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Key issues

Paraphrasing the humourist Mark Twain’s famous remark, “rumours of oil’'s demise have been
greatly exaggerated”.

Qil’'s share in global energy supply was 33.6% in 2024, higher than any other form of energy, while
the aggregate share of hydrocarbons was 87% last year. Qil’s share of energy supply in Greece, at
61.7%, was the highest in Europe.

The European Union has pledged to reduce CO, emissions to 90% of 1990 levels by 2040. This
might prove impossible, given that last year the EU’s hydrocarbons’ share was 73.4%, and if it is
somehow miraculously achieved, how high will the cost have been?

Oil demand has been growing world-wide at 1.16% p.a. since 2000. Among oil products only fuel oil
has been declining since then (at-1.5% p.a.).

Can wind and solar power cope with motor transport, space heating and industry’s green electricity
needs — current and future — without natural gas backup, nuclear power as base load and battery
storage on a large scale? Can air and sea transport’s needs be met without liquid fuels, preferably
from renewable sources?

Why is electricity so expensive in many European countries when so much investment has gone into
wind and solar powered electricity production with supposedly low marginal costs?

The widespread use of high ‘feed-in tariffs’ and ‘contracts for differences’ to encourage green
investments in power generation is the largely unnoticed elephant in the room.

Another elephant in the room is an obvious one — the intermittency of wind.




Hydrocarbons - still the mainstay of energy

Energy supply shares in 2024 by fuel (%)

Sources: Energy Institute and Drollas
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* Greece’s oil share at 61.7% was the highest in Europe, because of its heavy reliance on heating oil and the slow take-
up of EVs. Its total fossil-fuel share amounted to 89% - above the global average. Greece’s complete lack of nuclear
power in electricity generation puts it at a comparative disadvantage.



The types of oil products consumed globally

Sources: Energy Institute and Drollas
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Gasoline and diesel/gas oil dominate the oil product mix (the main transport fuels). Apart from fuel oil, the
general oil product trend has been upwards since the year 2000. Jet fuel’s use has not grown much due to
the vastly improved efficiency of jet engines. Plastics’ use has been growing relentlessly.



Saudi Arabia — back into current account deficits
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The correlation between the Saudi current account and the price of oil on a quarterly average basis
has been 75% over the period 1Q14 — 2Q25. The recent deficits are a grave concern for the Saudis
for they deplete the Kingdom'’s foreign currency reserves.



Wind power’s ability to deliver in 2024

Wind power's capacity utilisation (%): 2024, 2000-24 and CoV

Sources: Energy Institute and Drollas
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* It has been assumed that a universal 15 days a year are set aside for maintenance of the wind
turbines and dealing with breakdowns; this reduces by 360 hours (4.1%) wind power’s potential
of 8,760 operational hours in a non-leap year.




Solar power’s ability to deliver in 2024

Sources: Energy Institute and Drollas
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* It has been assumed that 15 days per annum are set aside for maintenance of the photovoltaic
panels and dealing with breakdowns, reducing solar power’s potential of 8,760 operational hours in a
non—Ileap year by 360 hours (4.1%). The UAE’s 2024 annual average utilization rate implies 6.9 hours
per day, Greece’s 3.5 hrs/day and 2.3 hours for the UK.
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Brent price forecasts (S/bbl) : 4Q25 to 4Q27

Sources: Consensus Economics, IPE and Drollas
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Concluding remarks

For the EU to achieve net zero emissions of CO,, key current areas of fossil fuel usage
need to be replaced with renewable energy — motor transport, space heating, process
heat for industrial applications, and liquid fuels for air and sea transport.

To use wind power to supply electricity for large EV fleets, tens of thousands of additional
wind turbines will be needed, costing many billions of Euros and needing a lot of space
and infrastructure expenditure (for access roads, transmission lines, substations, etc...).
The UK’s National Grid reckons it needs £240bn to meet the challenge of all green
electricity by 2030. The main problem with wind turbines is that wind is an unreliable
source of low-density energy.

Because of this, gas-fired or other power systems need to be available as back-up and/or
extensive storage systems developed, increasing considerably the cost of wind power. It
would be cheaper in the long run to develop nuclear power more extensively (preferably
with SMRs, small modular reactors) and to retain considerable gas-fired generating

capacity.

An oil major like BP, which made a big play to reduce its involvement in hydrocarbons and
increase drastically its presence in renewables, has regretted this decision under pressure
from activist investors like Elliott Management and a weak share price. It is now heading
back again to oil and gas.
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