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Bad takes abound
from both those who
believe ‘everything
must change’
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Is Covid-19 the Silver Bullet For a
Stable Climate?

We always knew that climate change was going to be painful...
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The air over China before and after the country went into lockdown in an attempt to contain the Covid-19

Coronavirus.


https://medium.com/age-of-awareness/is-covid-19-the-silver-bullet-for-a-stable-climate-b96af11f4dfb

Covid-19 is like nature reasserting itself, turning on a switch that says
enough is enough...

Thisis something that the climate movement was never able to achieve — at
an individual level, everyone feeling the urgency to changetheir ways.

Something has happened in the last two months that changes everything. A tiny
virus has landed right in the middle of our green business fantasy — the one where
a smooth transition to a sustainable economy is well within our grasp. Where we
just need to make more eco-friendly purchases and force companies to meet that
“‘green demand”...along with a few small behavioural changes like carrying a
reusable coffee mug, riding a bike to work or going vegan.

Well that dream is coming to an end — this virus is about to shed light on a failed
strategy that has persisted for far too long. Could this be the trigger that we've
needed that will finally force us to get our emissions under control? Time will tell but
as of now, as tragic as it is, this horrible virus seems to be the best chance we have
to avert a climate disaster.

We have a big problem and it's not emissions. It's not plastic, it's not deforestation,
it's not species and biodiversity loss — it's the way we’ve chosen to run our society,
to conduct business and to measure progress. Maybe ignoring biodiversity loss,
ecosystem health and general human
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And from those
who believe
‘nothing must
change’

The luxury of apocalypticism

The elites want us to panic about Covid-19 — we must absolutely refuse to do so.

Share oooo ‘ LLslsl[el BREXIT | POLITICS | SCIENCE & TECH m WORLD

People’s refusal to panic has been a great source of frustration for the

establishment in recent years. “The planet is burning’, they lie, in
BRENDAN O'NEILL

EDITOR relation to climate change, and yet we do not weep or wail or even
17th March 2020 pay very much attention. ‘I want you to panic’, instructs the newest
I

PRIVACY TERMS CONTACT

of us refuse to do so. A No Deal Brexit would unleash economic

mayhem, racist pogroms and even a pandemic of super-gonorrhoea,
they squealed, incessantly, like millenarian preachers balking at the
UNIVERSITY OF imminent arrival of the lightning bolt of final judgement, and yet we

CAMBRIDGE
Judge Business School didn’t flinch. We went to work. We went home. We still supported s

Brexit.


https://www.spiked-online.com/2020/03/17/the-luxury-of-apocalypticism/

There are some more thoughtful takes that raise serious
concerns over the impacts on our economies, our priorities and
what a post-pandemic economy and polity looks like

As the virus spreads and the economic downturn deepens, people
will, rightfully, focus primarily on the immediate dangers: their
health and that of friends and family; the likelihood of losing work;
and the plunge In their retirement savings and home values.
Enhancing global cooperation and combating distant climate
dangers just aren’'t going to take priority for some time.

The question, of course, is what happens as the pandemic
recedes. In theory, this presents a new opportunity to get climate
progress back on track. Stimulus packages designed to kick-start
economic growth could include funding and policies to accelerate
clean energy and climate adaptation projects, for example. The
world will certainly be better equipped to face both pandemics and
climate catastrophes if nations choose to more readily share
resources, expertise, and information.

James Temple, The Unholy Alliance of COVID-19, Nationalism, and Climate

Change, Technology Review April 2020
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https://www.theatlantic.com/ideas/archive/2020/03/breaking-china-exactly-wrong-answer/608911/?utm_campaign=the-atlantic&utm_medium=social&utm_source=twitter&utm_content=edit-promo&utm_term=2020-03-28T11%3A15%3A57
https://www.technologyreview.com/2020/04/10/998969/the-unholy-alliance-of-covid-19-nationalism-and-climate-change/

Demand shocks

The largest immediate impact comes directly from policy measures enacted by
the form of quarantine and the shutdown of economic activity.

Data from Chinese Big 6 shows average daily power generation dropped by 40% in
Feb 2020 followed by dramatic drops in Iltaly, Spain, France and more recently the UK

Consumption patterns have also changed - residential demand up whereas commercial
and industrial demand collapsed and load dispatch curves have flattened, making
them more similar to weekends. (McWilliamsand Zachmann, 2020).

Renewable energy with zero marginal cost can be at a relative advantage relative to
fossil fuels in this fuel mix, e.g. coal down but solar contribution has slightly increased.
Because of the intermittency and supply swings from VRE, natural gas seems to be
selected as a key provider of needed storage and flexibility to bring over-supplied
power markets back into balance.

We have also seen dramatic declines in petrol demand driven by all modes of transport
collapsing for an extended period.

Demand shocks of such scale are likely to imply not just temporary shifts but
also a permanent reduction in demand due to bankruptcies among commercial
and industrial users, worsening position of electric utilities
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First, Chinese demand for coal for power collapses

Daily coal consumption at six major power firms

Coal consumption, tens of thousands of tonnes
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Then electricity in Europe...
Daily Electricity Consumption relative to 2019
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https://www.bruegel.org/2020/03/covid-19-crisis-electricity-demand-as-a-real-time-indicator/

Electricity consumption relative to 2019 (April 9th)

w

B E UNIVERSITYOF 70 75 80 85 90 95 100 105

¥ CAMBRIDGE
Judge Business School

McWilliams and Zachmann (2020



https://www.bruegel.org/2020/03/covid-19-crisis-electricity-demand-as-a-real-time-indicator/
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Largest impact often seen in mornings (UK data)

ESO % change in demand relative to pre-Covid expectation
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Transport Use Change

Transport use in Graat Britain has dacreased since the imposition of seclal distancing rules
The percentage change in the use of all motor vehicles, National Rail, the London Underground (TFL), and bus travel (TfL)
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https://www.google.com/covid19/mobility/

Largest impact on gasoline demand
In modern history

U.S. Gasoline Demand Collapses
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. .and air travel

COVID-19's Impact On
Flight Departures

Number of departing flights tracked at selected airports
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A temporary v-shaped dip?

Figure 1: Coronavirus set to cause unprecedented fall in oil demand
Global oil demand by month 2005-20, mb/d
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== univirsiryor B. Sharafedin, S. Nasralla (2020) Oil industry may fill global storage
e omd in months as record glut builds, Reuters, 18 March
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https://www.reuters.com/article/uk-health-coronavirus-oil-surplus/oil-industry-may-fill-global-storage-in-months-as-record-glut-builds-idUKKBN2152X9

or more fundamental Demand Destruction?

B Change in oil demand for April - y/y

-16.7M barrels a day EIA

-24.0 FGE

-27.0 Rystad Energy

-35.0 Trafigura
C. Sell, How the Pandemic Wiped
Out Oil Demand Around the World, -29.0 IEA
Bloomberg, 9 April 2020 (May -26)
+IEA, OMR, April 2020 Source: EIA, company data Bloomberg
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https://www.bloomberg.com/news/articles/2020-04-09/how-the-pandemic-wiped-out-oil-demand-around-the-world
https://www.iea.org/reports/oil-market-report-april-2020

- The coronavirus crisis is affecting a wide range of energy markets—
Global Oil including coal, gas and renewables—nbut its impact on oil markets is
Demand Growth particularly severe because itis stopping people and goods from

moving around, dealing a heavy blow to demand for transport fuels.
2011-2025 This is especially true in China, the largest energy consumer in the

world, which accounted for more than 80% of global oil demand

growth last year. While the repercussions of the virus are spreading

to other parts of the world, what happens in China will have major

implications for global energy and oil markets.

—Dr Fatih Birol, IEA Executive Director
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Long-brewing Supply Shocks:
OPEC PLUS PLUS
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Oil breakeven price for different producers

Oil Breakeven Price Across World's Largest Producers
2020
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https://www.breakthroughfuel.com/blog/market-impacts-covid-19-second-update/

“Projected impact on US oil production
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Market signals of default risk rising for shale oil producers
Market Signal Probability of Default YTD (%)
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Brent Crude Price 10 Jan-10 Apr 2020
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Sectoral performance in 2020

20

S&P 500 SECTORS PERFORMANCE: 2020
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Historical Perspective:
100 years of oil prices

]
One hundred years of oily crude
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Some decline in media coverage on climate change

2000-2020 United States Newspaper Coverage of Climate Change
or Global Warming
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https://sciencepolicy.colorado.edu/icecaps/research/media_coverage/usa/index.html

What are Implications of COVID-19?
More questions than answers

Greater uncertainty over the next 12-18 months
Reduced investment in... everything (bar vaccines, immediate relief)?
Green stimulus? Brown stimulus? If so, when?

Collapsing oil price should impact fossil assets (and oil exporters) foremost
but capital market impacts will also affect investment in renewables

Implications of oil supply war on demand <« implications of demand on trade
war < implications for energy companies

Challenge to international ‘consensus’ on action on climate change?

Question pre-existing patterns or begin to return to normal (international
travel, working from home)?

What will happen to government commitments on climate and on CCS in
particular?
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Will the world really just get back to normal in Q3?!

World liquid fuels production and consumption balance
million barrels per day
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Evolving Views of future oil prices Jan 2020

West Texas Intermediate (WTI) crude oil price and NYMEX confidence intervals
dollars per barrel
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Note: Confidence interval derived from options market information for the five trading days ending Jan 9,
2020. Intervals not calculated for months with sparse trading in near-the-money options contracts. —

Sources: Short-Term Energy Outlook, January 2020, and CME Group El@
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Evolving Views of future oil prices Feb 2020

West Texas Intermediate (WTI) crude oil price and NYMEX confidence intervals
dollars per barrel
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Note: Confidence interval derived from options market information for the five trading days ending Feb 6,

2020. Intervals not calculated for months with sparse trading in near-the-money options contracts. —

Sources: Short-Term Energy Outlook, February 2020, and CME Group EIEP
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Evolving Views of future oil prices Mar 2020

West Texas Intermediate (WTI) crude oil price and NYMEX confidence intervals
dollars per barrel
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Note: Confidence interval derived from options market information for the five trading days ending Mar 9,
2020. Intervals not calculated for months with sparse trading in near-the-money options contracts. o

Sources: Short-Term Energy Outlook, March 2020, and CME Group Clx«
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Evolving Views of future oil prices Apr 2020

West Texas Intermediate (WTI) crude oil price and NYMEX confidence intervals
dollars per barrel
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Note: Confidence interval derived from options market information for the five trading days ending Apr 2,
2020. Intervals not calculated for months with sparse trading in near-the-money options contracts. -

Sources: Short-Term Energy Outlook, April 2020, and CME Group C al
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