US mortgage holders with $75bn in subsidies for lenders – provided they ease up on rates for those at risk of losing homes. 


Investments in Gulf oil projects fall, threatening industry, a survey finds. The annual review of the Arab Petroleum Investments Corporation charts an average 20% of projected investments will be deferred in the next 5 years as a result of the financial crisis. This compares to a global average of 30% deferral. The review concludes that there is a threat to global supply, and that oil companies should reschedule projects, not cancel them.


Sakhalin-2 LNG project inaugurated. The £22bn installation will be able to supply 5% of global LNG demand, when fully up and running next year, the Russians expect. About 65% of it will go to Japan: the first major outflow of Russian energy to Asia. Yesterday, Moscow agreed an oil-for-loans deal with Beijing: $25bn of loans for Rosneft and Transneft, the state-controlled oil and pipeline groups, in return for 30m tonnes of East Siberian crude over 20 years.

19.2.09.
Brazil and China sign a landmark oil-for-debt deal: 100,000-160,000 barrels a day in return for loans of up to $10bn to develop the pre-salt fields.

George Soros calls for the creation of a eurozone government bond market. In an article in the FT he argues that it is needed to lend credence to bank rescue efforts and to support the newer and more vulnerable members of the EU. The market could be controlled by eurozone finance ministers and run by the European Central Bank.


A new book argues government-to-government aid to Africa “doesn’t work.” Damisa Moyo does not target charity-aid, but “systemic aid” (government to government aid, or via institutions such as the World Bank). More than a trillion dollars of this has flown from the west to Africa over the last half century. Much of was lent on the condition that free-market policies were adopted, and trade liberalisation has done much harm to African economies. She advocates an approach which views Africa as an equal partner, plus more microfinance and use of savings, pointing to a calculation by Peruvian economist Hernando de Soto that the total value of savings held by the poor of Asia, the Middle East and Africa is some 40 times all the aid ever received around the world since WW2. Closing corporate tax loopholes, through which poor countries lose a minimum of $160bn a year, would also help.


Allotment waiting lists soar to 100,000 in UK as recession bites.  There used to be 1.4m allotments in the late 1940s. Now there are only 300,000. The National Trust gives up enough land to grow 50,000 sacks of potatoes on per year.

20.2.09. 
Saab files for bankruptcy, and parent GM is in serious trouble. The Swedish government rules out a rescue. GM has stopped all Hummer marketing, and halted production of the H2.

21.2.09. 
Shell plans to lend Nigeria $3bn (£2.1bn) to sustain oil production threatened by lack of government funding. This government underfunding also means Shell has failed to meet its commitment to stop routine gas flaring by the end of 2008: it has cut flaring by half but the Nigerian government hasn’t paid its share …of $3bn.

Consumer activist forces npower to repay £1.2m they overcharged households for gas. Trying to figure out their complex charging process left him with the impression he had overpaid £26.83. But then, he thought, millions of others must have overpaid too. The Ombudsman and Energywatch didn’t want to know, but BBC Watchdog ran with the story, prompting Ofgem to launch an inquiry. After 8 months of investigations, they finally ordered npower to repay £1.2m.
 

22.2.09. 
West is responsible for much of the rapid increase in China’s CO2. A new report shows that half the increase is down to manufacturing of goods for export.

23.2.09.
E&Y says energy companies need to double their investments on renewables, nuclear and grid updating if emissions targets are to be hit and lights are to stay on. The report, commissioned by Centrica, sums requirements to a total of £234bn by 2025 (£14bn a year, double last year’s spending of £7.3bn), much higher than earlier estimates (£165bn by 2020 in a June 2008 E&Y report based on the 15% renewables target). The update factors in nuclear spend, most of which will come after 2020, and inflation in wind costs (now £2.6m per MW and up to £3.5m per MW for offshore wind). Nuclear cost is now estimated at £3m per MW. The new figures imply a significant hike to energy bills, but E&Y won’t say how much (The June report suggested 20%).


UK police say Britain faces a “summer of rage” as newly disnfranchised middle class people join protests for the first time.

25.2.09.
China and US are leading in the “green” component of their stimulus packages, HSBC study shows. The share of the global stimulus packages entailing emissions reductions is $430bn (£309bn): 15% of a total of $2.8 trillion ((£2tn). This from an analysis of 20 economic recovery plans, in terms of the 18 investment themes identified in the HSBC Climate Change Index. The stimulus packages recently unveiled in the United States, Germany, Japan and South Korea have allocated more than £60 billion to renewable energy and energy efficiency in buildings. This is funding that is having immediate effect. Very little has been allocated to renewables yet, except in the US ($32.7m, £22.7bn).
 (L) Many more details in report.


Total says it wants to participate in the trans-Sahara pipeline, from Nigeria through Niger to Algeria. Gazprom has also expressed interested in such a plan, which would cost €15bn.

26.2.09.
RBS takes £25.5bn of UK taxpayers’ money and a £325bn government insurance on its assets, leaving the government with an estimated 95% stake.  Former Boss Sir Fred Goodwin refuses to hand back any of his £16m pension deal, as requested by the government.

Co-op Bank funds legal challenge by Cree nation against the tar sands expansion. The indigenous people claim extraction is destroying hunting and fishing grounds. The oil companies involved are BP, Shell, ConocoPhilips and Total.

27.2.09. 
David Cameron promises to replace the Human Rights Act with a Bill of Rights. The act has failed to protect against an erosion of civil liberties under the Labour government, he says. A report for the Convention on Modern Liberty reports nearly 25 acts of parliament and more than 50 separate measures that have eroded British liberty.


British Ministers refuse to answer questions about British involvement in American torture when Parliament’s human rights committee asks them to do so. David Milliband and Jacqui Smith claim it would be counter to national security interests. This week Binyam Mohamed is released from Guantanamo Bay. His lawyers say he was subject to medieval torture after he was “rendered” to Morocco in 2002, that MI5 passed material to the CIA for use in his interrogation and that seven years of incarceration without trial and torture then followed. 

28.2.09.
More than 1,500 attend the Convention on Modern Liberty in 8 British cities: lawyers, writers, journalists, academics, politicians and civil-rights campaigners, all worried about the collusion between government and courts to create a database police state via such mechanisms as DNA registers, ID cards, and surveillance powers. Lats yeat 80% favoured ID cards, now 80% are against.
 
Since mid 2006, American activism has halted plans for 83 coal plants. Thousands protest against coal-fired power in Washington today. Michigan’s governor announced a moratorium on all coal plants this week.
 

1.3.09.
REC plans to use low-carbon production for its PV modules as a major selling point. The Norwegian solar giant says it can reduce the energy payback to less than a year for crystalline modules, lower than any other module on the market. This it can do by using the fluidized bed reactor method of ingot production, which operates at lower temperatures than the widely-used Siemens process. REC also focuses on thinner wafers, higher efficiencies, reducing the amount of aluminium and glass used in the module, and manufacturing near to sites where hydro-electric power can be used. Typical modules in southern Europe have 1.5 year paybacks, according to a University of Utrecht study for REC. Note that its new plant in Singapore, producing wafers through to modules, REC will bring the manufacturing cost of modules down to less than €1 per watt.


Photon’s solar PV company survey shows cell production was up fully 85% to 7.9GW in 2008. This is a much higher result than other consultancies. The authors are not sure where all the modules have gone. The 15 GW supposedly installed in Germany last year is “guesswork”. Photon Consulting estimates 5.7 to 6.6 GW of installations in 2008. The companies report 15GW of intended production in 2009, with the top 20 companies expecting 9 GW of production – around 60% of the total. Q-Cells is still number one, but First Solar is now second ahead of Suntech.


It emerges that Fred Goodwin rejected union please for leniency on pensions when he was RBS CEO. He altered arrangements 3 years ago to raise the minimum qualification age 55 not 50, and then only if pensions were cut by up to 40%. Still he won’t give back any of his £693,000 a year pension.

2.3.09. 
Stock markets fall to their lowest levels of the crisis. The S&P 500 fell 4.7%, 22.9% so far this year, to  its lowest since 1996. A $61bn fourth quarter loss by AIG was among the bad news responsible in New York. In London, HSBC launched a record cash call for £12.5bn, and admitted loosing all the $15bn (£10.7bn) it “invested” in the US sub-prime mortgage market, leading the reasons the FTSE 100 plunged 5%, (18% down so far this year).


Contractors in Dubai suffer as state-linked developers fail to meet financial commitments, including even Nakheel and Emaar. $250bn of projects have been cancelled or delayed in the 7 states of the UAE, the majority in Dubai.

4.3.09.
Micro-democracy seems to be on the rise. A social networking machine built by Barack Obama raised $600m for his election campaign, and he communicates with the people in it regularly by e-mail. This example comes at a time when disillusion with politicians is generally high. In the UK, there is growing realisation that local services work best when people are consulted.

5.3.09.
Bank of England begins printing money to fight the downturn. It will inject £75bn into the economy over the next 3 months via the purchase of government gilts and commercial assets: so-called quantitative easing. It has also cut the bank rate to 0.5%, the lowest rate in the Bank’s 315 year history.

8.3.09. 
Climate change is creating “a war between the generations,” young activist argues in the Observer.The feeling among young people that their parents’ generation has let them down is growing, finding expression in growing numbers of non-violent demonstrations. Joss Garman, co-founder of Plane Stupid, says that younger members of the government need to choose their side.

9.3.09.
 UK wind industry calls for state aid to keep it moving. The industry is being hurt by having to import turbines with a weak pound. Ironically, Vestas had set up a turbine factory in Scotland in 2003, but had to close it down last year due to weak demand.

LNG plants coming onstream over the next year threaten a gas glut, pushing down prices. The vast facilities in Qatar, and other projects approved in the middle of the decade (Sakhalin 2 [Gazprom and Shell], Tangguh in Indonesia [BP}, Yemen [Total]), are due on stream this year and next. New terminals are also coming onstream including in Wales, Louisiana, and north-east Italy. Meanwhile, gas demand has dropped fast as industrial users and carmakers have cut back. Jonathan Stern estimates the European and Asian markets will contract 10% this year.


Asian Development Bank fears total assets lost in the crisis so far now exceed $50 trillion (£35,000 bn). This includes losses on stock market and in asset-backed bonds, but not financial derivatives. In another announcement, the World Bank warns that developing countries face a financing gap of $270 - $700bn a year.
 


Czech president Vaclav Klaus attends a convention of climate change deniers in New York. A report by the Centre for Public Integrity estimates 15% of Washington’s lobbyists are now working to stop Congress passing a law capping carbon, and that opponents of progress on climate gave work to 2,430 lobbyists in 2008.

10.3.09.
Scientists say sea-level rise could be more than a metre by 2100, much higher than the last IPCC report concluded. Presenting latest research to a conference in Copenhagen foreshadowing the climate summit there at the end of the year, Prof Konrad Steffen of the University of the Colorado says melting of the Greenland ice sheet is accelerating faster than expected. Others report satellite and ground-based data showing sea-level continuing to rise at around 3mm per year since 1993, well above the twentieth century average. Another scientist, Jonathan Bamber of Britstol University, believes the threat to the ice sheet is over-estimated, and that it might be able to survive a global temperature rise of more than 3C.
 

11.3.09. 
Investors are stampeding to sell government bonds to the Bank of England, the FT reports, as quantitative easing gets into full swing. 

12.3.09.
FSA chairman Hector Sants says people should now be “very frightened” of the watchdog, which will be sharpening its teeth. “A principles-based approach does not work with people who have no principles.”

Bernard Madoff pleads guilty to 11 felonies, which exposed regulatory failures too vast to chronicle here. He tells the court “I cannot adequately express how deeply sorry I am for what I have done.” He faces up to 150 years in jail. The big difference between this fraud and Enron or Worldcom is that the men at the top there claimed they were unaware of the fraud, and investigators had to work their way up the chain - often offering underlings deals in order to win guilty pleas - to get to the next stage. Enron took four years and six months from bankruptcy to conviction, Worldcom two years and eight months.

Jack Welch says he thinks focusing on quarterly profit is “a dumb idea” for executives. “On the face if it, shareholder value is the dumbest idea in the world,” he tells the FT. There must also be focus on long-term value of a company. And he is the father of the shareholder value movement that dominated the corporate world for 20 years, following a speech he gave in 1981 shortly after taking the helm at GE ….which today lost its triple A rating from Standard and Poor’s. Welch claims now that he never meant for executives just to focus on the share price.

Most businesses are unaware they will have soon have significant emissions bills. All companies with energy bills of £1m or more (that is some 5,000) will be forced to report energy usage and buy carbon credits to cover emissions, under a new regulation called the Carbon Reduction Commitment, for which guidelines are published today. From 2011 they must pay £12 a tonne of carbon dioxide. The total raised will be around £660m, but some of the larger companies will face a bill of millions. The money is effectively a loan: it will be returned after three years, plus or minus a penalty of a 10% forfeit for the worst performers, and a 10% bonus for the best perfomers.
 

13.3.09. 
IEA says non-Opec oil supply will fall this year, IEA says, leaving non-Opec countries dependent on Opec to make up any shortfall. This is the first year since 1998 that non-Opec producers will have failed to lift production. Non-Opec is projected to fall by 380,000 barrels a day.


Record revenues for solar PV, wind and biofuels in 2008: $115bn in all, up 53% over 2007; $51.8bn for wind, 34.8bn for biofuels, and $29.8bn for solar PV. So says Clean Edge, as reported in Recharge. 


Chinese premier expresses concern about the “safety” of his country’s huge credits in the US. Wen Jiabao fears that the growing debt will cause inflation and the collapse of the dollar. China is the largest holder of US government debt, with some 70% of its foreign exchange reserves, nearly $2tn, in US dollar assets. “To be honest, I am a little bit worried. I request the US to maintain its good credit, to honour its promises, and to guarantee the safety of China’s assets.
 


Swiss banks give ground on banking secrecy. Now banking centres from Leichstenstein to Singapore have all agreed to make it easier for governments to pursue tax evaders.

15.3.09.
PFC says Shell’s emissions disclosure falls behind other oil rivals and is well below best practice.  BP is ranked highest, and ExxonMobil is above Shell.


Obama administration expresses outrage at AIG for paying $165m (£118m) in bonuses from the bailout package. However, they say they have limited ability to influence the ailing giant.

16.3.09. 
Gordon Brown belatedly admits “full responsibility” for a role in creating the banking crisis. In an interview with the Guardian he admits he wishes he had led a campaign to demand more responsible regulation of the world’s financial markets ten years ago.

Anglo-Saxon casino capitalism has been eschewed by more careful countries in Asia. So argues Kishore Mahubani, dean of Singapore’s Lee Kuan Yew School of Public Policy. But on the whole, Arthur Kroeber of Dragonomics argues, governments are no better at avoiding asset bubbles than the private sector. Japan did so despite having its bank sector under strict guidance, for example. China intervened to cool its economy down last year, thinking it was fine tuning, and caused a crash in property prices. Neither regulation nor deregulation work, Kroeber feels.
 

17.3.09. 
China says western nations should take responsibility for its emissions. Its top climate negotiator says emissions for manufactured goods should be assumed by the nations the goods are exported to.

18.3.09.
FSA chairman Adair Turner says days of light-touch regulation are over. Among other seeping measures, banks will be forced to hold more capital, and increase holdings of liquid assets and cash.


AIG’s chief executive urges staff to give back bonuses. Edward Liddy says they should “step up and do the right thing.”

19.3.09. 
Congress votes to claw back AIG bonuses with a 90% tax. The House of Representatives votes 328 to 93 in favour. The Senate votes on a similar bill next week.

Barclays obtains a gagging order against the Guardian, to stop the paper discussing whistleblower claims already published on a website that they made £1bn a year from elaborate tax avoidance deals.


Ug99 airborne fungus is spreading from Africa to Asia, and could threaten the wheat harvest in central Asia. If this happens, almost 15% of the world’s wheat crop, feeding more than a billion people, is at risk. The fungus, with spores that can travel hundreds of miles on the wind, has reached Iran, and leading crop scientists gathering for a summit on the crisis in Mexico this week fear it could spread to Pakistan, India and Bangladesh. Plant breeders are racing to develop new resistant strains, and distribute the seeds, and they do report progress.

21.3.09. 
First LNG tanker docks in Milford Haven, welcomed by the government, feared by protestors, who say risk assessments are inadequate. Up to a quarter of UK gas will eventually arrive at the two terminals in Milford Haven. The first, South Hook, owned by Qatar Petroleum, ExxonMobil and Total, will deliver 2bcf daily at capacity. The second is due to come onstream later this year.

Bankers both sides of Atlantic react with fury to the tax move by Congress. A Wall Street banker says “it’s like a McCarthy witch hunt.” A Frankfurt banker says: “The tax measures will send the US back to the stone age.” They talk of a talent exodus.


In Moscow, the Kremlin says it will not bail out Russia’s oligarchs any further. Nor their foreign creditors, so putting pressure on both sides to renegotiate the $130bn of foreign debt in play.

Financial crisis is leaving a hole in UK renewables plans, 40 companies tell minister in letter. BT, M&S, United Utilities have written telling climate change minister Joan Ruddock of their fears. Renewables subsidies are around £1bn a year now. Nuclear decommissioning costs will be £75bn and replacing Trident £25bn.

22.3.09.
RBS may now face criminal investigation, as non-executive directors complain of intimidation and threats of being fired if they asked searching questions. At least three NEDs are involved, so insiders tell Lord Faulkes, a former government minister, who has written to the FSA detailing the concerns. One NED tells journalists of a “dismissive culture” towards him and others.

AIG staff receive death threats about their bonuses, as total dished out reaches £218m. Demonstrators gather outside the homes of AIG executives in Connecticut. Security guards have been placed outside offices and homes. Executives are advised by the company in an internal memo to travel in pairs, and not wear company logos. Republicans demand Geithner’s resignation, and want to know why Treasury officials apparently opposed legislation that would have stopped the payment of bonuses by AIG.

Bankers “still believe they’re masters of the universe,” says Ruth Sutherland in the Observer. Those advocating regulation tend to be accused of “populism” and “saloon-bar solutions,” the implication being that “if you disagree you must be thick.”
 


Expectations fall for the G20 meeting in two weeks time. The stakes are transparently high, with the global economy set to contract in 2009 for the first time since 1945. But the disagreements are profound, with no sign of a consensus on which parts of the casino to shut down. The French and Germans want more regulation of banking and less short-term stimulus, the Americans generally the reverse. Some governments, including Italy, don’t even want to call it the G20 summit, just the London Summit. Leaders will not want Brown to grandstand, after he spent a decade as british Chancellor lecturing allcomers on the poteency of unregulated markets.

Eco-corruption emerges as a new class of crime. 19 people have been arrested in Spain on charge of taking backhanders in a property boom in a small Aragon town enriched by wind power income, including the mayor. Elsewhere, trafficking in licences to develop and connect solar farms is being investigated, after a second mayor was arrested allegedly for selling licences. Of 30 solar farms inspected by the Spanish National Commission for Energy, only 13 were actually connected to the grid properly. But on sunny days, solar PV is now providing up to 5% of the nation’s energy (the journalist probably means electricity), and wind covered almost a third of electricity last month.

Ethical investment funds are suffering worse in the recession. Value has slumped 30% in the 12 months to end February, compared to 25% for non-ethical funds, which tend to be propped up by less recession-prone stocks in tobacco and pharmaceuticals. Also, ethical investors tend to be “stickier,” holding on to their stocks longer.

23.3.09. 
US Treasury chief unveils a $1tn loans clean up package. The government will match private funds dollar for solar in buying questionable loans and complex derivatives.

Nine out of the top ten AIG bonus holders elect to give them back: a bonus for Obama and his beleaguered Tresury Secretary.

WTO predicts a 9% fall in world trade during 2009. This would be the largest drop since the second world war. The global economy grew 6% in 2007, and 2% in 2008. Pascal Lamy, Director-General, says: “The risk is growing of protectionist measures choking off trade as an engine of recovery.”

Barclays Capital expect 2009 PV shipments to decline by 25% YoY. They give the following reasons: 1) challenging financing conditions for commercial solar projects in major solar markets, 2) weak demand in residential solar segment, 3) slowdown ahead of U.S. stimulus–related incentives program, and 4) severe weather conditions impacting Q1 demand in major markets. They estimate 44% of 2009 solar demand from the residential solar segment, 26% from the commercial rooftop segment, and 30% from the ground mounted segment. Their demand outlook assumes that residential shipments increase 12% YoY in 2009, commercial rooftop shipments decrease 31% YoY, ground-mounted shipments decrease 53% YoY. 

24.3.09.
MBA schools guilty of institutional arrogance, inmate alleges. Philip Delves Broughton, author of ‘What they teach you at Harvard Business School,’ says that the schools teach leadership above management, and it breeds arrogance in their graduates. It is a myth that every successful business career should end in leadership. Many of the roots of the current economic disaster have been unleashed by their alumni: “the rise of the MBA almost exactly matches the rise of the economic system that is now in the hospital emergency room.”




George Monbiot says biochar as a universal climate-change solution is an illusion. He thinks too much land would need to be taken away from agriculture, and criticises advocates (Chris Goodall, Peter Read) in his usual style.
 

25.3.09. 
Lord Browne calls for great state control of energy markets in an interview with the Guardian. He says energy markets need a new strategic direction in the face of climate change, and market mechanisms can’t provide that. Without state intervention green energy targets won’t be met.
 


Two US banks pull out of Barclays tax avoidance scheme. Bank of America and BT&T have repaid “Project Knight” loans of $11bn taken with Barclays, and designed to all deprive the UK Treasury of some $270bn a year.


Vandals break windows at Sir Fred Goodwin’s home. He lives in Edinburgh, home of RBS, job losses will will run into the thousands.

27.3.09. 
Obama soothese tensions between Wall Street and Washington as Senate considers watered down version of the House of Reps bill, that would impose only a 70% tax on bonuses awarded to employees of institutions receiving taxpayers funds. 


In a tent city in Sacramento, redundant workers are joining the long-term dispossessed. Oprah Winfrey descended with TV cameras on the 200 residents, and Governor Schwarzenegger promptly announced that permanent shelters would be arranged. Other such tent cities are springing up around America, though not yet on the scale of the 1930s “Hoovervilles.” Then, unemployment reached 25%. Currently its around 8%, but rising.


Merkel warns stimulus would create unsustainable recovery, and urges China to expand domestic demand. The crisis happened “because we created economic growth with too much money,” and we mustn’t repeat the mistake. 


CBI urges G20 leaders to pledge faith in capitalism. Richard Lambert, CGI director general, worries that the anti-banker sentiment is turning into a witch hunt that will cost UK plc investment, and a robust argument needs to be made for open markets and competitive economies. “It would be good if the G20 leaders were to remind the world that a shift to market economics had lifted 500m people out of poverty in the the last 15 years.”

28.3.09. 
Lights turned off around the world for “Earth hour.” Many cities participate in 88 countries. Participants say this sends a signal to world leaders about the importance of Copenhagen working. Critics say this sends the wrong signal about solutions.

31.3.09.
OECD warns G20 leaders that world trade is “in freefall,” and tells Brown there is no room for the kind of stimulus he has in mind. The think-tank expects trade to drop 13% this year, and member economies to shrink by an average of more than 4%. Unemployment will go up by at least 25m in OECD states and recovery cannot come before 2010 if then.

Japanese say their asset price bubble experience in early 1990s shows that stimulus is essential. The differences in opinion with Germany are made very clear by PM Taro Aso.


Sarkhozy threatens summit walk out if his request for tighter global financial regulation is ignored. He is playing to the domestic audience, pundits say.

1.4.09.
Thousands protest, mostly peacefully, at the G20 Summit in London. The climate camp on Bishopsgate is peaceful, but police “kettle” 4,000 outside the Bank of England, leading to violence, and some anarchists smash their way into RBS. Bankers wave £10 notes from windows, (but not £50 notes, it seems). A trader tells a journalist thay his peers are betting on how many arrests will be made, and paying out for deaths and if more than 20 people are injured in horse charges. He needs 140 arrests to make money. He loses the bet.
 The people in the kettle were finally allowed to leave that night, but required to provide names and addresses. They were taken back to the kettle if they refused. Bishopsgate climate protestors were cleared aggressively by baton-weilding police with dogs after nightfall. A protestor reports on a Guardian blog that when legal observers called out for people who saw police hurt protestors to take their numbers, a whole line of police duly covered up their badges.
 

Martin Wolf predicts the G20 will fail to rise to the challenge. The surplus countries (China, Japan, Germany) see the roots of the problem in the profligacy of the deficit countries (US, UK) meanwhile urging them to keep their markets open to accept imports (while borrowing unsustainably to pay for them, implicitly). The current account surpluses in China, Japan, and Germany in 2007 were respectively $372bn, $253bn, and $211bn. But the deficit countries are running out of private borrowers able to bankroll the importing. The underlying imbalances, Wolf argues, are hardly changing at all and “the world economy cannot be safely balanced by encouraging a relatively small number of countries to spend their way into banktruptcy.”

BP sheds 620 jobs at solar plants in Spain and US. Critics say the recarbonising company is sending just the wrong message at just the wrong time.

Ian Tomlinson, newspaper vendor, dies at the G20 summit demonstration en route home. The Met Police say bottle were thrown at officers trying to help him.

EU study shows the 20% renewables target would generate 2.8m jobs, and 410,000 jobs over and above what would happen without policies to accelerate renewables.
 (L)

China surprises all with a subsidy programme for building-integrated PV: $2.93 a W, only for rooftop systems of at least 50kW. “Like getting modules for free,” the Photon headline reads. There are few further details, but most stocks of solar manufacturers jump on the day of announcement at the end of March, in Suntech’s case by as much as 50%.

South Korea is to eliminate its successful feed-in tariff for PV by 2012, in favour of a renewables certificate programme and nuclear, which now has a target of 25% of national electricity by 2030. The PV was target was 1.3 GW by 2011, but is now only 2 GW by 2030.

2.4.09. 
G20 summit is a qualified success, according to the commentariat. The FT leader reads: “the first bricks in a new world order.” But the leaders fail to agree new and binding measures to purge the toxicity of banks’ balance sheets, they offer only platitudes on climate change and a green new deal, and depart not a micron from the growth at all costs model. They agree to inject $1.1 trillion into the world economy, entirely for developing countries, and not all of it new money. They couldn’t agree on additional stimulus for the developed countries because of Germany’s trenchant opposition. The communiqué - 9 pages long, hammered out over 2 days – claims $5 trillion of stimulus money has already been deployed, and that this plus the $1.1bn will raise global output by 4% by end 2010. Gordon Brown declares the summit a requiem for laissez faire capitalism.


The global banking system will be reformed, with controls on hedge funds, better accounting standards, and tighter rules for rating agencies. Tax havens not sharing information will be named and shamed. An obscure Basle-based banking network of central bankers and regulators has been rebadged as the Financial Stability Board, and told to work alongside the IMF on restoring order. But it has been given no teeth. How it will impose the global “consistentcy” the G20 wants, much less monitor it, are not clear.


“Aggressive action” is pledged to clean up banks’ balance sheets, but Obama and Geithner did not persuade others that their plans will work, and there are no specifics.

$5tn of stimulus measures to date will be augmented with $1.1 tn for the developing countries: but promised money, not paid up front, and most of it not new. It will only be spent if the fall in the world economy continues, because the IMF exists essentially to sell insurance to countries. The sum is made up of $500 bn of IMF funding, all of which was pleadged hitherto (led by $200bn from Japan), $250bn of special drawing rights for the IMF (ability to borrow from each member countries’ foreign currency reserves), $250bn of trade finance (of which only $25bn is new money), and $100bn of aid for the poorest, some brought forward from future budgets, some raised privately. The $5 tn – amazingly – is the IMF’s estimate of the G20 government’s deficit as a share of national income between 2007 and 2010, divided by 2010 GDP.

The IMF and the World Bank will be given bigger roles in the developing world, and modernised for the challenges ahead. Brown declares the summit to be the end of the road for the “Washington Consensus” around liberalising, privatising, and deregulating. But the IMF has been one of the main organs for promulgating that consensus around the world in the decades since the war.

International trade will be boosted with $250bn, part of it private money. But advocates of the WTO have failed to re-energise the Doha round. No target date is set for completing negotiations, just “we remain committed” language. Note: the WTO expects world trade to fall by 9% this year.

Commitment to reach agreement at Copenhagen is reaffirmed, as are the Millennium Development Goals reaffirmed, and their Gleneagles commitment to double aid to poor countries. “We will make the tranision towards clean, innovative, resource efficient, low carbon technologies and infrastructure.” But no details at all.

Markets soar on release of the communiqué. The FTSE rises more than 4%, topping 4,000 for the first time in six weeks, and Wall Street stocks rise 2.8%. Commentators see signs of recovery elsewhere. Notably, UK house prices rose in March after 16 months of falling. 

Many banks still don’t know the extent of their most toxic “assets”. Default rates on credit card and car debt are bound to soar as the job losses work through the system. So too will corporate defaults. How can banks know the value of these assets when the mathematical model they used for valuation in recent years has proven to be flawed (the Copula model…it was based on data from the credit bubble, masking risk, rather than hedging it), and when there is now no trading, no market worth speaking of? Take RBS and Lloyds, who have a collective £585bn of assets insured by the government. They have to pay £44.5bn themselves. But Credit Suisse estimates they face £105bn of losses. Around the world, banks have so far written down assets totalling around $1tn. The IMF estimates the final writedown will be $2.2tn. This means that banks are still routinely valued optimistically. (And the Big Four are still signing off on their balance sheets).
 

FT columnist describes police tactics as “wholly counterproductive.”  Matthew Engle says they were were “utterly irrelevant to the mood of most of those present.” The police were “provative:” the kettling provoked violence after an initial mood that had been “emphatically not threatening.” He saw a doctor unsuccessfully try to plead his way out of the kettle to start a shift at nearby Barts Hospital.
 

3.4.09. 
Bankers rage in the press at what they see as G20 “witch hunt.” They face the prospect of caps on bonuses and are already bumping up basic salaries to compensate. One investment banker whines that Hollywood stars don’t face caps on remuneration, why should he? The bigger hedge funds face will have to delare their strategy, debt and risk levels. There are around 8,000 hedge fund globally now, with total assets of $1tn, down from a peak of $1.4tn in 2008. The FSB will include all G20 countries plus Spain and the EC. It will monitor each of the largest financial institutions by setting up a “supervisory college.” Credit derivatives will have to be cleared via a clearing house, whereas before they could simply be traded between banks. Constraints on debt may be imposed.

China aims to dominate the green car market. BYD (Build Your Dreams) Auto in Shenzen, a car company that evolved out of a battery company, will be one of the first companies to mass-produce a fully electric saloon car later this year. The E6 will be able to do 250 miles on a single charge of its farrous batteries. BYD beat GM and Toyota to produce the world’s first plug-in hybrid last year. The only trouble is, 70% of China’s electricity comes from coal.


China announces a solar feed-in tariff: 20RMB ($2.90) a watt for building-integrated solar with at least 50 kilowatts capacity, off-grid in new construction projects, not retrofitted. Insiders say the government knows it has to create a domestic market to save its manufacturers, who have started laying people off. Solar stocks soar on the news, but only for a day.

4.4.09.
Obama calls for abolition of all nuclear weapons during a historic speech in Prague. America’s security requires such a bold move, he says. He had talked about this on the campaign trail, but few thought he would pursue such an idealistic measure in office. With perfect timing, the North Koreans launch a ballistic missile test.


The British parliamentarian who foresaw the crisis publishes a book. In November 2003, Brown as Chancellor was on a high. The UK had sailed through the post-dot.com global downturn better than any other. Cable, LibDem Treasury spokesman, offered the view in parliemtn that this was only because people were borrowing against hous prices as though there were no tomorrow. Brown accuses him of spreading “alarm without substance about the state of the british economy.” Four years later the engines of his economy, an economy as he saw it that would eradicate boom-bust cycles – house prices and financial services – both cut out. Cable now wants a return of banks that are highly regulated utilities: simply recycling savings as loans.


Zopa dot.com, the peer-to-peer lending website, had an average ROR of 9.1% over the last year at a time building societies must be below 1%. Some slightly more risky loans can pay 10-12%, and the default rate for all loans is just 0.3%. VC-backed, it went live in March 2005 and has since arranged £37m in loans for 260,000 members, mostly in the UK but with operations beginning in Japan and Italy. It withdrew from the US last year. Lenders can lend anything from £10 to £25,000 (above which level you need a consumer credit licence), for 3-5 years, picking the interest rate they want to lend at. If you lend £500 or more your money is spread across at least 50 people. Zopa charges 1%, and is not part of the Financial Services Compensation Scheme.
 

5.4.09.
Obama gives second speech in two days calling abolition of nuclear weapons (in Strasbourg, now Prague). He calls for the Comprehensive Test Ban Treaty to be ratified. (Clinton signed it in 1996 but gave up on ratification by a Republican-controlled Senate). He calls for an international fuel bank as a route to resuscitating the nuclear Non-Proliferation Treaty. 

CBI says UK climate policy will cause billions in investment to go to China and US. CCS, solar and other low carbon technology won’t come to the UK unless the government acts urgently.

Three quarters of UK renewables firms have serious financial problems resulting from lack of access to loans and investment. So says the Renewable Energy Association. 

Shell and one of its senior executives face charges of human rights abusees in New York: that in the early 1990s they actively subsidised a campign of terror by security forces and were complicit in abuses including summary executions and torture. Brian Anderson, MD of Shell’s Nigerian subsidiary at the time of Ken Saro-Wiwa’s execution, is the executive named.

Largest slab of ice so far detaches from Antarctica. The Wilkins Sheet, the size of Connecticut, is barely attached to land, and will soon become a 1,400 square mile iceberg.

Three witnesses say Tomlinson was hit with a baton and thrown to the ground by G20 police. The Independent Police Complaints Commission criticises the Guardian for upsetting Tomlinson’s family, and tells other journalists there is “nothing in the story” that he had been assaulted by police.

6.4.09.
Could Exxon be slowly liquidating itself while Chevron builds reserves, analysts ask. Exxon’s strategy is not clear. It spent $35.7bn on share buybacks in 2008, more than the $26.1bn allocated to capital spending. Chevron’s figures were respectively $8bn and $22.8bn. Chevron (market cap $140bn) replaced 146% of its production, bringing its proved reserves to 11.2 bn barrels. It has replaced more through exploration than any other major in recent years, and at the lowest exploration cost: $1.43 per barrel. Exxon (market cap 345bn) replaced 136%, bringing reserves to 22.8 bn barrels.


Qatar pushes ahead with LNG projects, despite fall in demand, predicting energy crunch in 2014. The CEO of Qatargas, Faisal al-Suwaidi, expects new gas projects to be on hold around the world for up to 2-3 years, and this means that “by 2014 you will see a big gap between supply and demand.”


Gazprom’s market cap is now down to $90bn, down from over $300bn just 6-9 months ago. It was then the world’s third largest company. Now it is the 37th. It is investingg only $27bn in 2009. The CEO’s latest bluster is to threaten, after the latest Ukrainian spat, to liquefy gas and send it to places other than Europe.


Is the recession the result of the 2007-2008 oil shock? University of California Professor James Hamilton thinks it could well be. The steep fall in vehicle sales and general downturn in consumer spending in the first half of 2008 were strongly rooted in the oil price, and in turn fed into the downturn.
 


UK mortgage approvals are up slightly to 38,000 (Feb), but still well short of the 100,000 a month routinely taken out through the boom years. House prices are still falling. Total mortgage debt is £1.2tn (in £1.4tn of total debt) and unemployment is rising inexorably.
 

The economic crisis has pushed the number of chronically hungry over a billion for the first time, and the G8 warns food security problem could become structural in only a few decades without immediate interventions. Food prices have not come down the extent oil prices have.
 

In the US the number on food stamps has increased fast and now stands at one in ten US citizens: a record 32m people, many of them middle class unemployed. Those on food stamps – the US government’s Supplemental Nutrition Assistance Progamme - are paid electronically on a debit card. Citizens qualify if they have less than $2,000 in the bank and a collective income not more than 30% above the federal poverty level.

7.4.09.
Starkest official US warning for industry yet on climate change. Obama’s special envoy for climate change, Todd Stern, says companies must not invest in high-carbon infrastructure unless they are prepared to taking the risk of losing the investment within just a few years. “High-carbon goods and services will become untenable,” he says. Note: US policy still only has an interim target of a 16% cut of present emissions by 2020 (a return to 1990 levels), en route to 80% by 2050. The EU target is a 20% cut from 1990 levels by 2020.


UK Sustainable Development Commission calls for £30bn a year for 3 years for green stimulus: around 50% of a total stimulus package representing 4% of UK annual GDP. This programme would create around 800,000 new jobs, and more than half the investments would create significant returns within a few years. Currently we are allocating 0.1% of annual GDP against 3% in South Korea. Without this kind of spending, any emissions limitations stand to be overwhelmed by high-carbon spending. Alternative fundraising such as green taxes and green bonds will be needed as soon as possible to fund this kind of deficit spending.


Germany faces legal action by Vattenfall over restrictions on a coal fired power plant. The complex restrictions violate the European Energy Charter, negotiated after the Soviet Union fell, the company says.

Obama’s scientific advisor says he is open to geo-engineering solutions to climate change. John Holdren says that in his personal view the situation is so dire that all options need to be on the table. 

Credit default swaps industry rushes through a new protocol to address criticism. Standardising procedures for settling CDS contracts when a company goes into default on the bond for which the CDS guarantess redemption, they call it a “big bang” for their industry. Some 1,500 players have signed up.

Video footage published by the Guardian shows Tomlinson was hit and pushed by a police officer, from behind, while he had his hands in pocket, in a completely unprovoked assault. The officer was using a balaclava to obscure his face.

Business schools should be the target of some of the rage directed against bankers, internal critics say. Dr Stefano Harney, director of global learning at the Univerisity if London’s QMC business school likens British business schools to ageing Latin American dictators left behind by the demise of the cold war: “They fight on, continuing to proclaim the theology of free markets and maintaining an anachronistic anti-socialist vigilance.” He criticises them for not rooting CSR in courses. The Association of MBAs reports that only 20% of UK MBAs have a mandatory CSR module.
 

8.4.09.
Canadian environment groups accuse Shell of reneging on promise to cut emissions in tar sands. It had won permission to extend its operations in 2004 and 2006 by promising the government emissions to a point “less polluting than crude.” It hasn’t yet set any precise targets, say Pembina and EcoJustice, and so the approvals are not valid.

9.4.09.
Ministers will announce “within weeks” £2,000 subsidies for electric cars  in an effort to make the UK a leader in the new transport era. 10.4: A car industry spokesman calls the subsidy “a pointless soundbite.” There are no charging stations and sales of electric cars halved last year.

Eon puts 68 solar panels on one of their coal-fired plants as an example of “integrated” technology, or so its says in a press release. The solar panels save one millionth of the carbon emissions from the plant.

Norway draws up plans to invest $3.1bn in green firms in emerging nations out of its national oil pension fund (value entering 2009, Nkr 2.3tn ($350bn). The plan, for BRIC nations, spans 5 years. It is the result of input of a consultation process on ethical guidelines for the fund.

10.4.09. 
Japan announces a £100bn (Y15tn) stimulus for electric cars and solar power, equivalent to 3% of GDP Tax cuts and credit guarantess could boost the package as high as Y56tn. The aim is to start mass production of electric cars in three years and to boost solar power generation 20 times from the current level of 1.4 GW. The Nikkei soared 3.9% on the news. The solar measures will include 37,000 solar schools. Aso will use bonds if necessary.

New video shows police lied about assault on man who died at G20 protest. Showing the aftermath, with officers hiding their faces with balaclavas and covering up badges, it completely contradicts the police version of events.

11.4.09. 
Poles now melting at a “staggering” rate, scientists say. In the same week the biggest iceberg ever carves off Antarctica, thin seasonal ice – ice which melts and refreezes each year  - is now reported to be around 70% of Arctic winter ice. In the 1980s and 1990s it was about 40-50%. Black carbon – soot – is speeding the melting. The British Antarctic Survey says the discoveries are “dramatic and worrying.” The Norwegian Polar Institute says a 1% loss of Antarctic ice onland could raise sea levels 65 cm. If both west and east sheets melt, global sea level rises 70m over hundreds of years (add 7 for Greenland). Hillary Clinton, hearing the news: “we have no time to lose in tackling this crisis.”


Two EDF staff suspended after alledgedly spying on Greenpeace in France. This is pending an investigation into whether they unlawfully “intruded into information systems.”

13.4.09.
114 environmental activists are arrested by police while planning an anti-coal direct action on an Eon coal plant at Ratcliffe-on-Soar in Nottinghamshire. This is the biggest pre-emptive mass arrest on environmental protestors ever. Concern, predictably, erupts.
Abu Dhabi’s leaders, declaring that oil belongs to the 20th century, say cleantech is the 21st century, hence their investment in Masdar. Targets@ $22bn budget, completion 2016; a global cleantech hub, 70,000 jobs created; 92% solar powered, 98% less landfill, 75% less electricity 60% less water than a city of equal size. Solar powered desalination plants.
 (L: great graphics) 

14.4.09. 
Almost nine out of ten scientists believe current political efforts will fail to keep warming below 2C. So a Guardian poll reveals. 60% say it was in theory still achievable. 39% say it is impossible.


Qatar warns that skills exodus from energy sector poses a national and international threat. A recent SPE survey shows 90% of senior HR execs in oil and gas companies consider that the industry faces a major threat and one of its most critical challenges.

15.4.09. 
UK government offers a £5,000 sweetener for people to buy electric cars. From 2011, after the election.

Obama and Bernanke say they think they can see hopes of recovery. At least, the economy no longer seems to be in freefall. 

Potential UK nuclear sites named: all of them existing coastal stations in England. EDF, E.ON, RWE, and the NDA made the nominations. McKinnon and Clarke, consultants, say they will come too late to stop the lights going out  around the 2015 generation crunch.


BP CEO leads low-key centenary celebrations. Critics point out that this is because they are in the process of cutting 5,000 jobs, plus the other recent bad image affairs.


Saudis step up efforts to source food overseas by forming $800m private company to invest in a list of 20 countries. The minimum plantation size will be 50,000 hectares and the aim is to build rice and wheat reserves of 3 to 6 months. Domestic wheat reduction will be phased out from 2016 because of water supply problems.


Google begins to sell “interest-based” advertising this month: material tailoured to website visitors based on their preferences and behaviour online.

Further videos show UK police brutality at G20 demonstrations. One shows a Sergeant at thre 2 April vigil for Tomlinson slapping a woman with the back of his hand, and hitting her legs twice with a baton. He has been suspended. The Met launches an inquiry into its own tactics at the G20, to be conducted internally, but presented as independent. 

16.4.09. 
EDF and E.ON warn the UK government to cut back renewables in favour of nuclear. Efforts to get to 35% renewables in the electricity mix are not only unrealistic, they say, but damaging to nuclear plans. Additional carbon-generating plant will be needed because of intermittency. The demands are in a submission under the government’s renewables consultation.

Building societies thought bundled self-certified loans were conventional mortgages, a former FSA supervisor says. FSA management ignored a warning about this three years ago, the whistleblower alleges. They viewed anyone who spoke out against light-touch regulation as a troublemaker. meanwhile, building society executives and non-executives with no understanding of securitsation were “eaten alive by cynical, rapacious and short-termist investment bankers.” No wonder Moody’s cut its ratings for nine building societies this week.


Insurgency still holding back oil production in Iraq. Dick Cheney said on the day Baghdad fell that output would be 3 mbd by end 2003. Six years on it is still only 2. Iraqis allege the Saudis have done little at their border to stop the insurgency, and they and Iran have profited from Iraq being held back.
 

Project Better Place battery switch stations will take only 3 minutes, less than it takes to fill a tak with gasoline. Robot arms will remove and replace batteries from below in a facility like a car wash. By 2015, PBP hopes to haave 40m electric cars on the road.

Tories call for a £6,500 allowance for energy saving for each household in the budget, and a feed-in tariff for micro-renewables immediately. 

Anguish in UK solar industry as DECC pulls all grants for solar schools and public buildings because they are proving too popular. (LCBP Phase 2 announcement last week, backdated to mid February, where DECC has long said the grants would continue until 1st June).

17.4.09. 
Whitehall mandarins are frustrating Miliband’s green aspirations, the Independent reports. Rumours are that BERR civil servants wedded to coal and nuclear, such as Willy Rickett, are playing “yes minister” type games to stifle any move deemed too progressive. They have opposed Miliband’s efforts to establish the Climate Change Committee’s recommendation of 80% cuts as the organising principle of policy thinking.
 

Shell drops wind and solar power research. The technologies are not economic, the oil giant says. They will only invest in biofuels. “Shell is at least being honest,” is the Greenpeace response. In the past 5 years, Shell has invested $1.7bn in all, but only $150bn of that on renewables, less than 1%. Meanwhile, it predicts 20% of energy from renewables by 2020.

Obama administration declares CO2 a danger to human health, clearing the way for the EPA to regulate. The Supreme Court  ruled in 2007 that EPA was able to do this under the Clean Air Act, but the Bush administration didn’t act. Obama’s will. 

Former IMF chief economist says the US has been in the hold of a financial oligarchy, via a “quiet coup”, akin to the stranglehold often achieved by business elites in emerging countries. Simon Johnson, writing in Atlantic Monthly, is now a professor at the Sloan School. Says Martin Wolf, the US is “caught between the elite’s fear of bankruptcy and the public’s loathing of bailouts.” Decisive restructuring is needed, he says: core financial institutions must be rendered credibly solvent, and none can remain too big to fail. “That is not capitalism, that is socialism.”

Australia’s Murray River could run dry within two years, meaning Adelaide would run out of water. The whole Murray-Darling Basin now holds just 18% of its water capacity. 


Huge challenges face Chinese agriculture, including water shortages and pollution. China is near self sufficient at the moment in the crops it considers essential to food security - corn, rice and wheat – and can be until 2020, the government thinks. But imported soyabeans mean a net negative agricultural trade deficit. In order to feed 20% of the world’s population with just 10% of the world’s agricultural land and about 6% of the world’s water resources, huge investment has been necessary. But climate change stands to erode this situation. The breadbasket north is already suffering acute water shortages and higher than normal temperatures, stressing the three key crops, especially rice. Meanwhile, the water table is falling fast, and pollution worsens in rivers as levels fall.


PG&E places an order for 200MW of solar from space in 2016. Californian company Solaren Corp plans to launch giant space-based arrays 22,000 miles up, from rockets. Solar radiation will be transformed to radio waves, and converted into electricity back on the ground. This will be commercially viable seven years from now, they say, and investment in the low billions of dollars to do it. A solar array at ground level receives only 10% of the radiation a space-based array does. The radio waves would pose no danger to people or aircraft, even if they were under the beam.


Carbon air-capture technology demonstration plant can be ready in 3 years, say University of Calgary researchers. Currently they have a 5 metre high tower containing sodium hydroxide designed to extract the gas from air at a rate of 13.9 tonnes per year. The ultimate objective is a wall design with fans creating an air flow of up to 1.66 metres per second. The researchers reckon they need $2.5m to $4m for a demonstration plant in 2012.
 

18.4.09.
VC investment in the US drops to $3bn in first quarter, 39% of last year’s Q1 figure and the lowest level since 1997. Cleantech investment dropped to $154m, down from nearly $1bn in Q1 2008, raising fears that “momentum investing” is over for renewables and efficiency. VC firms are hoarding cash, and focussing on existing portfolio firms.


Sellafield deputy MD calls building B20 “the most hazardous industrial building in Europe.” The Observer chronicles the chronic state of Sellafield as the nuclear industry contemplates its multi-billion pound cleanup challenges.
 (L)

19.4.09. 
UK police watchdog chairman says police force must be “servants not masters” of the public. The Independent Police Complaints Commission speaks out at last. Meanwhile it emerges that the 114 coal protestors were treated as though they were terrorists by 200 police who burst in on them. They were handcuffed and made to face the wall for an hour and half before dismissal on bail – provided they agreed to go nowhere near a coal plant. Henry Porter contrasts Miliband’s calls for pressure on coal, to make government take notice, with pre-emptive detention by the police, who appear to have lost sight of the right to protest.

20.4.09.
“Cheap oil forever,” Newsweek announces in a front cover headline. “Why prices will keep on falling – and falling.” The previous bull market, in 1979, was followed by a bear market lasting 20 years, correspondent Ruchir Sharma points out. “If history is any guide, we’re only at the beginning of another one.”
 (L)


ExxonMobil tops Fortune 500, replacing WalMart. With 3% of global oil production, ExxonMobil made $442bn revenue and $45bn profit in 2008. Profits in the Fortune 500 as a whole plunged 84.7%, the steepest fall in the 55-year history of the index.


Contracting venture capital industry is forced into restructuring. Analysts say many thought there would be restructuring in 2002, but it didn’t happen. This time its different. VC firms have posted awful returns since the dot.com bubble. The last time they paid out more to investors than they took was 1998. University and charitable endowments are pulling back from funding.

China considers national cap on emissions relative to economic growth, so a leading negotiator says, speaking of the next national 5 year plan, from 2011. They have rejected caps or reductions up to now. This improves prospects for an agreement in Copenhagen.

UK government officials passed data on coal protestors to E.ON, by e-mail, ahead of a peaceful protest, a Freedom of Information request by the Liberal Democrats shows. BERR staff passed on material including confidential information including a document belonging to an NGO, and Metropolitan Police information on protestors. BERR and E.ON tried to co-ordinate their media strategies ahead of the protest. BERR is trying to use the police as an extension of E.ON’s private security operation, says LibDem MP David Howarth.

EDF admits to surveillance of environmentalists in Europe “since about 2002.” So the deputy head of EDF’s production security division says in confidential documents seen by the FT. The private investigators he hired say they hacked into a Greenpeace computer. EDF denies this, saying the PI’s are seeking revenge for being fired.

Former Scotland Yard Commander says police are being trained to see the public as the enemy, and to behave as though public protest is illegitimate. Because of a “crisis of leadership,” he says, “officers are trained “to regard every situation, no matter how benign, as a threat situation. The lesson is that the public are your enemy.”
 

21.4.09. 
S Korean green new deal is 80.5% of the total national economic recovery package, which totals £23bn and is 2.6% of GDP. The green component is 6.9% in the UK. The Korean package includes $6bn for the construction of 1m green homes, but only £80m on renewables including solar. S Korea is 97% depended on imported fuel and has only 2.4% of its national energy in renewables. But note: there is a lot of concrete in the Korean plans, eg cycleways. Critics call it a “grey new deal.”
 South Korea’s renewables targets are modest: just over double today’s tiny contribution by 2011 en route to 11% by 2030, and the green new deal hasn’t changed them.


The IMF tots up total global asset writedown by banks at $4.1tn (£2.8tn). The US writedowns have gone up from $2.2tn to $2.7tn. UK banks face losses of $316bn (£216bn). Of the $700bn authorised for the TARP lasy year, $135bn is still available. 

22.4.09.
UK budget lays bare the parlous state of UK finances. Last year the Chancellor said the deficit would be £38bn in 2009-10. In November he raised it to £118bn. Today it is £175bn. To howls of protest, he raises the top tax rate to 50%, for the 350,000 or so Brits earning more than £150,000 a year. But this and reductions in tax allowances will raise £7bn at most. He is banking on a return to growth next year, which he predicts, to derision from the City. Total budget in: £496bn, biggest item borrowing, followed by income tax of £145bn. Total budget out: £671bn, biggest item social protection of £189bn (unemployment, state pensions), next is health at £119bn. Total borrowing over the next four years would be more than £600bn, building up a national debt of over £1tn by 2011-12, and on to a peak at almost 80% of our GNP: unheard of.
 (L) Meanwhile things will rapidly get worse when it comes to corporate taxes, more than a quarter of which were paid last year by companies working in the North Sea.


A timid green new deal may be possible as a result of the UK budget. £1.4bn is made available For carbon-reduction in contrast to the multiple billions other nations have deployed in stimulus packages. This includes £525m for offshore wind, £405m for low-carbon technology including CCS and £45m for the Low Carbon Buildings Programme. Spending rather than support amounts to £510m, according to a Guardian analysis, over 2 years: 9.6% of the Chancellor’s total commitments (the Treasury told me more than 20%). £1.4bn is less than 1% of GDP compared to the c20% the IMF estimates we have deployed in the bailout of the banks.


Bosses warn of a new brain drain in the face of a return to “soak the rich.” FTSE 100 CEOs, who receive on average £2.8m a year, will lose an average of £265,000 a year. The top tax rate will be second only to Italy in the G20.

Oil remains expensive, stabilised around $50, despite despite the steep demand drop and highest inventory levels for 19 years. Analysts say this is because investors are seeking a safe haven from the falling dollar and rising inflation, plus OPEC has been successful in limiting production.

23.4.09. 
No new coal fired power plants to be built in the UK without CCS, Ed Miliband announces. All must capture at least a quarter of their emissions with experimental technology, in the expectation they will be able to capture all by 2025 – though there is no legal commitment to a performance standard. The new plants, at least of which are likely to use pre-combustion technology, will come in clusters – the first by 2015 – in the Thames Gateway, the Humber, Tees, and Firth of Forth, with a possible fifth on Merseyside.  The c£1bn per plant is likely to be raised by a levy on all fossil-fuel burning, putting 2% or £8 on the typical household bill. The estimate for job creation is 50,000 by 2030. Both the CBI and NGOs welcomed the move, which makes the UK to first country to have a compulsory requirement for CCS, and which represents a victory for him in inter-departmental debate. The decision on Kingsnorth will now be delayed for at least another year (until after the election).The world’s first demonstration full-cycle CCS (everything from capture through transportation to burial) is Vatnefall’s Schwarze Pumpe plant in Germany, built last year: 12MW burying 100,000 tonnes 3km down in a depleted gas field.

24.4.09. 
Public spending will grow to 47.6% of GDP in 2009-10 and a peak of more than 48% in 2010-11, before falling again, according to Darling’s budget. It was 38.2% when Labour came to power in 1997. 

Candidates for surgical strikes on public expenditure are led by Trident (£70bn over its lifetime, £20bn just to procure); the Eurofighter (£20bn); two aircraft carriers plus planes (£16bn);and identity cards (£5bnover ten years). 

25.4.09.
UK GDP in first quarter was £308bn, down 1.9% on previous. Business services andfinance still leads, at £92bn, down 1.8%. Industrial production is £55bn, down 5.5%. Construction £18.5bn, down 2.4%.

Strong pulic support for 50% tax rate shows in polls, despite almost uniform opposition by national newspapers. The Telegraph finds 67% support.
Police are offering cash incentives for hard-up protestors to go back as act as spies among their groups, according to evidence presented to the Guardian. The Police confirm and justify this tactic.
26.4.09.
OPEC, worried on exploration and development cutbacks, says oil will peak post-recession. Saudi Arabian oil minister, Ali al-Naimi issues the warning at a meeting in Tokyo between OPEC and 13 Asian Finance ministers.
 

Bob Hirsch predicts current recession will probably be followed by an oil shortage-driven recession. The lead author of the 2005 US DoE peak-oil threat-assessment, a former head of Atlantic Richfield (ARCO) exploration & production-research and, earlier, the US nuclear fusion programme, argues that oil supplies and GDPs are coupled in normal times, and – historically - when sudden shortages have happened. World production has been on a plateau since 2004, because additions of new capacity are not exceeding depletion. Add to the fears of imminent peak oil the fact that the recession is meaning cutbacks in oil exploration and development investment, and you have a recipe for declining world oil production in just a few years. This descent of global oil production will drag down global GDP, causing ever deepening recession. The lag time for mitigation with alternative technologies will take at least a decade to have an effect, he believes.

Black soot may be contributing as much as 18% to total global warming, second on;y to CO2’s 40%, leading IPCC scientists (Ramanathan et al) now think. Black carbon emissions didn’t even figure in the summary of the IPCC’s Fourth Scientific Assessment report of 2007. They warm the air and speed the melting of ice by absorbing heat. An Indian glaciologist, Prof Syed Iqbal Hasnain, expects Himalayan glaciers to lose 75% of their ice by 2020: a massive problem for Asia’s rivers. Most of the soot comes from stoves, some from coal-fired powerplants, some from diesel engines. It only stays in the atmosphere a few weeks, meaning emissions reductions quickly have an impact. Low-soot stoves would make a big difference. 


CFS launch a campaign this week to force BP and Shell to disclose carbon risk in tar sands when reporting their finances. £40bn of UK pension assets are inested in UK-based oil companies.


Over the next decade, Britain will inevitably fade as a power, so great are her problems. Will Hutton argues she will become a middle-rank country with a huge unemployment problem – at least another 1.5m by 2012 - and an inevitably shrinking military and diplomatic reach. With a budget deficit at 12% of GDP (£175bn of £1.5tn) how could it be othersie? Darling has committed to £60bn of cuts by 2014, without specifying ehere. The markets have judged his budget, devaluing the pound more than in 1931, 1949 and 1967. The British economy is now smaller than those of France, Germany, Italy and Spain.
 

The ongoing crisis has almost halved the number of British billionaires (to 43), wiping £155bn from their collective wealth.


In the last 40 years, long-dated US government bonds have slightly outperformed US stocks. Many Americans retiring soon are in for a shock. The “cult of equities” is dangerous, says analyst Rob Arnott, whose work John Arthurs describes in the FT.


Obama’s first 100 days are up this week, and are deemed a success by many commentators. The general view seems to be that they have gone rather well. In the Uk liberal press, the release of memos about the torture regime under Bush has played well.

27.4.09. 
Obama says 31st August 2010 will be the end date for US combat mission in Iraq. He gives an emotional speech to 8,000 marines in North Carolina. He remains true to the bedrock of his candidacy: a speech in October 2002 when a mere member of the Illinois state senate, in which he railed against the prospect of “a dumb war, a rash war,” and set himself up ultimately to be the only Democratic candidate who had opposed the war. Bush had declared the war over in May 2003, from the deck of an aircraft carrier, though the worst was yet to come.
 (L: history of the Iraq misadventure, and the 4,570 coalition deaths).

BP profits fall by 60% of the same quarter last year and the company says it will cut back on exploration as part of its cost-cutting.


RWE draws up plans to pull down a wind farm to make room for nuclear newbuild. The Haverigg site in Cumbira is one of the oldest and most efficient British windfarms.

Vestas is to close down its only UK wind turbine manufacturing plant as the recession bites. The company is in an oversupply situation globally.

Poll shows almost half Americans favour torture. The majority supporting Obama is narrow. Nearly 50% say torture is justified in certain circumstances. Yet overall, support for the president has crept up since he took office: 73% hold a favourable view of him, as many as 49% of them Republicans, plus Democrats not agreeing with his policies.


World arms trade has expanded 20% in the last 5 years, says SIPRI. Most of the increase is in the Middle East and Asia, with the US by far the largest supplier, at almost a third of all exports.

28.4.09.
Gore calls for less wood burning to fight black carbon menace to the fast-melting Arctic. This newly understood factor means the air quality in the high Himalayas can be the same as Los Angeles, he says. Scientists say it will speed feedbacks such as methane release from permafrost. For the first time in 2008, both the north-west and north-east passages were open in the Arctic.

Leading oil consultants Douglas-Westwood predict oil demand will bottom out within 2 months, and Opec will have pricing power again by late summer or early autumn.

29.4.09.
Climate scientists say we can only afford to burn another half trillion tonnes of carbon before we pass the 2C danger threshold of global average temperature rise. We have burned half a trillion tonnes already, so are half way there. Myles Allen of Oxford University leads the team publishing this reframing of the carbon cuts challenge, in Nature magazine. The half trillion tonnes, which would take 40 years at current rates, would produce warming of 1.6C to 2.6C, with 2C most likely. Another study in the same issue of Nature, by Malte Meinshausen, says that the budget figure is more like 190bn tonnes, between now and 2050. Emissions exceeding 310bn tonnes in that period mean a 50% of hitting 2C. 

30.4.09.
UK government departments will not hit greenhouse-gas target of 12.5% by 2012, a Sustainable Development Commission report shows.

1.5.09. 
Abengoa starts production at world’s largest solar-thermal tower facility. The PS-20 20MW thermal facility at Sanlucar la Mayor has 1,255 heliostats, each 120 square metres, concentrating light on a receptor in the ‘eye’ of a 65-metre high tower. Abengoa also has two 50MW parabolic trough plants, Solnova 1 and Solnova 3, under construction nearby. Total investment for the tower and trough projects is €1.2bn ($1.59bn). Spain has 22 CSP projects under construction now, with just over a gigawatt total capacity.

Sharp posts a $1.3bn loss, the first in its 97 year history, with only the solar division profitable ….at 4% growth.

Barclays predicts the solar market will triple in the next four years: “the second growth phase of the solar era.” Solar currently represents less than 0.5% of generation in the $1 trillion global electricity market, but shipments are expected to rise at a compound annual growth rate of 50% for the next four years. Some $55 billion of financing in 2012 will be needed for worldwide installations of more than 14 gigawatts at $4 per watt average system price. By comparison, an estimated $40 billion of capital wasconsumed by the industry in 2008 to install 6 gigawatts of solar capacity at $7 per watt average system price.

PV module prices continue to fall, but Photon still sees strong supply growth based on announced projects. In Germany modules cost €2.80 ($3.72) per W in January, and €2.50 ($3.32) in early April. Modules can now be bought from the Chinese company Best Solar for €1.55 ($ 2.06). Announced PV projects hit an annualised run rate of nearly 35 GW in April – around what Photon expects the PV industry to produce in 2010. Based on this and other arguments Photon expects global weighted average module prices to rise to $3.20 for the full year of 2009.

California Public utilities Commission issues a draft feed-in tariff proposal. Seven years after the introduction of the renewables portfolio standard, the renewable electricity percentage is declining. 

Abu Dhabi looks to trim $4bn from cost of building Masdar. Mubadala, the fund that is bankrolling the solar city, saw a 2007 $345m net profit, turn into a $3.2bn loss last year. Aside from GE, no long-term tenants have yet signed up for the city.

2.5.09. 
Increasing hurricanes are sapping US forest carbon uptake, and will do so increasingly. So ecologist Jeffrey Chambers of Tulane University has calculated. He thinks they could even turn forests into net emitters. Currently worldwide fossil fuel CO2 emissions are about 25% offset by forests, he says, but this is under threat globally.

3.5.09.
Russia is constructing first of a fleet of floating and submersible nuclear power plants aiming to exploit Arctic oil and gas. The prototype self-propelled 70 MW plant, under construction in the SevMash shipyard in Severodvinsk, is due to be completed next year. Four more are planned, to power Gazprom’s drilling programme. Bellona, the Swedish environmental group, airs fears of accidents that would be impossible to handle, and that the Russians will extend their history of dumping reactors and waste at sea. 12 reactors are known to have been dumped.

4.5.09. 
Cleantech investments plummet to $1bn in the first quarter: down 48% from Q1 2008. IPO and merger activity have both stalled. The largest fundraising was Norsun, a Norwegian maker of ingots and wafers, on $71m. The average financing fell from $20m to 12.3m. If there is any good news, it is that other sectors are hurting more: cleantech now surpasses biotech and software. Dan Reicher of Google tells a congressional hearing: “The key point is that the Valley of Death projects sit precariously between the venture capital and project finance worlds. They are generally too big in terms of required capital and too small in terms of returns for the venture capital community.” And it is these projects that can make a difference in the world’s energy problems.


European Commission says downturn will be twice as bad as it thought, with EU unemployment to peak at 11.5% (26 million, up from 7.5% last year), topping 20% in Spain. 


Anti-mafia migistrates in Sicily launch a probe into wind-park corruption. The high tariffs are attracting undesirables, as 8 arrests in February suggest. A Mafia family stands accused of offering money and votes in exchange for permits to construct wind farms. Other graft is suspected, with some wind farms standing idle, not connected the grid. The regional government is now promoting micro-projects including solar so that individual companies and households can generate their own power and minimise involvement of the mafia.
 

5.5.09.
CBI stance on Third Heathrow Runway contested in letter by 13 dissident business leaders, including James Murdoch, head of News Corporation in Europe and Asia, Charles Dunstone, CEO of Carphone Warehouse, Justin King, CEO of Sainsbury, and Ian Cheshire, CEO of Kingfisher.

6.5.09. 
Confidence grows that the economy may be recovering. Three-month LIBOR falls to less than 1% for the first time since the index was created in 1980s. Equity have risen 30% or so since the lows of early March. Corporate bonds issuance is on the up. But still important elements of the conomy are not working. Bank landing to companies has fell yet further in April. The securitisation market is moribund. 


Oil passes $56 to its highest level of the year. “There’s a certain amount of blind optimism attached to this rally,” says a Deutsche Bank analyst.


Leaks about MPs gratuitous expenses provide further embarrassment for the government, including Gordon Brown, who cimed for a bill of more than £6,000, paid to his brother, for cleaning services (supposedly a cleaner that they shared). His brother is a senior official at EDF. They will of course also be sharing the expenses for the cleanup of Britain’s nuclear industry.

7.5.09.
Oil groups will end a 40 year exile from Iraq this year, despite Baghdad’s failure to agree an oil law, and the imminence of the US military’s departure. 115bn barrels of reportedly proved reserves are too much for them, in their currently constrained world. Oil contracts are up for bidding next month, and BP and Shell will be among the bidders. Jeroen van der Veer: “In the end, you have to make up your mind.”

BG cuts electricity prices by 10%, or £132 on average bill. Other suppliers will now come under pressure to pass on the recent reductions in wholesale prices. BG’s prices are still higher than they were at the start of 2007. Consumer Focus says they expected more.

As a result of the stress tests on US banks, regultators order 10 of them to raise $74bn. Losses at the top 199 banks would total $599bn over 2009 and 2010 if the worst case scenario set out in the stress tests plays out. 9.5.: The government assures the banks they can raise less if earnings over the next 6 months exceed regulators’ forecasts.

BoE pumps another £50bn into the UK economy in an expansion of its quantitative easing programme. It has already spent almost two thirds of the £75bn it originally allocated for buying up government bonds. Now, with the Bank realising this isn’t going to be enough, the total allocated will be £125bn. This is causing interest rates on government bonds to rise around the world. (3.68% on 10 year government gilts today). The interest rate remains at 0.5%. 

Insolvent banks should be left to go under, Nouriel Roubini writes in the FT. Joseph Schumpeter argued that capitalism involves creative destruction, and so it should be. The stress tests of US banks have no “failed” category. Why did creditors allow banks to take such risks? Only because they expected to be bailed out if things went bad. For capitalism to move forward, it is time for a little creative destruction.”

Ed Miliband says he thinks China is ready for a climate deal, after visiting Beijing this week. But China has an ambitious wish list: more ambitious emissions targets from developed nations, sharing of low carbon technology, and creation of a UN fund to buy related IP across the world. 

9.5.09.
Bank of England is braced for a third wave of the financial crisis – this is why they upped the quantitative easing two days ago. So a source tells the Guardian.  


Ashley Seager earns a 7% rate of return on his solar panels. His 3kW system produced 2,703 kWh in its second year, 92% of his needs of 3,000 kWh. 3,000 kWh costs £420 at npower’s 14p, so the saving is nearly £400. At the current ROC of £70 per Mwh, he earns an extra £210, a net saving of almost £600. With a condensing boiler he is down to £360 a year for heating, so his net energy saving is a £200+. His 3kW system cost £17k, with a 50% grant, net £8,500. A £600 saving per year on that is around 7%, which is not taxed, so the equivalent of around 9% for a basic-rate taxpayer, 11% for a higher-rate taxpayer, and a crude payback of 10 years. At current prices, his system would be around £12,000 (£4 a watt), meaning a post-grant (which has gone down to a £2,500 cap) 5% return or 7% or 8.5% gross: better than any bank or building society. And, he argues, the system has surely add to the value of his house. “How could it not?”
 (L: supplement on greenhoing the home).


There is no politics of climate change, Anthony Giddens argues in his latest book. Nicholas Stern’s latest book captures his great achievement of casting the scientific debate on climate change in economic terms that politicians could understand, making it more likely that they will react in time.
 But Giddens points out that he ignores the politics, as though the global deal can be agreed once reason prevails. He says there is no political roadmap anywhere, and advocates retreat from the notion of massive multilateral consensus, and front running by a coalition of the willing, or even just the US and China. If a deal could be agreed between powerful players, the rest of the world would follow along.
 Similarly, in a third book out now, Yda Schreuder argues that corporations must create a race to the top, sector by sector, via directing investment and R&D budgets at achieving a competitive edge in carbon.
 All three are reviewed positively by Fred Pearce.

10.5.09.
Areva attacked on safety professionalism by Finnish nuclear regulator. Jukka Laaksonen, director general of STUK, Finland’s radiation and nuclear safety authority, says in a letter to Areva CEO Anne Lauvergeon that some of her supposed experts have a “lack of professional knowledge” that is slowing the Olkiluoto 3 plant down. Areva says this won’t cause additional delays, but admits the reactor – already 3 years overdue – still has no definite opening date.


Concern mounts over security of Pakistan’s nuclear arsenal as insurgency grows. The Taliban is in Bruner, 100 km from Islamabad. Most of the arsenal is south of the capital, but US officials do not know where all 60-100 weapons are, and Pakistan is refusing to say. Islamabad vehemently dismisses the fears as American paranoia. But then they vehemently denied the existence of a Pakistani-led nuclear knowledge smuggling ring, and that turned out to be true.


LibDem MP fears police used agents provocateurs to incite crowds at G20 demonstrations, and calls for an investigation. Tom Brake, a member of the Home Affairs select committee, says he saw two plain-clothes people go through a police cordon around the “kettle” near Bank tube by showing ID cards, and was told by people in the crowd that they had been seen throwing bottles at police, and inciting others to do the same, before being confronted by demonstrators and fleeing through the cordon, showing passes to do so. A Metropolitan Police spokesman said “we would never deploy officers in this way or condone such behaviour.”


Academy set up that encourages teenagers to leave school to try and become tycoons. Dragon’s Den judge and entrepreneur Peter Jones funds a National Enterprise Academy (jointly with government), with a pilot intake of 28 teenagers. He originally wanted to call it the “Tycoon’s Academy,” rather suggesting that the values will be those portrayed on The Dragon’s Deen and The Apprentice. He plans to bring “tycoon teaching” to thousands via a qualification he has devised with Edexcel the exam group, to be taught at further education colleges around the country. There is no mention anywhere of anything vaguely to do with social mission or corporate responsibility.

11.5.09.
Every UK home will be fitted with a smart energy meter by 2020, the government announces: 27m homes with 49m new meters (sic: one for electricity one for gas presumably) at a cost of about £7bn. They will be able to achieve many savings: to the consumer, for example by automatically switching off a freezer at peak times, when electricity prices will be higher; to the supplier, for example, by putting an end to meter readings. The government will announce this coming week that the government has chosen a model based on compelling suppliers to fit their own customers’ homes with smart meters.
 The meters will save £2.5-3.6bn over the next 20 years but will cost more than twice that to buy and install: more than £8bn. DECC claims it will be the biggest smart meter scheme in the world (although the majority of homes already have, the article claims later).

EDF sells a 20% share of BE to Centrica. A company owned by the French state now owns the British nuclear industry with a strong British minority partner. The valuation was close to the £12.5bn EDF paid for it when electricity prices were at their height last year. Centrica is trying, among other things, to take out a hedge against exposure to potentially volatile wholesale gas prices by evening out its earnings stream, analysts say.

UK energy firms call for opt-outs on CCS if it isn’t ready by 2025. Companies including E.ON and RWE say that without a guarantee they’ll be able to keep coal plants open, they won’t invest in them in the first place. 

Venezuela passed a law last week paving the way for the state to take over the oil industry, and over the last two days troops have been mobilised to assist in the seizure of the assets of 60 oil service companies. With these expropriations come fears that Opec production will soon sink to its lowest level for 20 years. 

Oil price fall from last year’s levels has provided the world with fully $1.6 trillion of “stimulus”. In 2008, the average oil price was around $100. At 88mbd then, the total annualised cost was $3.2 trillion. This year’s average oil price is closer to $50. Compare this to the total amount spent on fiscal stimulus in the G20 countries this year, which the IMF estimates at at 2.7% of GDP, excluding bank bailouts. At G20 output of $45 tn, that amounts to $1.2 tn. Note that developed world oil inventories stand at 61 days of demand, one of the highest levels ever. (So why isn’t the price closer to $20?).

The high oil price of early 2008 was due much more to peak oil than speculation, energy business analysts Douglas-Westwood argue. Steven Kopits, Managing Director, observes that global production plataued in October 2004, and in the four years thereafter the global economy expanded by 18% while oil supply didn’t grow. Prices rose because more new Chinese consumption hit the market than developed economy consumption fell out of it. And then the world economy collapsed. Now, market manipulation is rife. Opec is reducing production at millions of barrels a day and investment banks are using charted supertakers to hoard something like 100 million barrels to profit come the return to high prices. Why no outrage about the investment banks, he asks. Because people only care about high prices once they experience high prices. Regulators will have to contain oil prices if they are to prevent a “second peak oil recession.”
 (L)

Brown government is still on a path of “neo-liberalism lite”, Guardian economics editor argues. The Treasury has said in the past month that it is not persuaded of the case for reform, of the Glass-Steagal Act type, aiming to cut the banks down to a size where are small enough to fail, and the government is pressing ahead with privatisation of the Post Office. They seem much keener on controlling people than markets. It is ploughing on doggedly with identity cards, it intends to keep the DNA records of innocent people on a database for fully 12 years, and it presided over aggressive policing of the G20 demonstrations. The UK has more closed circuit TV cameras per head than any other western nation along side the weakest laws on privacy and data protection. At the same time unemployment is rising, child poverty is increasing, and inequality has been allowed to become greater than it was under Mrs Thatcher.

12.5.09. 
The CCS global market was worth £13.2bn in 2007-8 (around 1% of the international low-carbon tech sector), of which the UK share was £468m, according to a report for BERR. Only two small demonstration projects are in operation, Schwarze Pumpe in Germany and Lacq in the French Pyrenees, both based on post-combustion technology. Alstom, Siemens and Mitsubishi heavy Industries, Fluor and BASF all have designs for post-combustion technology. Siemens, GE and Shell all have designs for pre-combustion technology. The third type of CCS is oxyfuel, where coal is burned in almost pure oxygen, with almost pure CO2 as the exhaust gas. Alstom and Doosan Babcock Energy lead here.

Drax will not become a demonstration plant for CCS, CEO says. Dorothy Thompson clearly has her doubts it will work: “CCS may not prove to be the answer we are all looking for and, even if it does, it remains a long way off. CCS is unlikely to make much contribution to the UK’s target of cutting greenhouse emissions by 34% by 2020, and even if it does it will be expensive. A modern coal-fired power station will need to generate 25% more electricity just to power the equipment that will remove the increased carbon it is emitting.”

BP CEO says solar PV won’t compete with traditional energy without a breakthrough. Tony Hayward tells a conference in California that “I think solar is probably the most challenged of all of BP’s alternative energy interests. It is not going to make the transition to be competitive with more conventional power, the gap is too big.” There needs to be a step-change in technology, he says. BP has cut investment in all alternative energies from $1.4bn last year to $1bn this year. BP no longer has been shutting solar factories around the world and no longer sets a target for solar sales.
 Hayward thinks the second half of the century will be “the solarcentury.”

13.5.09. 
UK PV Manufacturers Association predicts residential solar grid parity in the UK by 2013. Costs per watt peak, approaching £4 installed now and below £2 per Wp installed by 2020, are falling rapidly today as recent constraints in the upstream PV supply chain unwind. Domestic retail electricity prices reached 14p per kWh in 2008. At the time, a typical UK householder with a solar roof was paying approximately 23p per unit for their PV-generated electricity. But this gap is closing rapidly as retail electricity prices rise (UK electricity price rises have averaged 5% per year over the last 10 years) and PV costs fall. Assuming modest increases in grid electricity inflation and significant cost reductions (as widely predicted) for solar technology, grid parity for domestic PV customers could be reached as early as 2013. Residential grid parity, therefore, could be close even in cloudy Britain. Even for commercial, non-domestic customers in the UK, parity could arrive before 2020.

14.5.09. 
Biggest solar contract in history signed. Brightsource Energy and PG&E enter into a contract for 1.31 GW of solar thermal spanning 7 projects. 

US climate bill takes shape with 17% GHG cuts from 2005 levels by 2020, after oil, coal and rustbelt Democrats support it against expectations. Pundits predict this will be enough to get the Chinese onboard for Copenhagen.


IEA says oil demand will fall by 2.56 mbd to 83.2mbd in 2009, its lowest level since 1981. The IEA’s April forecast was a 2.4 mbd fall. It also reports Opec’s resolve to cut output is fraying – raised production by 270,000 barrels a day last month, reversing 7 months of cuts, a move likely to depress price. Success – a return to $60 - has led to temptation to cheat, analysts say. Of the 11 active members, Saudi is still down but Iran and Angola are well up on quota.

Heads roll in the UK parliamentary expenses scandal. Labour MP Eliot Morley is suspended for claiming £16,000 mortgage relief on a mortgage that didn’t exist.  He claims it is an honest mistake. Cameron advisor Andrew Mackay is forced to resign after claiming £170,000 a year second residence allowance for years, the same as a wife, another Conservative MP, with whom he lives. Two Labour peers are suspended from the Lords – the first suspensions for more than 400 years – for taking money in return for amending legislation. Lord Truscott, former energy minister, is one. Many other MPs are guilty of “flipping” between two homes – declaring first one as the first home and then the second, depending on allowances sought. Flipping is in the rules – hitherto deemed secret by MPs – but now a Freedom of Information request has led to compilation, and the discs have been leaked to the Daily Telegraph, the public are drawing their own conclusions. Lord Naseby, a former Commons Deputy Speaker, says the crisis is so damaging that Parliament might have to be dissolved.

Riot police in gas masks guard a company’s AGM, looking like something from a science fiction horror story. In Luxembourg, workers at steel maker ArcelorMittal disrupted the AGM with smoke bombs. Meanwhile, at Allied irish Bank’s annual meeting an investor pelted directors with eggs, saying they representing his nest egg that they had destroyed.

15.5.09.
The London array - largest wind project in the world - is out of the starting blocks, thanks to UK government support for wind in the recent budget. 630MW should be generating by 2012, in a first phase. A second phase would lift the total to 1 GW, enough for 750,000 homes or a quarter of Greater London’s electricity. Currently only 2.2GW of the UK’s 75GW of power is from wind.

Only three smart meter firms are certified by Ofgem. Yet the government says every one of 26 million homes will have one by 2020, and they will cost £29 each (optimistic). (NB that would mean £750 m of sales ….over ten years say, would mean £74m each. The equipment is not the money maker here). One of the three is Remote Energy Monitoring, whose chairman is John Roberts.

Biosolar aims for plant-based polymers to replace petroleum-based plastics in most PV modules today, enabling PV to be both cheaper and a “truly green” energy source. The Californian firm wants to replace mylar and tedlar back sheets at half the price. Their BioBacksheet product is expected to be in within the year. The first generation is for crystalline cells. Thin film comes next.
  

16.5.09. 
Annual renewable energy investment was $120 billion in 2008, a fourfold increase in five years. In the four years from end-2004 to end-2008, total power capacity from new renewables increased 75 percent to 280 GW, including a sixfold increase in solar photovoltaic (PV) capacity to more than 16 GW, a 250 percent increase in wind power capacity to 121 GW, and significant gains in small hydro, geothermal, and biomass power generation. Solar heating capacity doubled to 145 gigawatts-thermal (GWth) in the same period. In 2008, a tough year, wind power grew by 29 percent, grid-tied solar PV by 70 percent, and the capacity of utility-scale solar PV plants (larger than 200 kilowatts) tripled, to 3 GW. Global solar PV production increased by 90 percent to 6.9 GW. The United States was the leader in new capacity investment with $24 billion invested, or 20 percent of global total investment. The United States overtook Germany to lead in added and total wind power capacity. China doubled its wind power capacity for the fifth year in a row, moving up to fourth place globally. The wind industry is building ever-larger turbines, with models of 3 MW now common. For the first time in 2008, both the United States and the European Union added more power capacity from renewables than from conventional sources (including gas, coal, oil, and nuclear).  At least 64 countries have policies to promote renewable power generation, and renewables policy targets have been set in at least 73 countries, including 45 countries and 18 states/provinces/territories with feed-in tariffs.
 

17.5.08.
New nuclear scares threaten UK nuclear sites. A radioactive leak, undiscovered for 14 months, was found in January at Sellafield the day before a vist by the PM. So Nuclear Management Partners (who run the site) have recently confessed. At “level two”, this was the worst since a 2005 leak for which BNFL was fined £500,000. A board of enquiry concludes the leak went un-noticed because “managerial controls over the line were insufficient and there was inadequate inspection.” Meanwhile, elsewhere on the site two containers of highly radioactive material have gone missing. NMP says it is most likely that “the anomaly lies within the accounting procedures”, and the lost containers are still somewhere on site. “Environmental and public safety has not been compromised,” they say.

18.5.09. 
Two more radiation leaks revealed today in British nuclear submarines, making nine in 12 years. So the MoD admits. One was at Devonport two months ago.

UK government is under growing pressure to hold public inquiry about nuclear new build. The current system of “justification”, a process required by the EU to ensure benefits outweigh detriments, has been challenged in the UK by a group of academics and others – the Nuclear Consultation Group - as insufficiently transparent. They have written to DECC calling for an inquiry, and some are considering legal action.

“Should we stop worrying so much about economic growth?” Guardian editorial wonders. The Sustainable Development Commission has written an interesting report, Prosperity Without Growth, suggesting we should. GDP measures many things that do not necessary create value. Just before the bust in 2007, finance and business services accounted for almost half British GDP. We can’t decarbonise and grow GDP. Ideas about going slower and having more time for social activity and interests are not new. “Such debates must be revisited while there is still time,” the paper concludes.
 

UK Automobile Association says government’s car-scrappage scheme is a “dog’s dinner” after Honda and Ford pull out on the day of the launch, unsure who will pay the £2,000 supposedly on offer in the cash-for-old-bangers scheme. The scheme is designed to restart moribund auto sales.

19.5.09. 
Thorp will probably have to be mothballed for four years, operating company admits. Sellafield Ltd admits its £1.8bn nuclear reprocessing plant cannot meet NII orders for operation as a result of continuing technical problems. This will cost millions of pounds. When it began operating in 1997, then owners BNFL said Thorp would reprocess 7,000 tonnes of spent fuel in its first ten years. It has managed 6,000, but now because of three broken evaporator plants is down to 200 tonnes a year, around a sixth of the original design capacity. Two of the plants have been breaking down repeatedly, and the third has been closed after a rise in radiation levels. Work has started on a new £100m evaporator, but it is behind schedule, and probably won’t come on stream before 2013. Germany may sue when spent fuel is not returned reprocessed. Closure of the plant would slow decommissioning of British nuclear plants, and remove much of the £70bn needed for that process, which reprocessing was supposed to raise a good deal of.

US and China has held secret bilateral climate talks …..and made good progress, the Guardian is told. A senior delegation of Republicans and Democrats went for two visits in the final Bush months. John Holdren was a part of the delegation. The first, in the autumn of 2007, was at the suggestion of the Chinese. During the second, a MoU was drawn up around three points: first, using existing technologies to cut carbon emissions by 20%; second, co-operating in CCS and fuel-efficient cars; third, signing up to a deal in Copenhagen. The talks are continuing.

Publication of pollution records is forcing Chinese companies to clean up their activities, the director of the Chinese Institute for Public and Environmental Affairs (IPE) writes. Environmental transparency is expanding in China, he says, as the negative impacts of pollution become ever clearer, and multinational companies such as GE and WalMart endeavour to apply supply chain management by monitoring suppliers’ environmental performance. A pollution source map published by the IPE, showing thousands of sources, has increased pressure on Chinese companies.

Obama announces industry average 35.5 mpg CAFÉ standard for US autos by 2016. (Hitherto the target was 35mpg by 2020). Automakers, legistlators and environmentalists all profess themselves pleased with the tightened rule – the carmakers have to. Compex state by state rules are now a thing of the past. But critics point out that a gasoline tax would be better: CAFÉ standards affect what cars we buy; taxes affect that, plus how much we drive them. (But it wouldn’t have passed by Congress). The five year programme will save 1.8 billion barrels of oil over the period, the Obama administration calculates. Each automaker must achieve the average across its fleet. Standards will also be set for each size of vehicle, and a limit set for overall greenhouse emissions from each car. The aministration calculates this will be equivalent to taking 177m cars off the roads, or shutting 194 coal-fired power plants (NB this doesn’t sound right wrt the 1.8 bb oil calculation).
 

Shell under more pressure on carbon intensity of operations. Greenpeace and others release a study showing the company’s carbon intensity will rise 85% in coming years because of Canadian tar sands and Nigerian gas, well ahead of rivals. Shell itself admits that its carbon intensity has risen by more than a quarter since 2001.

Shell investors rebel over executive pay at AGM: 59% reject the bonus awards to van der Veer and other executives, made despite missing targets. van der Veer received a bonus of €a.35m for 2006-8, and total remuneration of €10.3m in 2008. This was the second biggest no vote this year, beaten only by the RBS one. Such votes are non binding.
 

Italian solar energy gold rush risks overheating, PV industry warns. Anton Milner of Q-cells says grid parity is due next year, but the Italians must eradicate the abuses arising from the feed-in tariff as seen in Spain. The tariffs are 68-75 cents a watt, around double the German rate. Amid the flood of applications for solar frams are suspected Mafia front organizations. Regional governments in the south are taking their time with approvals, trying to screen as they go. Prices of suitable agricultural land have risen as much as sixfold in the past two years as developers pile in.
 

20.5.09. 
Russia is spending a large part of its oil fund - $143bn at its peak - as economic gloom spreads. The relatively high current oil price, around $56, is the “worst it could be”, according to one economist: too low to allow the free spending of the boom, and too high to force real reform in public spending. Unemployment stands at 10% and public discontent is growing.


Recovery in oil price is ignoring the fundamentals, FT observes. Now above $60, the oil price is 85% up on February’s low of $32.7. Traders are saying this is more about long-term bets on supply and demand than short-term factors, with record inventories and weak demand.


The financial crisis is “not capitalism’s 1989,” Martin Wolf argues: it won’t be a defiining watershed. Capitalism seems sure will survive, albeit much amended. Countries will adapt the market economy to their own needs. “A world with many capitalisms will be tricky, but fun.” He is less sure about the survival of globalisation. The stimulus programmes have partially deglobalised finance, and few political leaders have shown willingness to go out on a limb for free trade. The state is back, albeit mostly near-brankrupt. “The effort to consolidate public finances will dominate politics for years.”

21.5.09.
China sets out a tough climate position ahead of next set of pre-Copenhagen climate talks which begin 1 June in Bonn: 40% emissions cuts by rich states by 2020, and 1% of GDP to help pay for emissions reduction schemes in developing countries including China.

22.5.09.
IEA forecasts that electricity will fall in 2009 for the first time since 1945, by 3.5%. Three quarters of the fall is due to industrial consumption. In a report last year, the IEA forecast a rise in global electricity consumption of 32.5% between 2006 and 2015: 3.25% per year. It grew 4.7% in 2007 and 2.5% in 2008. The IEA will tell G8 energy ministers this news at the weekend. It will also say they need to invest 6 times more on renewables if they are to hit greenhouse targets, and that they face the risk of an oil supply squeeze in 2012. At least 2 mbd of capacity has been cancelled and another 4.5 mbd delayed by at least 18 months.


Spain provided almost 30% of total power consumption with renewables as of end 2008: 39 GW comprising 81% wind, 11.8% mini-hydro, 6% biomass and 1.3% solar.
 (L)


Norwegian life insurers ask for a rule change so they can invest more in renewables. The three biggest companies, including Storebrand, want to be allowed in things other than bonds, shares and property to provision stable and secure pension plans. Renewable power generation has what they want, they say: long-term stable returns. In part, this situation arises because oil-rich Norway does not need to issue bonds. The finance ministry is considering the proposal.

24.5.09.
Leading writers, actors and journalists launch campaign for PR in UK in a letter to the Observer. They call for a referendum on the day of the election. Some Labour politicians, notably Alan Johnson, have also come out in favour of PR. 


Shell directors told to pay back their bonuses by institutional investors. Abigail Herron of Co-operative Asset Management: “Legally, Shell can do what it wants on this one, but on moral grounds, the bonuses should be paid back to shareholders.” Alan MacDougall, MD of investor activist group PIRC, agrees and says the non-exec chairman of the remuneration committee, Sir Peter Job, should step down. He has been on other remuneration committees that have handed out huge bonuses, notably at GSK.


735 empty tankers ride high in the water off Singapore, one of the largest fleets ever gathered, “marooned by the receding tide of global trade.”

25.5.09.
Saudi oil minister Ali Naimi warns of oil price spike in 2-3 years, worse than the 2008 one, because of underinvestment in new capacity.


Russia cannot guarantee the EU that there will be no further dusruptions to gas supplies, President Dmitry Medvedev says in a speech at an EU-Russia summit in Khabarovsk. Neither, relatedly, will it be lending any more money to Ukraine, because it has concerns about Kiev’s solvency. Ukraine should be filling its storage facilities around now ready for winter, and isn’t. This itself impacts smooth transit to Europe.


Militants resume pipeline attacks in the Niger delta in retaliation to an Army push that began 10 days ago, with an attack on a militant base. A significant Chevron pipeline is blown up. Such attacks have reduced output to around half the country’s c. 3.2 mbd capacity in the past few years.

The UK economy crisis worsens, though displaced from the headlines by the MP expenses scandal. It is the worst slump since 1931. Unemployment rose faster in the first quarter than at any time since modern records began in 1971, housebuilding is at its lowest since 1953, real incomes have fallen for the poorest 20%. New data shows the long phase of above-average growth Brown used to boast about was bankrolled by people raiding their savings. In the mid 1990s, savings as a percentage of take home pay was around 5%. At the time the crisis broke in 2007 it was minus 9%.

CERA study concludes that tar sands boost greenhouse-gas emissions 5-15%. But that figure is for “well to wheels.” Well-to-retail-pump shows twice the emissions of Saudi light.
 

26.5.09. 
EDF CEO says no nuclear building the UK without subsidies. Vincent de Riyaz has yet to persuade his owners, (85% the French government) that his plan to build 4 reactors at €5bn (£4.4bn) each makes commercial sense. He wants a “level playing field” with wind, and a floor price for carbon in the EU ETS. he is also concerned that high levels of wind construction will require the nuclear plants to be shut down when the wind output is high.

Gulf faces gas shortfall: only Qatar and Iran have enough supplies for their own needs, FT reports. The cumulative gas shortfall for the 6 GCC nations may be at least 7 trillion cubic feet by 2015. Neither Qatar or Iran can necessarily help their neighbours. Qatar’s moratorium on new North Field projects extends to at least 2013, as things stand. In Iran, the problem is global and regional politics. Saudi Arabia, Kuwait and the UAE are already burning oil for power and expected increasingly to do so. The UAE is turning to nuclear, after concluding they will need to add more than 40GW by 2020. They estimate not much more than half of that can feasibly come from gas. An un-named official from the Abu Dhabi National Oil Company: “Most people don’t recognize it, but the Middle East has one of the world’s fastest growing rates of [power] demand….and the the net effect is a lot of crude oil is getting diverted to the electricity sector.”
 (L)

Oil rises to a six month high of $63 on news that Opec sees signs of demand recovery. Opec is not expected to cut its production quotas further. 

Oil and gas executives worry that price volatility is making billion-dollar projects difficult. Schlumberger couldn’t hire fast enough a year ago. Now 10,000 are being laid off. Tar sands projects need a minimum $40 price. Opec has delayed as many as 150 oil projects.
 (L) Special energy supplement.


BP seeks to appoint a Russian as TNK-BP CEO to solve the long-running impasse. Pavel Skitovich is a financier reporting to an oligarch and has no oil experience.

JL FT article: Battle lines are being drawn in the war over renewables. “What EDF and E.On may really be saying is that there might not be the money available for both renewables programmes and a nuclear renaissance. Oil giants have also been owning up to an aversion to large-scale renewables. Both Shell and BP have decided wind and solar power are ‘not economic’. The UK PV Manufacturers Association – including my company Solarcentury – predicts residential grid parity between solar and conventional electricity, even in cloudy Britain, within five years. We will find out who is right – and rather soon. Two visions of the future are being offered. One side proposes accelerating use of fossil-fuel and nuclear for many years, with or without carbon capture. The other proposes falling clean energy costs and expanding renewables mass-markets that will humble many supposed energy pundits and eventually displace most if not all unsequestered fossil-fuel and nuclear generation. Governments and investors will be paying their money and taking their choice; a liveable future on the planet may rest on their decisions.”

27.5.09.
Energy demand set to rise 44% in the next 2 decades, EIA says, 75% because of demand increasing in the developing world. Global oil demand will reach 107 mbd by 2030.

Saudi oil minister says world economy can live with $70-80 oil. The price is currently around $63. The change of position suggests Opec will try to push the price higher.

Chinese government’s national solar plan invests billions of the £400bn national economic stimulus fund on solar farms and rooftops. 95% of the panels manufactured in China, the world’s leading manufacturer, are currently exported. No longer. The government has changed its mind about solar PV, formerly having deemed it too expensive (8 -10 times more so than coal). Climate change and energy security concerns have caused the change of heart. The state council now has to approve the plan. Earlier this year Jiangsu Province (where Suntech is located) announced 1 billion yuan (£92bn) of incentives aiming at 260MW by 2011. The entire national target was 300MW for next year, at the time.


Shell’s new CEO Peter Voser instigates a restructuring that will involve heavy job losses in the 102,000 global workforce. Linda Cook, head of gas and power, who came second in the succession, resigns.

Ugandan Millennium Villages project of Ruhiira is showing small-scale community aid can work. It was one of the first villages among what are now 80 across Sub-Saharan Africa. The brainchild of American economist Jeffrey Sachs, they aim to demonstrate that the eight millennium goals can be hit by 2015 on a budget of $110 (£71) per person per year. School enrollment is up (as a result of offering school dinners), malaria incidence has been halved, income levels are rising and malnutrition levels falling. Maternal mortality was down to zero last in a population of 50,000, the result of a well-eqipped and staffed clinic. A brand new warehouse stocks the harvest of diversified crops, grown with fertiliser. Meanwhile, the G8 countries are $35bn behind on the Gleneagles promises of 2005. Sachs answers critics who say aid budgets should go to central government projects, where for example much DfID money goes, by saying that little of it reaches remote places like the Ruhiira area.

29.5.09. 
Court requires Shell to pay £350m to shareholders compensation for the 2004 reserves scandal. The ruling by the Amsterdam court of appeal relieves shareholders concerned about a US class action. Shell had already promised to pay compensation “without admitting any wrongdoing.”

1.6.09.
GM’s 101 year history ends in bankruptcy. Founded in Flint, Michigan, by a maker of horse-drawn buggies, the giant employed 853,000 at its height in 1979. The beginning of the end of its dominance arguably began when Toyota made its first sales of cars in the US in 1957. They became the biggest US automaker in January 2009. Chapter 11 allows a company to restructure in a slimmed down form with the court protection its assets from crediotrs. GM could reappear after as little as 3 months, slimmed down and almost three-quarters owned by the US Treasury and Canadian government. Ford is now the only automaker not to have been kept afloat with taxpayers money.


Russia urges international community to lend Ukraine the money ot pay its gas bills. Kiev is falling behind, and will not be able to stump up the $4.8bn needed to stockpile gas for next winter. The stockpile, in turn, is needed to allow Ukraine to supply the EU.

Fears grow in Saudi Arabia about the impact of 9% unemployment. The 24m population, 60% of it under 25, remains one of the poorest in the Gulf, on a per capita basis, and the pool of idle, disaffected youths is growing. The government has announced a $400bn five year programme to build new “economic cities,” but fears are spreading that King Abdullah is neglecting the growing social problems.

Criticism of the Clean Development Mechanism grows. There are widespread fears that accounting tricks involving “hot air” posing as additionality are spoiling the Kyoto CDM mechanism. All CDM schemes to date sum to a transfer of the right to emit an extra 250 mt CO2, and as much as 2.9bn tons by 2012. But critics contend that 40% or more of this may be false. Perverse incentives are also being encouraged: i.e. an incentive to maximize the carbon supposedly being offset at source, creating a situation that ultimately allows more carbon to be emitted than would have been the case if the offsetting hadn’t been created at all. In Nigeria, gas flaring is being lined up for offsets, a move environmentalists view as being “like a criminal demanding money to stop committing crimes.” Some think the CDM is too far gone now. The US could theoretically offset all its 20% cuts by 2020 target in the bill currently under consideration.
 (L)

Brazil’s Petrobras plans to invest heavily in exploration and production in the next few years, even as other oil companies cut back. Estimates for developing the pre-salt oil range from $10bn to 80bn. It will start flowing in around ten years.
 (L)

Dismantling of platforms poses the oil and gas industry with immense legacy problems, Petroleum Review reports. Up to half the North Sea’s 600 installations, with first installations dating back nearly 40 years, are due to be decommissioned by 2021. This will cost £20bn over the next 25 years, according to the UK
 government. (L)

2.6.09. 
Barclays Abu Dhabi investor exits his £3.5bn investment of just 7 months ago for £ 1.4 bn profit. Sheik Mansour’s International Petroleum Investment Corporation had been cast by Barclays as a strategic investor. Their withdrawal will send a bad message. The Lex Column notes that Barclays’ balance sheet cleansing is far from complete, and the FSA’s stress test of the bank’s financial health is “murky,” far from guaranteeing financial health. Investors may be all too aware of this, and others may be tempted to follow Sheik Mansour.
 Meanwhile, the UK taxpayer sits on multi-billion pound losses in publically-owned RBS and Lloyds, because the shares are trading below the level the Treasury bought them at.

Gazprom tells Turkemistan to reduce its gas export price, on the grounds of diminishing domestic need as demand drops. 

Shareholder outrage grows over huge pay awards to executives. The trigger has been Shell’s decision to pay €4.2m (£3.6m, $6m) to 5 directors when the group failed to hit targets. Jeroen van der Veer’s package alone was a full €10.3m this year, up 58% on the year before. A PWC partner, Tom Gosling, observes: “there is a hug deficit of trsut between executives, shareholders, and remuneration committees.”

3.6.09. 
UN figures show more investment in renewables in 2008 than coal and gas generation: $140bn (£85bn) versus $110bn. The UN says $750bn will need to be invested between 2009 and 2011, and the first quarter has been down 53% on last year ($13.3bn). New Energy Finance estimates $105bn +/-10 for 2009. Including energy efficiency, $155bn was invested in clean energy in 2008, despite a 51% year-on-year fall in capital raised on public markets. Wind attracted most ($51.8bn) with solar next on $33.5bn.
 

Workers adjust to shorter working week in Germany’s “Solar Valley.” Q-Cells is trying to save jobs at its Thalheim plant during the slow down. Others are doing the same, in both the solar and wind industries. Investment in renewables was down 58% in the first quarter, compared to the same period last year.

New coal plants should fit heat recovery technology, says the UK Institute of Civil Engineers in a new report. This could be used to displace gas heating in nearby buildings, the source of half all energy consumerd. It could be used with CCS.

Oil companies are not ready for hurricane season, with many not able to pay insurance premiums. Rates have risen between 20 and 100% on average, with some companies charging 3 times more this year for the same cover as last year. Hurrican Ike caused $15bn in insured losses last year, destroying 54 platforms and damaging a further 95. Deloittes warn that a bad season will “pose significant challenges.”

$50bn of investment is expected in hedge funds this year from pension funds, family trusts and others. Total industry assets have shrunk from around $2,000bn to $1,200bn, according to industry estimates.

Barclays scraps final salary pensions ….for nearly 18,000 existing staff. A £200m surplus has collapsed into a £2.2bn deficit in the course of the last year. The union Unite calls it an “utterly alarming” breach of promises made to staff. Earlier, BP said it will be scrapped final salary schemese for new recruits as of next April.
 

4.6 09. 
Goldman Sachs reverts to bullish forecast as oil nears $70 a barrel. Surprising Wall Street, Goldman forecast $85 a barrel by year end, ending a spell of bearish forecasting. As recently as end April it was predicting $45 within three months because of plentiful inventories and weak demand. Goldman called the super-spike above $100 ahead of anyone else, in March 2005 when crude was arounf $55, building much kudos. But then it had a spell of bad forecasts, including wrongly calling $200 oil.
  

With US oil demand at 10 year lows, there is clearly a lot of speculation in the scene. Gary Gensler, chairman of the Community Futures Trading Commission, has appealed to the US Senate for urgent reform in regulation of over-the-counter derivatives trading.
  

Ceres report shows 59 of 100 leading global firms fail to mention greenhouse-gas emissions in their reports to shareholders. The lack of disclosure was most striking in the insurance industry.

Obama woos Mulsim world with a conciliatory speech in Egypt. He urges mutual respect, strongly backs the two-state approach to the Palestinian conflict, and condemns both Jewish settlements – using the word “occupation” – and Holocaust denial (by Iran). 

Guardian readers’ survey on the broken UK electoral system shows the three biggest problems to be rigid parties, monied interests and inability of parliament to hold ministers to account. 92% vote yes to restrictions on donations from private companies.
 (L)

5.6.09. 
Venture capital companies undergo major downsizing. The number of principals in firms has fallen 15% since end 2007, and the pool of capital under management has fallen on the same order, according to the National Venture Capital Association. Once a week or so now there are departures of major figures and closure of funds. VC funds sank $29.7bn into start-ups in 2008, But they produced just $24.9bn from IPOs and the sale of start-up firms.

Obama has pledged nearly half a billion of the $787bn stimulus package for solar and geothermal energy. In a speech at Nellis Air Force base, site a huge solar array, he says $468m ($117.6m for solar, $51.5m of that for solar) is available for these two key technologies. The US intends to double its renewable share of electricity from 3% to 6% in the next two years.


HSBC says the Waxman-Markey bill is too weak to contribute to Copenhagen. In the current draft of the American Clean Energy and Security Act, as recently passed by the House Committee on Energy and Commefce, 85% of the permits would be given away in the cap-and-trade scheme, not auctioned, meaning a drastic reduction in revenue available for clean technologies. The renewable energy standard (RES) has been lifted to 20% by 2020, instead of 17.5%, but the numbers don’t add up ($600bn+ is assumed for renewables by 2020 but a 15% auction would raise less than $100bn). HSBC says one option is to split the bill into a clean energy that gets passed by both houses, and a cap-and-trade bill that doesn’t get passed until after Copenhagen.

China and Singapore will build a huge eco-city in NE China, but with a much less ambitious environmental targets than the failing Dongtan project near Shanghai (where phase 1 should have been built by now, but the site sits moribund with the chief backer in jail on corruption charges). Tianjin Eco-City will house 350,000 people. This sounds a lot but is not much more than 0.1% of the 300 million new urban dwellers China must accommodate by 2020 (equivalent to the whole population of the USA.
 

“High gain” solar – a concept blending parabolic troughs and PV – make some headway. A first Skyline Solar demonstration plant will be built in San Jose. The hybrid single-axis tracker system, focusing light from the troughs on PV strips, promises 10 times more energy gram than conventional PV, under high sun.
 

China takes an early lead in the race for CCS. The MD of the IEA’s Clean Coal Centre, John Topper, says that by the time Europe has its demonstration plants up and running, there could be no more need for export of CCS technology to China. The Chinese GreenGen project, a $1bn coal gasification plant with CCS, comes on stream later this year.

6.6.09. 
Vince Cable, Liberal Democrat MP who foresaw the financial crisis, warns oil will be the next one. With petrol back to £1 a litre in UK forecourts, stagflation is with us, he writes in the Daily Mail. But he sees rising demand in India and China coupled with Opec under-production as the problem, and does not mention peak oil.

Ethical funds have come a long way in 25 years. The very first was the Pax Fund, set up in 1971 by Washington pastors wanting to avoid investments in companies involved in the Vietnam War. It was just £40,000 and is now over £1bn. The first UK fund, set up in 1985, was the Friends Provident Stewardship fund, now worth £450m (it fell 25% in the last year and slightly below the the FTSE All Share index). All UK ethical funds are worth around £7bn today. The first ethical bank, the Co-operative, was set up in 1992. Pressure from ethical funds forced GlaxoSmithKline to cut the price of Aids drugs in Africa in 2003. Norway’s £400bn state pension fund pulled out of Wal-Mart, citing concerns about labour practice, in 2005. An ethical fund – CIS Sustainable leaders – topped the all-fund performance table for the first time in 2007.

7.6.09. 
Russians take to the streets protesting against Putin. Workers are demonstrating in Vladivostock against a Kremlin decision to raise import duties on secondhand Japanese cars, in which there is a huge trade in eastern Russia. Putin is trying to protect the Lada. In other cities the concerns are job losses and unpaid wages as factories close. There are 500-700 "mono-towns", all dependent on a single industry for survival. One of them, Pikalyova, had a cement factory shut down with 2,500 job losses, after which saw a highway to St Petersberg was blocked by protestors. The winner is the siloviki, the hard-line military intelligence faction. They are seeking to oust remaining liberals from the Kremlin. Medvedev looks like emerging as a loser when his term expires in 2012.

Qatar, turning to finance with its gas wealth, is creating “a Switzerland in the sands.” The emirate’s per capita income is £43,000 a head ($70,000), making it one of the wealthiest nations in the world. The IMF redicts 15-18% growth this year. Whether or not the Qataris sell their Barclays stake, like Abu Dhabi, will be closely watched.

Gillian Tett’s book describes the effort made by the banking elite at “idealogical domination” ahead of the financial crash. Elites do this to maintain power, the trained social anthropologist, now FT star journalist, argues in her book. They decide what is talked about and what is not. There was a major “social silence” of this kind around the epidemic growth of derivatives, and so the practitioners began to view themselves as detached from society, like the inhabitants of Plato’s cave. The crisis was foreseen by a few, including Tett. A veteran financier, Felix Rohatyn, warned back in the early 1990s that derivatives were “financial hydrogen bombs built on personal computers by 26-year-olds with MBAs.”
 In a review in the FT, Howard Davies describes Tett’s thesis as a small group of “quants” at J. P. Morgan inventing credit derivatives – CDOs, CLOs and so on – but greedy people in other banks who then misunderstood and misused them, leading to the disaster.

Solar thermal power plants will exacerbate US water crisis, author warns. Billions of gallons of water will be needed from from sensitive desert habitat. As of mid-March, the Bureau of Land Management had received 158 applications for permits for solar power plants, covering more than one million acres in the land grab that is underway in the SW. But CSP uses four times as much water as a natural gas plant and twice as much as a coal or nuclear plant. It is possible to cut water use 80-90% using an air-cooled system, but dry-cooled CSP plants take up more space, generate 5 percent less electricity, cost 10% more, and – crucially - can’t work effectively when it’s hot outside.

The 4,500 history of democracy has often involved chaos, a timely book argues. Historian John Keane describes how the ancient civilizations of Syria-Mesopotamia experimented with popular assemblies 2,000 years before the Athenians had a concerted effort at given kratos (rule) to the demos (people). Macedonian kings like Alexander provided the first crisis for democracy, which died in Greece but lived on in parts of the Islamic east. The earliest European parliaments, in 12th century Spain, were a direct response to the threat of democratic Islam. Many deficient democracies came and went before modern democracy finally emerged, only after 1945. Keane refers to this phase as “monitory” democracy, referring to the ability of citizens to scrutinize not just through parliament but via watchdogs, audits, regional assemblies and the like.

8.6.09. 
Shell agrees to pay the Ogoni Nine $15.5m (£9.6m), one of the largest corporate payouts in a civil rights case, despite pleading not-guilty to complicity in the executions of Ken Saro-Wiwa and eight other Ogoni leaders 13 years ago. Campaigners say Shell was anxious for trial documents to appear in public. One lodged with the New York court was a 1994 from Shell letter to a Nigerian military unit thanking them for an action to recover a Shell fire truck, which reports say resulted in the death of an Ogoni man.
   

USGS says US can no longer be considered the “Saudi Arabia of coal.” The problem is that new data show very few of the vast reserves can be mined profitably, even at higher coal prices. Coal currently provides nearly one-quarter of the total energy consumed in America, and about half the electricity. An emerging “peak coal” group argues that current production levels may not be possible for much longer. David Rutledge, professor of electrical-engineering at the California Institute of Technology, estimates the U.S. has about half as much recoverable reserves as the government says, which would work out to about 120 years' worth. The Energy Information Administration, is reassessing its coal tally in light of the new Geological Survey data. 

Estimates of the U.S. coal resource began in 1907, based on outcroppings and mines. The USGS concluded there were three trillion tons of coal, enough to last 5,000 years at then rates of consumption. By the 1950s,  based on more mining data, the USGS and the federal estimate fell to 500 billion tons. In 2007, the EIA concluded the economically recovery fell to 267 billion tons.

Some business schools worry that they were culpable for the financial collapse. Harvard Business School MBAs, for example, include Hank Poulson (former Goldman Sachs CEO), Christopher Cox (former SEC chairman), Stan O’Neal and John Thain (last two CEOs of Merrill Lynch) and Andy Hornby (former HBOS CEO). A Harvard alumnus, Philip Delves-Broughton, accuses the school of “trying to sell a Hummer when everyone wants a Fiat Cinquecento.” A Harvard prof, Peter Tufano, worries that their method of teaching produces “arrogant” students. In April 2008 the Harvard Business School celebrated 100 years of the MBA. This year it published a contemplative study worrying about the role of MBAs in the crash, and is now conducting an online debate. Others in other schools agree. One dean worries that “not accepting part of the responsibility would be to say we are not part of the game.” Others are unrepentant. One bullish professor says that saying business schools should not teach complex financial models is “like saying you can’t teach chemistry because things explode.”

9.6.09. 
Wall Street begins to pay back rescue funds. The ten biggest banks are cleared to repay $68bn. Morgan Stanley is paying back $10bn in full. Analysts say the banks still face risks arising from credit cards and mortgages, and now worry there is a two tier system, with those banks not repaying tainted.

BP’s alternative energy chief is to retire at the end of the month. Viv Cox joins Shell’s gas chief, Linda Cook, on the casualty list resulting from changing priorities in the oil giants. The publisher of women-omics.com says the “female brain drain” at BP and Shell will deter women from going into oil and gas.

Leading historians tend to the view that fascism is not on the rise in the way it was in the 1930s, when asked for their opinions by the Guardian after the election of two BNP MEPs. We should be wary but not panicky, is the concensus message. The vote is a protest, at a difficult moment. Views include: 1930s fascism was a revolutionary movement based on violent imperialism. It couldn’t have arisen from economic depression alone. Today’s fascists pedal fear, especially fear of immigration, and they have no vision of a social order. They are not allowed legally to campaign for an authoritarian replacement for democracy. Eric Hobsbawm argues that, although there is a clear shift to the right, the big story of the elections is a crisis of the left. “Social democrats will need a new vision as well as a new constituency.”

10.6.09. 
China is planning to expand renewables to 20% of energy by 2020, their top climate negotiator says. Zhang Xiaoqiang, vice-chairman of China’s national development and reform commission, says China now believes it can match the EU’s target, with a vast expansion of wind and solar. Currently China only generates 120 MW from solar. It is targeting a 75 fold increase in just over a decade. $30bn of its $590bn economic stimulus package will go on greenhouse-gas reduction projects.

PFC Energy report says global gas resources could be quadrupled, if the world adopts new US technology for exploiting unconventional resources in shale gas, coal bed methane and tight gas. The world’s natural gas reserves are believed to be 620 trillion cubic feet.  Adding unconventional resources could lift that to 3,250 trillion cubic feet.
 

UK MPs make Commons solar power motion number one, the most supported in Parliament.  240 MPs spanning all major parties have now signed Early Day Motion number 689, in support of solar PV in the UK, making it the most popular Commons motion out of over 1,600 tabled to date in this Parliamentary session.  The weight of MP support for the motion reflects the views of 1000’s of individuals and 100’s of organisations signed up to the 'We Support Solar' campaign. Tabled by Colin Challen MP, Labour Chair of the All-party Commons climate change group, the motion welcomes the launch of the 'We Support Solar' campaign and calls on the Government to overturn its negative treatment of solar PV in the 2008 Renewable Energy Strategy consultation. 

11.6.09. 
Oil will peak because of peak demand, not availability of supplies, says Tony Hayward at the release of the 2009 BP Statistical Review of World Energy. Consumption of oil in the developed world fell by 1.6 per cent last year, the largest drop since 1982, and the decline is set to continue.  The review shows that in 2008, for the first time, total energy demand in poorer countries (including China and India) exceeded power and fuel consumption in wealthier nations (the Organisation for Economic Co-operation and Development, OECD).  “Our data confirms that the world has enough proved reserves . . . to meet the world’s needs for decades to come,” Mr Hayward said, adding that constraints on production were “human, not geological”. Will Whitehorn, chair of a UK industry task force on peak oil and energy security, calls the findings overoptimistic. He says: “Many of the reserves figures are overstated.” “Proved” reserves fell, for the first time (in BP’s view) since 1998: a drop of just 3 billion barrels, or 10% of global annual production.

$72 oil: the highest for seven months, as China’s net imports jump to a 14-month high and U.S. crude and gasoline stockpiles unexpectedly fall.

13.6.09
Peruvian police and army battle with indigenous people over access to oil, and associated logging. Several thousand Awajun and Wambis Indians, often armed only with bows and arrows and spears, are protesting. At least 50 Indians and nine police officers have been killed in the fighting after a roadblock was cleared by police armed with automatic weapons. Survival International describes the conflict as “Peru's Tiananmen Square.”

15.6.09.
The UK and Sweden are to co-operate in scuppering G8 plans for strict financial regulation. An EU draft directive would remove regulation of UK hedge funds to EU institutions, and the UK opposes it. 

In Iran protestors clash with police in biggest protests since the 1979 revolution.  Electoral fraud is suspected. 

Novartis says no to donation of vaccines to protect the poor against swine flu, and the first death occurs in the UK. 

16.6.09. 
German industrial giants sign up for Desertec supergrid project. Twenty big companies will pool their resources in a plan to generate solar electricity in Africa in CSP plants, and transport it to Europe. Led by Munich Re, and including RWE, EON, Siemens and Deutsche Bank, their plan is to “put concrete measures on the table” within 2-3 years. The full scheme, costing €400bn (£337bn), could be fuelling Europe within a decade, they say.
 The project could provide 15% of Europe’s electricity needs, and the projected cost is €555bn, according to another report, in which the head of the German Energy Agency (Dena) is quoted as saying the high-voltage grids from North Africa would be too expensive.

17.6.09. 
CCS will be paid for by a carbon levy, the UK government says. They expect it to rise to £8 pa, about 2% of bills, by 2020. DECC says it expects to support up to four pilot coal-fired power plants, with finance in place by next year and the first plant running by 2014. DECC believes CCS can create 30,000-60,000 British jobs by 2030.

The global recession is tracking the Great Depression, economic history is beginning to show. Two economic historians from the US and Ireland have summarized data, reviewed by Martin Wolf in the FT, that assumes the current recession to have begun in April 2008 and the Great Depression to June 1929. The two track closely. Global industrial output falls at exactly the same pace, but the collapse in the volume of world trade has been worse this time round: it took two years in the Depression for trade to the fall as far as it has in the first year of the current crisis. “Those sure we are at the beginning of a robust private sector-led recovery are almost certainly deluded,” Wolf concludes.

Three principles should guide financial reform, says George Soros. First, regulators need to accept that they are responsible for not allowing bubbles in markets to grow too big. They must be prepared to intervene. Second they must control the availability of credit, via minimum capital requirements and margin requirements, not just control the money supply. Third, the meaning of market risk has to be “reconceptualised.” “The efficient market hypothesis is unrealistic.” Regarding derivatives, it is not enough to tade them on regulated exchanges. Both their issuance and trading should be as regulated stocks are. Some, including CDSs, should not be traded at all.

UK government plan could impose CCS on existing coal plants, forcing closures, Ed Miliband announces. He is proposing to extend his CCS requirement by 2020 to 12 existing stations, including Drax. No final decision has been made, says a DECC spokesman.

Switzerland’s central bank says it is contemplating forced shrinking of banking groups. Last year the collective assets of UBS and Credit Suisse reached six times the Swiss GDP.

Larry Elliot slams US and UK for softly-softly approach to bank deregulation after the Chancellor summarises a “feather-duster” approach in his annual Mansion House speech. The banks that are too big to fail are even bigger than before. The UK and US governments have been recommending stronger self regulation plus in the US case regulation by the Fed (Note the Federal Reserve reflects the views of 12 regional reserve banks, all with boards elected by local banks). There is no new Glass Steagal act. The big banks could be taken into public ownership, broken up and returned to private sector. Or draconian capital requirements could be imposed on them.
 The Governor of the Bank of England gave a speech earlier in the week that was much stronger than the Chancellor’s, recommending that state guarantees be given only to “narrow” banks, and that strict capital requirements be imposed on “risky” banks.

Fred Goodwin agrees to give back a third of his £16.6m pension pot. He will keep a £2.7m lump sum and an inflation-protected annual annuity of more than £340,000. Unite says the gestures is “small”, and will not help the thousands of newly redundant RBS workers.

18.6.09. 
UK temperatures could reach 41C by 2080s, latest Met Office climate modeling suggests. The highest UK temperature recorded so far was 38.5C on 10 August 2003, in Kent. If emissions are unabated, temperatures in London could regularly top 40C and summer rainfall fall by a fifth by the 2050s. Chris Smith, chairman of the Environment Agency, says: “A failure to cut greenhouse gas emissions will lead to a battle for survival for mankind and many other species on this glove by the end of this century.”

Deutsche Bank puts up a 21m sign showing tonnage of atmospheric greenhouse gases in NY right by Penn station. Yesterday’s figure (of all gases, expressed as equivalent amounts of carbon dioxide): 3.64 trillion tonnes.

Bolivian government has yet to decide which multinational/s to partner with on lithium. And for their part, after the nationalization of the nation’s oil in 2006, the multinationals are wary about dealing with the Bolivian government. Half the world’s lithium may lie beneath Bolivia’s vast Salar de Uyuni salt flats. France’s Bollore Group, South Korea’s LG Group and Japan’s Sumitomo and Mitsubishi are in the frame.

19.6.09. 
HSBC calculates $346bn so far of pledged global economic-stimulus spend on climate-change technologies. Energy efficiency companies are benefiting more than renewables companies with more than 50% of the spend.
 

20.6.09. 
Corporate financiers warn against expectation of IPO revival. A trio of senior figures are quoted warning that any faltering of the current market rally will quickly blow prospects away. Says one: “It’s not what you know; it’s who you know. You need a well-known board or chairman to push through an IPO. Without that, you haven’t a hope.”

21.6.09.
Brown asks for an emergency plan to stop oil prices wrecking the recovery. The UK PM orders Treasury and Department of Business officials to prepare for a scenario where a rising oil price leads to a lending drought for UK companies. He will seek an international agreement to limit the price of oil, which is at nearly $72.

Former Saudi Aramco CEO says the idea of relying renewables is a pipe dream. Abdallah Jum’ah, who stepped down last year, told the Royal Academy of Engineering this week that renewables can only ever manage a minute proportion of world energy. The world has consumed only a trillion barrels of oil out of an estimated endowment of 15 trillion, he insists. Jeremy Leggett: “We believe this at our peril. Western economies allowed themselves to be duped by the investment banking industry, which massively overstated assets, and we cannot make the same mistake with the oil industry.”


2001-8 saw 1,750 leaks, breakdowns, or other safety ‘events’ at British nuclear plants, a report from the government’s chief nuclear inspector to the Health and Safety Executive (HSE) reveals. Mike Weightman’s Nuclear Installations Inspectorate (NII) report, obtained under the Freedom of Information Act, says about half were serious enough “to have had the potential to challenge a nuclear safety system.” The NII, charged with overseeing all such problems, has an acute staff shortage. It says it is 26 staff short of the 192 inspectors it needs to regulate all nuclear facilities. Its ratio of inspectors to plants is a third below the international average: lower than Mexico. The HSE for its part wants to create “exclusions” in its assessment of new reactor designs, in order to “streamline” the process.


Goldman Sachs tells its staff they can look forward to record bonuses in 2009 – the biggest in its 140 year history – after a spectacular first half. An investment banking analysts explains that this is primarily because banks like GS are intermediaries in the bond markets where governments and companies are both raising hundreds of billions of new money. The fact that their competitors have been thinned by the crisis is also helping.
 

Giant military companies are turning to renewables. In an interview at the Paris Air Show, Lockheed Martin’s CEO tells the Sunday Times that his company is looking for ways into to get into solar power, including use of radar expertise in the design of CSP mirrors. They are looking to use the kinds of advanced composites they use in military aircraft in the engineering of the pipes for an ocean thermal power pilot they are running in Hawaii, and are also working on more straightforward wave devices, and biomass. One biomass design is for a gasification plant the size of shipping container that can use military waste to make electricity. The report also says BAE Systems is showing interest in renewables: using its expertise to remove objections to wind-farm siting on the basis that turbines will interfere with radar.

22.6.09. 
RBS awards CEO a package that could top £15m: £1.2m in basic salary and much of the rest pegged to RBS share performance. So his short-term performance will be dependent on fund managers also still largely incentivised on short term performance.

Gordon Brown’s spending plans place UK in danger of a credit downgrade, Larry Elliot writes. Standard and Poor’s have already announced that the AAA rating is on negative watch (21st May, hardly noticed at the time because of the expenses fiasco). If he insists of fighting Tory cuts with increased public expenditure he is being both dishonest and foolish: dishonest, because his own plans involve real cuts; foolish because he may push the ratings agencies to downgrade, and that will make interest rates on government bonds leap. PWC’s chief economist figures that if the AAA rating is to be kept, the budget deficit as a proportion of GDP will have to be cut by 11% over three years, and 15% if health is protected. If such cuts are not made, this amounts to £1,600 per household of additional tax.

Campaigners for responsible investing report a boost as a result of the financial crisis. Signatories to the UN Principles for Responsible Investment – six principles promoting a longer term perspective and pursuit of sustainable policies – have risen fast. When the initiative was launched in 2006, 34 asset owners (mostly pension funds) and 27 investment managers were signed up. Now there are 177 asset owners and 254 investment managers.

Six protestors arrested as climate campaigners stop a Kingsnorth coal freighter unloading. Four remain in a stand-off with police, up a mast.

23.6.09.
IEA sees potential for oil supply crunch by 2014. This Reuters assessment differs from the FT’s portrayal. It could happen if global growth returns to 5% pa, IEA chief Nobuo Tanaka says. “If GDP only grows 3% we will probably see a postponing of the supply crunch until after 2014,” he adds.

Recession will cut 2009 oil industry investments by more than $100bn, the IEA Chief Economist says.  $100bn (21%) was the estimate in the IEA’s report just last month.

FSA chairman says he fears “exhaustion” may kill off much need overhaul of bank regulation. So Lord Turner tells the Treasury Select Committee. However, unlike the Governor of the BoE he doesn’t want to see the banks cut down in size fo de-merged into retail and investment arms, rather that they should be “taxed on size” by requiring the bigger banks to have stricter capital set-asides. The Treasury has also ruled out Glass-Steagall-type regulations.

Leading climate scientist warns that 34% by 2020 UK GHG target is “dangerously optimistic.” Kevin Anderson of the Tyndall centre says that the Climate Change Committee should have set 40% as the target cut from 1990 levels, because they hadn’t factored in food, deforestation, aviation, shipping, and the outsourced manufacture of goods for the west.
 

UK government unveils national electric car trials, with 340 vehicles from minis to vans being tested nationwide. 95% of all car journays are under 25 miles, and the smallest range on offer is 50-70 miles (Smart electric car). 
24.6.09. 
Opec and EU warn that regulation is needed to stop an oil bubble. After joint talks in Vienna, officials say that the financial sector is insufficiently well regulated to head off this prospect. The role of speculation, a persistent Opec concern, is not resolved.

Governor of the BoE hits out at Treasury’s weak plans for regulating the banks, and says there must be earlier effort to cut the “extraordinary” levels of government debt. His evidence to the House of Commons Treasury Select Committee shows clearly that there is poor communication between the three bodies responsible for regulation (Treasury, Bank and FSA), and dismays the Select Committee MPs. A senior banker says the three are “squabbling.”
 


As reforms run into the ground, the City seems to be on track for business-as-usual. Banks are hiring again, telling their staff they can expect a record year for bonuses. Barclays, Nomura and others are trying via headhunters to hire star staff away from other banks who can’t pay the bonuses. The International Swaps and Derivatives Association, and hedge funds, are lobbying hard against reform. As things stand it looks as though even the riskier activities may remain more or less as before.


The downturn is shrinking the ranks of the super-rich, a report by Merrill Lynch and Capgemini shows. Those with more than $30m to invest (the definition of super-rich) fell by 24% in 2008, to 78,000. High net-worth individuals (those with more than $1m ecxcluding homes) fell by 15%.


Gazprom does a $2.5bn gas deal with Nigeria, causing European concern. A joint venture with the Nigerian state oil company will explore for gas, develop domestic gas infrastructure, and construct a gas pipeline to the north of the country that could be the first leg of the much-discussed trans-Sahara pipeline to Europe. Nigeria’s president has drawn up a gas masterplan to use gas dmostically to counter chronic power shortages. Putin has been courting involvement, and Medvedev signs the deal today.

25.6.09.
Darling prepares a new Banking Act for later this year that will strengthen the FSA. Treasury insiders brief the FT that they don’t think the BoE did enough to warn of the present economic instability, and that HMG wants to hand that role over to the FSA. The Conservatives, in contrast, want to scale back the FASs’ authority and beef up the Bank.


New Philianthropy Capital report that giving is holding up despite the downturn. Others are more pessimistic. US data suggests that it takes 12-18 months for donations to charities to drop after an economic downturn, one consultancy points out.

26.6.09. 
Historic climate bill passes in the House of Representatives. Under it, US greenhouse gas emissions would be cut 17% from 2005 levels by 2020, and 83% by 2050, with power companies being required to generate 15% of their electricity from renewables. Now it has to pass in the Senate. The US oil and coal lobby has increased its lobbying budget 50% in an effort to kill off the bill.
 The vote was close: 219 to 212, and winning involved much compromise – especially on cap and trade (only 15% auctions). Greenpeace called on Congress to reject it.
 


Brown calls for £60bn from developed world to help developing world counter global warming, the funding to begin in 2013 and rise to $100bn a year by 2020. The GG77 are asking for 1% of GDP, however.


E.ON, RWE and Vattenfall will have to play carbon-trading catch-up in a big way through 2012. They were Europe’s three biggest carbon emitters in 2008, as reported under the European Emissions Trading Scheme. They had plenty of free carbon allowances in the first phase, but now face the highest shortage of allowances in the history of carbon trading.
 


Pioneering German CCS plant release CO2 after local opposition to storage. Vattenfall releases stored CO2 into the atmosphere at its Schwarze Pumpe plant. The company was supposed to transport captured CO2 350km by tanker for injection into a GdF gas field beginning March or April, but had no permit to inject the gas underground. Interim storage was becoming a heated issue. Public acceptance is also becoming an issue at two projects Vattenfall hopes to build in Germany and Denmark. Most environmental groups are supportive, but local groups are emerging as opponents.
 This was to be the first project to have all three stages of trapping, transporation and burial. Now Total’s 30 MW Lacq project in France will be the first.

27.6.09. 
Nuclear safety fears grow as the NII seconds 12 reviewers from firms pitching to build reactors. They come from Bechtel, CH2M Hill, and Amec. The NII hopes that the hires will get the review of designs back on schedule for mid 2011, and that any conflicts of interest can be dealt with in secondees’ contracts. Technical staff have also been hired from Areva, one of the two companies offering designs. The NII says they will not be allowed to work on the Areva designs.
 

Britain is being mocked by foreign governments and bankers relieved to have escaped the spotlight as a result of the expenses scandal. In Mozambique, Foreign Office minister Mark Malloch-Brown excised whole sections of a speech mentioning on corruption, fearing scorn. Iranian leaders talk of an enemy “corrupt to its core.” One long-term city executive tells the FT: “Who are these people to lecture us on values?”

Hedge-fund philanthropy proves surprisingly resilient in the downturn. TCI gives a whopping £495m, ($812m) for the fiscal 2008 year to the Children’s Investment Fund Foundation, under covenants established by founder Christopher Hohn-Cooper in 2003. A dinner for Absolute Return for Kids (ARK), the charitable vehicle of hedge-funder Arpad Busson, raised £15.6m in early June (down from the amazing £25.5m raised a year before, but still appreciable).
 

28.6.09. 
Net lending to business in April was negative, and showed its biggest fall in a decade. This despite interest rates close to zero, and quantitative easing. 

Labour nears the end of its time “too craven” to take on the abuses of the financial elite, yet having achieved little on the equality it claims to care so much about, writes William Keegan in the Observer. He quotes Gore Vidal, who says we have “socialism for the rich and capitalism for the rest.”
 


Banks are exploiting obscure law to raid accounts and recover debt. There has been a surge in cases where customers who miss payments on current accounts with banks including Barclays and Lloyds can find funds withdrawn from savings accounts without warning. In some cases, banks take funds from state payments, leaving people unable to buy food.

Debt agencies hired by banks act illegally and fail to check identities of their targets for bullying. So consumer groups and the Office of Fair Trading report. Debt collection agencies are chasing £20bn of the UK’s £1.4 trillion of consumer debt. Banks and credit card companies are selling debt on the agencies quickly trying to keep the nastiness of debt collection at arms length: £7bn in 2007, perhaps £10bn this year. They sell at about 10% of the face value. Agencies use the threat of credit blacklisting to intimidate people, knowing some will pay without even being told what the debt is for (despite asking). Citizens Advice is being swamped with calls. One in ten calls to the Samaritans is debt-related.

29.6.09. 
The threat of an oil supply crunch has receded with the recession, the IEA says, cutting its oil demand forecast by fully 3.3 mbd by 2013 from previous forecast. The agency foresees 0.6% growth of 540,000 bd from 2008 to 2014, meaning consumption increases from from 85.8 mbd to 89. The Opec cushion is now expected to reach 7.78 mbd, or 8%.
 


High Court action launched to force RBS to invest bailout funds in socially responsible vehicles meeting minimum green and human rights standards. The World Development Movement, Platform and People and Planet have taken the action, noting that RBS once marketed itself as “the oil and gas bank,” has long been one of the top lenders to the traditional energy business, and that the Treasury is in breach of its own policies in supporting it.

Recovery under threat from toxic assets still hidden in banks, the Bank of International Settlements warns. The BIS was one of the few organizations consistently to warn of the financial crisis in the build-up to it. Meanwhile, a CBI survey shows that bad debt increased in the second quarter at the fastest rate since the survey began in 1989. In the first half of this year, 32,000 jobs were lost in financial services. This compares to 34,000 over the whole of 2008.

French nuclear industry accused of trying to hijack new international renewables agency. At a planning meeting in Egypt, Germany is pitching to host the IRENA agency in Bonn, and Abu Dhabi to host it in Masdar. France supports Abu Dhabi, with whom it has a nuclear programme, and proposes one of its own civil servants as head of the agency. Insiders fear a hijack, where the agency would morph under French leadership into a low-carbon agency with nuclear included. More than 100 governments have now signed up for IRENA, including the UK. The US and China have yet to do so.
 

Wall Street Journal columnist says “the number of climate skeptics is swelling everywhere.” Senator Jim Inofe now counts 700 leading scientists who disagree with the IPCC etc etc.

Madoff sent to jail for 150 years, the maximum sentence. Cheers erupt in the Manhattan court house as the sentence is announced. The judge says he received not one letter of support for Madoff.

30.6.09. 
All oil companies except BP and China National Petroleum Co resist Iraq’s tough terms in the first big effort to get oil majors to sign up for projects. All other bids led to no deal. The BP/CNOC bid is to turn the 7.3 billion barrel South Rumaila field into the world’s second biggest producer: from about 1mbd today to 2.85 mbd within six years, but for a low profit margin at $2 per extra barrel produced. The government still has no oil law in place, a disincentive to companies.

1.7.09. 
Carbon Trust advises UK government to focus renewables effort on offshore wind and wave power. The governments should “choose winners” and these two industries could generate 250,000 jobs and £70bn revenue by 2050, while achieving 15% of the total carbon savings required. The Trust envisages the UK having 45% of the global offshore wind market.


British Gas announces it will create 2,600 green jobs in the next three years by rolling out smart meters and domestic wind turbines. They expect around 25% energy savings from the meters, based on anecdotal evidence, and owners will be able to sell any solar electricity they generate more easily.


Global stock markets have their best growth quarter for 20 years. The FTSE All-World Developed Market Index has grown 21% since the end of March.

ExxonMobil still gave hundreds of thousands to climate-denier groups in 2008, including the Heritage Foundation, despite promises to shareholders not to.


More than an Exxon Valdez of oil has been spilt on the Niger delta every year for 50 years on average, Amnesty International estimates. That is 9-13m barrels. Much of it comes from Shell operations.


The US can grow enough agricultural residues for “grassoline” sufficient to replace half gasoline consumption or thereabouts. Second-generation biofuels – those using the indeible parts of plants – are becoming known as grassoline. Source materials will include agricultural residues such as corn stalks, weed-like energy crops and wood waste.
 (L)


Scientific American advocates the “cap-and-dividend” mechanism of carbon emissions reductions after the “regrettable” concession by the Obama Administration on a 100 percent auction of emissions permits. The advantages are that the cap would apply to fewer than 3,000 upstream producers (petroleum refiners, coal mines, domestic gas processors) and imports, which come in only at a few locations. The proceeds of the permit auction among the 3,000 entities would go direct to the citizens to invest, not to “pork barrel” energy projects.

2.7.09.
BP makes successful bid for contract to rehabilitate Iraq’s second biggest oilfield, Rumaila, as one by one all other companies hold back from bidding for contracts elsewhere in the country because of the Iraqi government’s harsh demands. The auctions marked the first opportunity for western oil companies to get back into Iraq for 30 years. Partnering with Chinese company CNPC, BP gets just $2 per extra  barrel produced.

3.7.09.
Abu Dhabi beats Germany to host IRENA. And a French civil servant (Helene Pelosse) will be the agency boss. The US, Japan and Australia all signed at the last minute, meaning there are now 129 signatories.


France forced to import UK electricity as heatwave shuts a third of its reactors (c20 GW of 63GW total nuclear). EDF’s stations are generating their lowest level of electricity for 6 years. 14 of France’s 19 nuclear power plants are inland, and the law does not allow them to discharge water more than 24C into waterways.
 

India says it will not cut emissions even modestly. Environment Minister Jairam Ramesh says “India will not accept any emission-reduction target, period. This is a non-negotiable stance.” The reason he gives: “because poverty eradication and social and economic development are the first and over-riding priorities.”

Climate change protestors who hijacked Drax coal train convicted of obstruction but will be sentenced to community service, not jail. The judge did not allow them to justify their actions on grounds of imminent threat from global warming.

Oil price was pushed to $73 by a rogue trade at the world’s biggest oil brokerage, PVM Oil Associates. And the culprit’s manager wrote a bullish note about rising prices only hours before the £10m trade was announced.

5.7.09. 
Private equity firms own four of the most aggressive UK debt collection agencies, an Observer investigation reveals. A fifth is owned by a hedge fund and two banks, one of them HBOS. 1st Credit is the biggest agency, owned by Bridgepoint. It has been subject of sanctions from the Office of Fair Trading.


Nomura Research Institute chief economist says west is misunderstanding effects of recession on businesses, and should spend and borrow far more than anyone in America and Europe is contemplating, worrying about debt later. Richard Koo has analysed Japan’s credit crunch, when Japan suffered a $15tn collapse in asset and share prices, equal to around 3 years of GDP. Companies swung rapidly from profit maximisers to debt minimisers, and this deepened the downturn. The UK’s collapse is £2tn, so far, equal to 18 months of GDP, and companies are becoming debt minimisers en masse.  Will Hutton argues that get capital moving new banks will be needed, and old ones broken up.
 

6.7.09. 
Suntech lands a $1.2bn contract to build a 500 MW array in Sichuan province. This less than a month after it began developing another 500 MW project in Qingahi, in the northwest. The Chinese domestic market seems to be on the move.

7.7.09.
Commodity Futures Trading Commission will hold hearings on potential US curbs on trading of oil, gas and other commodities: i.e. reining in speculators by setting limits. The traders are predictably unimpressed. One says: “People forget you need the speculator to take the other side of producers trade – if you have a producer who needs to hedge then you need a speculator.”

T Boone Pickens drops his giant Texan wind plan, put off by credit issues and low gas prices. Instead the former oilman will invest in smaller wind projects in the Midwest and Canada. Tight credit markets killed his ability to finance his own electrici transmission lines to the Texas grid.

8.7.09.
Darling rules out radical changes in City regulation: no cap on pay, no break-up of institutions. This in a White Paper that the British Bankers Association welcomes, saying that now bankers won’t be forced abroad. The financial services sector has paid £250bn in taxes in the last nine years.
 Will Hutton points out that in 2007, the amount of bank lending underwritten by share capital was a crazy 2%. The Swiss now think that ratio should be 16% minimum, the Americans favour 15%. Meanwhile the British are not even saying what they favour, merely that it should be more.
 

Oil & Gas UK warns that UK faces an energy crunch as exploration falls in North Sea. A report shows exploration dropping 57% in the first half of 2009. It fell to £4.8bn last year, down £1.2bn on the previous two years, and could drop to £3bn next year, where £5bn is needed. Domestic reserves still contribute around two thirds of UK primary energy. 37bn barrels could be extracted, the industry believes. On this showing it will nearer 11 bn barrels.

At the G8 Summit, leaders should debate a new growth model, writes the FT’S Chris Giles. The recovery continues: major equity markets have grown 25-35% in the last quarter, corporate bond issuance in the US this first half has exceeded last year’s, and so on. But if this continues, Flood argues, it will be unwise to simply go back to the system as it was. Governments should “ensure that unbalanced growth does not lead to another crisis.” They should follow the Bank for International Settlements’ advice, in its recent annual report, that true economic recovery “means moving away from leverage-led growth in industrialized economies and export-led growth in emerging market economies.”
 

Wind could meet one third UK electricity by 2020 without conventional plants on standby, a study by energy expert David Milborrow for FoE and Greenpeace suggests. The cost of coping with this variability would be £2 per £100 of energy bills.

UK’s MI5 intelligence service was complicit in torture, growing evidence shows. Conservative MP David Davis uses Parliamentary Priviledge to unveil one episode of brutal mistreatment that newspapers had been banned from covering. Interrogation of the man concerned was effectively outsourced to the Pakistani intelligence service. Says one lawyer studying the evidence: “we live in the most secretive of democracies, which has developed structures for hiding its misdeeds.”


G20 police were authorsed to use force minutes before Paul Wilkinson was killed. The O’Connor report (an internal report, by a police inspector) reveals systematic failures in the Met’s operations, including this one.

9.7.09. 
At the G8 summit in Italy, 17 key countries fail to set global climate target. India and China join the US in aspiring to 2C cap to global average temperature rise, agreeing to try and keep world temperatures from rising by more than 2C on pre-industrial levels. It is the first time India, China and the US have agreed to this. But Brazil, India, China, Mexico and South Africa will not agree a global target of 50% by 2050, to build on the G8 target of 80% cuts by 2050 (agreed yesterday, for the first time, but without interim targets because of Obama’s difficulty of getting a climate bill through Congress). Ban Ki-moon, UN Secretary General, criticises all concerned. Obama cautions against cynicism.


Intergovernmental agreement to be signed between Nabuco pipeline backers. Turkey’s obstruction over security of supply has been circumvented by agreeing that gas can flow both ways in the pipeline, and other ways to give them the security of supply they want. The agreement will be signed in Ankara on 13th. But the business case for the €8bn project, earliest possible start-date 2013 (construction beginning next year), remains tenuous. Only Azerbaijan can definitely supply gas from the start.

10.7.09.
E.On buys French solar array developer SCE, builder of its first solar PV farm near Le Lauzet. This soon after cutting the ribbon on its first PV manufacturing plant, 40MW of amorphous thin film near Magdeburg, Germany, jointly built with German BIPV company Schuco. E.On intends to spend €8bn on renewables assets between 2007 and 2011.

Whitehall hates solar panels because they give others the power to take decisions, writes Geoffrey Lean. Politicians like to “think big.” So do civil servants, who like to think they know best. But they don’t. They sanctioned the £1bn mixed oxide plant at Sellafield, for example. It was supposed to prodice 120 tons of nuclear fuel a year. It managed 6.3 tons between its opening in 2001 and April 2009.

12.7.09. 
Neighbours kill neighbours over water in Bhopal as drought hits city. Monsoon rains are 43% below average across northern India. In Bhopal, which calls itself the City of Lakes, lakes are shriveling and stealing from holes in water pipes has become a deadly business. 100,000 rely on water tankers, and fighting breaks out when they arrive.


CBI urges UK government to shift away from wind to nuclear power, and to rein in its ambitions on the proportion of renewables in the energy mix generally.  Deputy DG John Cridland says the government is aiming too high on wind.
 EDF is on the CBI’s energy committee, Terry Macalister reports in Recharge.


“Hedge funds cannot be allowed to peddle the fiction that they had no role in the current financial crisis,” says Will Hutton. In July 2007, hedge funds in New York and London had around $2 trillion under management, of which up to 1.75bn was borrowed. It was the collapse of hedge funds (at Bear Stearns and BNP Paribas) in July and August 2007 that triggered the seizure of the interbank lending markets. Hedge fund borrowing needs to be capped, he argues. Yes, hedge funders pay tax, but they also incur risk.
 

13.7.09. 
Nabucco pipeline agreement signed by Turkey, Bulgaria, Romania Hungary and Austria. It won’t be ready before 2015, has a planned capacity (31 bcm a year) that could only supply 5-10% of European demand, and doubts remain as a consequence of Russia’s intent to buy up gas in the intended supply countries in the Caspian region, and its own plan for a souther pipeline to Europe (South Stream). Turkemenistan said last week that it would supply Nabucco.

15.7.09. 
UK Government publishes white paper on a wide-ranging plan for creating a low-carbon Britain. This would include the Department of Climate Change and Energy (DECC) seizing control of the grid so as to favour connection of renewables. En route to 34% greenhouse-gas reductions on 1990 levels by 2020 (18% on 2008 levels), 40% of UK electricity would come from renewables and nuclear, more than 30% from renewables (up from 5.5%), 29% from large-scale generation (wind and tidal), but just 2% from all renewable microgeneration (Later note: 0.5% from PV). 12% of heat would come from renewables, and 10% of road fuel from biofuels. No energy bill rises would happen before 2015, and by 2020 the add-on to bills would be an average of only 6%, or £75 a year. £3.2bn will be invested by energy companies to improve energy efficiency in homes.
 (L)
UK Government proposes feed-in rates that are too low to attract serious investment in solar, or so I argue in debate with Energy Minister Lord Hunt, the energy minister, re proposed UK feed-in tariff rates on BBC's The World Tonight. Proposed rates are 36.5p per kWh generation plus a 5p per kWh export tariff for small residential, 26p +5p for installations over 100 kW. Hermann Scheer, father of the German feed-in tariff agrees. Lord Hunt argues not, but emphasises that this is a consultation, and decisions will come later - prior to the April 2010 introduction of the tariff. Also discussed: are nuclear advocates in the Civil Service on a renewables go-slow? I fear so, Lord Hunt says not.

Spending cuts not the way to fight the slump, says former BoE Monetary Policy Committee member. David Blanchflower warns that Brown and Cameron can turn recession into depression if they cut public spending. The UK has lost 430,000 jobs since the peak of employment in April 2008, which with hindsight was the onset of the recession, he says. Voters want jobs and quantitative easing should be expanded.

16.7.09. 
Walker Review on bank corporate governance would bring much change to boardrooms. A key recommendation is that the salaries of thousands of the high earners should be declared openly. Bonuses should be staggered over five years, to cut risk. Fund managers should use their powers as shareholders and actively engage. The Boards should set up risk committees, separate from audit committees. Chairmen should chair only the bank, and spend two thirds of their time in the role ….and know something about banking. Sir David Walker, ex IMF and Treasury, was a past chairman of Morgan Stanley.
 


Bankers hit back at Walker Review, deeming the proposals bureaucratic and populist. As one says: “risk should be managed by executives hour to hour, not by non-executives month to month.” The CEO of investment bank says: “It is fundamentally wrong to whip up this hatred of bankers.” Meanwhile, the BBA welcome the majority of the proposals.

19.7.09. 
Renewables industry investors criticise UK low-carbon plan as short on investment pulling power. The government envisages £150bn of investment will be needed over the next 20 years: £7.5bn a year. New Energy Finance calls the white paper “old wine in new bottles.” They point out that investment in renewables fell from £6.8bn in 2007 to £4.5bn in 2008. Tom Murley echoes this. JL on the solar feed-in tariff rates proposed: “It might stimulate the market but it’s not going to push it toward the explosive growth rates seen in countries like Germany.”


The Vestas Blades factory in Newport, Isle of Wight, is due to close at the end of the month. It has become the symbol of UK renewables sector that is “dangerously becalmed,” the Observer reports.


More evidence bankers have learned nothing as ex-Lehman traders are offered huge bonuses for taking huge profits trading government debt, derivatives and foreign exchange. The bond markets are very profitable now, as governments raise debt to cover stimulus programmes. Profitable hedging deals are also on the up, as institutions help companies hedge on currency and commodities, especially oil. Meanwhile Barclays, who bought Lehman, have closed their final salary scheme, and Lehman creditors are fighting in the US courts for reimbursement of money that was owed when the bank went bust.

20.7.09.
Nissan pledges to invest £200m in a battery plant for zero-emission cars in NE England. The UK government names the NE as its second green industrial hub (after the SW, for marine renewables).


FSA warns 40 banking CEOs that use of long-term bonus contracts risks infringement of new remuneration code. This is the toughest action yet the City, on the same day the Tories say they want to scrap the FSA and hand all power to the BoE, including – as Vince Cale puts it – regulation of the the Little Tidbury Building Society.

21.7.09.
Workers occupy UK wind turbine plant in protest at its closure. They want the government to nationalise the plant and save over 600 jobs. Vestas the owner, despite a 59% growth in sales globally in the last quarter, is deeply disillusioned with the prospects for wind in the UK. 


Economics is in crisis, says Economics professor. Paul de Grauwe of the University of Leuven writes in the FT that macroeconomics is in deep trouble, with two warring camps over how to treat large governmental deficits: Keynsians and Ricardians. The discipline needs a complete revamp, from a starting place recognising that people do not have a deep understanding of the world in which they live because of inate human cognitive limitations, and that there is such a thing as “the madness of crowds.” Before the crash, most macroeconomists assumed that individual economic agents had rational expactations, and that all together would act in the same rational, efficient, way. “Rarely has such a ludicrous idea been taken so seriously by so many academics.”

22.7.09.
Islamic, Jewish and Christian leaders launch campaign to restrict usury. London Citizens, an organisation including trade unions, voluntary organisations and religious groups, seeks a law to cap interest at 8%, and today will march on RBS to start the campaign. They point out that ancient Rome capped interest at just over 8% in a rule that lasted 1,000 years.


Cadbury takes fair trade to a new level with Dairy Milk, the UK’s most popular chocalet bar. meanwhile, at Sainsburys all bananas are fair trade, and Tate and Lyle plans for all its products to be fair trade by year end.


Biggest single point source of CO2 in Europe is the Polish Belcha coal plant: 30m tonnes a year. 50 more giant coal plants are planned across Europe, totalling around 50 GW (the UK total is 70) showing the EU emissions trading scheme is not working. Belcha is currently 4.4 GW but will increase to 5.2 GW next year. It burns brown coal from its own mine, and won’t have a CCS system until 2015 at the earliest.


Official review criticises police for disproportionate use, and poor understanding of, their powers at the Kingsnorth power station protests last August. In particular, they used stop-and-search, and sleep deprivation techniques, in an indiscrimatory way.  Journalists were placed under surveillance by police, who also mistreated and held two women for four days for attempting to photograph an officer who had covered his badge.

23.7.09.
New coalition emerges to protest at the closure of the wind-turbine manufacturing plant on the Isle of Wight. Environment groups and trades unions unite in a new political development. Normally the two sides find themselves opposed.

24.7.09.
Analyst forecasts massive PV sales drop in 2009. Paul Mints of Navigant Consulting sees a fall of around a third this year, to 3.8 GW, the first fall for 35 years. The collapse of the Spanish market is the main reason. This would mean that only arounf a third of the c. 11 GW manufacturing capacity around the world would be in use, she says. 2 GW of inventory compounds the problem. She expects an average module price of $2.25 -$2.30 by year end., compared to $3 in 2008, and no return of growth until 2011.


Abengoa will have two hybrid gas-solar plants in Morocco and Algeria online by early next year: potentially the beginning of Desertec. The Moroccan plant is 470 MW of which 20 is solar parabolic troughs. The Algerian plant will be 150 MW, 20 of them solar. Other plans for pure solar plants are afoot. Desertec envisages 20GW by 2050 though, and that would require wholsesale reconstruction of the transmission network.

26.7.09.
NOAA’s ability to monitor climate change “at great risk” just as declassified military satellite photos show massive Arctic ice loss. The 1m resolution photos show more than a million sq km of sea ice missing in the summer of 2007 compared to 2006. 2008 was almost as bad, and this year looks being so too. Scientists fear runaway heating as less heat is reflected by the dark sea. NOAA head Prof Jane Lubchenco says replacement of America’s aging satellite fleet threatens continuing monitoring. In February a satellite that would have monitored CO2 emissions for the first time crashed.
 


Hundreds evacuated as wildfires sweep Mediterranean coasts in pockets from Spain to Greece. Spain is the hardest hit. Thousands of firefighters are working round the clock. Pine forests are tinder dry after a hot spell.
 


Credit card debt defaults are rising in Europe, as in America, IMF warns. It expects fully 14% of the US $1.9 trillion (sic) consumer to turn toxic and about 7% of the $2.4tn. US banks have already lost billions as unemployment bites.
 

27.7.09.
Ed Miliband releases £1bn in loans for wind companies from state-funded banks RBS and HBOS, including a contribution from the EIB. Meanwhile, Greenpeace figures show Tory councils block more than three onshore wind farms for every one approved. Vestas says it is closing the manufacturing plant on the Isle of Wight because of “faceless nimbies” who block wind farms. Labour councils approve marginally more than they reject.

28.7.09. 
World will warm faster than predicted in next five years as solar factor kicks in, a study by scientists from Nasa and the US Naval Research Laboratory concludes. It is the first study to consider four impacts on global temperature together: humanity’s emissions such as CO2 and aerosols, solar insolation variations, volcanic activity and the El Nino. The relative stability in global average temperature for the last seven years has been because solar insolation has been low in the 11 year cycle solar cycle, plus an absence of El Ninos, together masking the warming from rising CO2. As the solar activity picks up, so the temperatures will rise at up to 150% of the rate predicted in the most recent IPCC report.

US invested 20 times more developing military technology than clean energy technology in 2008. A new Institute of Policy Studies report pulls together the complex budgetary data needed to tally this up, and also shows that the US also spent 50 times as much arming the rest of the world as it did helping other countries transition to clean energy. The US government, in all, spent $88 in 2008 on funding the military for every $1 spent on projects to stabilize the climate. The report further argues that $1 billion spent on weapons manufacture creates 8,555 jobs, in mass transit creates 19,795 jobs, or in infrastructure and home weatherization creates 12,804 jobs.

Greenpeace study, saying world is close to peak oil demand, suggests oil giants may be doomed. Structural low-energy changes are at work, and Chinese demand may not be the engine of demand growth that many assume, the report by Lorne Stockman says. Peter Hughes, ex BP and BG now director for global energy at Arthur D. Little, agrees. He predicts peak demand by the middle of the next decade. Greenpeace also points out that a high oil price is unsustainable, citing CERA research suggesting that economies become restricted between $100 and $120 a barrel, causing a cyclical price fall. Douglas-Westwood, the energy consultants, put this “recession threshold” even lower at $80. The Saudis, the IMF and others of course disagree, worrying as they do about underinvestment.

India will soon unveil a 20GW by 2020 solar target as part of their climate plan, a $19bn investment aiming to set up a whole new domestic industry, according to a draft of the plan obtained by Reuters. The target would be an eighth of the current national installed power base.

Mandelson puts £150m towards new manufacturing: most goes to Rolls Royce for greener aircraft engines. 800 new jobs will result. “A small number of jobs in white elephant industries,” says Andrew Simms. Mandelson also admits Labour put too much faith in the financial sector for its tax income. More than a million manufacturing jobs have gone since 1997.

29.7.09. 
McKinsey Global Institute warns that a 1970s-type oil shock could follow the current recovery. Scott Nyquist, a McKinsey Director, writing in Business Week: “unless business leaders and policymakers act decisively on both oil supply and demand, there is a risk that a second oil shock could follow economic recovery—indeed, one that could be lengthier than the second price spike that hit the world economy in the 1970s.” MGI says there is much governments could do to abate risk. They calculate that “investments to increase energy productivity that offer investors a return of 10% or more could reduce global oil demand by as much as 10% by 2020, or between 6 million and 11 million barrels per day—the amount required to keep demand and supply in balance.” But “it may already be too late to avert a second oil shock that could develop as early as 2010, depending on how quickly the global economy recovers.”

Efficiency drive could cut US emissions 23% by 2020 at a cost of $520bn, saving $1.2 trillion on energy bills through 2020 a new McKinsey
 study suggests. 40% of this would come from industrial buildings, 35% from homes, and 25% from commercial buildings. The $52bn a year is 4-5 times what the US currently spends on energy efficiency. The conomic stumulus package contains barely $10-15bn. NRDC says much deeper cuts are feasible, because the study excludes behaviour change and other factors.

RSPB reverses decision not to oppose Europe’s largest onshore windfarm, on Shetland. The 150 turbine plan is now another in grave danger in the UK. The 550MW farm would add almost 20% to existing UK onshore capacity, and 20% of Scotland’s electricity (not to mention £37m a year to the Shetlands) A smaller farm does not allow the £300m interconnector to pay for itself. The government targets 10,000 new turbines across the UK by 2020 (6,000 onshore, 4,000 offshore). 3,614 (9.7 GW) are waiting for planning; 2,030 have consent (6.2 GW), 3,277 are operating or under construction (6.3 GW).

Trust in business seems to have partly recovered, but opinion is building aginst the status quo, a mid-year survey by Edelman’s suggests. In the US, UK, France, Germany, China and India 52 % of respondents said they trust business, up from 46% in the depths of the crisis of confidence at the time of the World Economic Summit, and only 2% behind the 2008 position. Only in Britain is there a downturn in trust in business. Richard Edelman, the group’s chief executive, says: “We used to believe there was an inverse correlation between trust in business and trust in government. Now we believe that trust in business relies on trust in government. It’s looking like the world is following more of a China and India model.” However, of the 6 major economies, only in China do people say that government and business are doing enough. The survey suggests widespread acceptance that a stakeholder society is best, Edelman’s concludes. Shareholders come third behind customers and employees in the public’s order of priorities. Neil Flieger, Edelman’s general manager of public affairs, says: “One interesting thing I saw is that people ascribe a higher level of trust to those actions that appear to be against the norm and game-changing…. This is not about re-tooling and getting back to basics.” 

30.7.09. Global warming impacts push up UK insurance prices. Flash floods and storms are affecting areas previously immune. Buildings insurance has gone up 10% in the last year.

£2.3bn is drained from UK building societies in a month as people mine their savings. This is the biggest monthly fall in more than half a century.

30.7.09. 
TARP banks payout billions in bonuses. Most egregiously, Citigroup and Merrill Lynch, which lost $55bn in 2008, paid 1,400 employees bonuses of $1m or more. Morgan Stanley earned $1.7bn and paid out $4.5bn in bonuses, having been given $10bn in TARP rescue funds (paid back in June 2009). The NY Attorney-General Andrew Cuomo observes that there is no rhyme or reason for this. Compansation has become completely disconnected from performance.
 
UK regulator summons UK oil players to discuss price volatility and speculation. It is unlikely that the FSA is contemplating regulation like the CSFC is, however.
 The IEA warned last month that the amount of money in commodity funds quadrupled from $75bn (£45.4bn) in January 2006 to almost $300bn by July 2008, with much of this in crude.

New Shell CEO announces “substantial” additional cuts as quarterly profits fall 70%. This on top of a 20% cull of top management over the last few weeks.

BG’s profits soar 80%, but they may raise prices anyway this winter, parent company Centrica say, because they fear another Russia/Ukraine dispute. Ukraine may not have been stockpiling enough gas to service Europe.
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“For the last fifteen years Russia has done practically nothing to reproduce its mineral wealth, but has been scattering the inheritance it received from the previous generations.”





RAI Novosti 


Russian newspaper


February 2008





“As long as the music is playing, you’ve got to get up and dance. We’re still dancing.”





Chuck Prince, 


CEO, Citigroup


July 2007 








“Given the long lead times of at least 5-10 years from discovery to production, an oil crisis is coming and sooner than most people think. Unfortunately, we are behaving in ways that suggest we do not know there is a serious problem.”





John Hess


CEO, Hess Energy


February 2008





“We are on the brink of a new energy order…. We should not cling to crude down to the last drop – we should leave oil before it leaves us.”


 


Fathi Birol


Chief Economist, IEA


February 2008 





“I keep no secret from you that, when there were some new finds, I told them ‘No, leave it in the ground, with grace from god, our children need it’.”





King Abdullah 


of Saudi Arabia


April 2008





“It has become clear that there is a strong connection between our willingness to diversify our energy sources and our ability to grow the economy sustaniably.”





Ken Jones, CEO, Bank of America


June 2008 





“My own feeling is that if we did get to a 4 degree rise it is quite likely we would begin to see a runaway increase.”


Prof David King, former UK government chief scientific advisor, August 2008





“Who is going to go after the reckless individuals responsible for this financial catastrophe? Apparently no one.”


Nick Leeson    Rogue Trader     September 2008





“I made a mistake in presuming the self interest of (banks) was such that they were capable of protecting their shareholders.” 





Alan Greenspan


Former Chairman Federal Reserve


October 2008





“In budget after budget I want us to do even more to encourage the risk takers.”





Gordon Brown


2004





“For the sake of our security, our economy, our jobs and planet, the age of oil must come to an end.”





 Barak Obama


2007
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