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Outline

* Oil = what’s going on?




Oil prices are down...

* Demand:
* China shifting quickly to electric vehicles

* India increasing demand, but
developing country increase is slower
than supply increases.

* Supply
* Western Hemisphere has been 105% of
increase supply in last 15 years.

e US, Canada, Guyana, Brazil, and
Argentina.

* Fracking can adapt quickly to prices.

e OPEC has removed COVID era
restrictions.
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Oil prices are down...

e Short-term forecast (this year)

* Prices remain $60-S65/barrel, could see
a further drop into the $50s for some
time.

* Gasoline remains $2.90-$3.20/gal

* Will be a summer bump
* historical average +1.3% (+0.5% to +4%)

* Longer-term forecast (1-5 years)
* Hard to find factors that will drive prices
up significantly.
* OPEC will try, but fracking limits their
ability to intervene strongly.

* New offshore finds in Gulf of Mexico
(e.g., Suriname)
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Can natural gas prices
remain this low?

* Natural gas prices remain at all Natural Gas Prices
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Can natural gas prices
remain this low?
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Can natural gas prices
remain this low?

* Natural gas prices remain at all
time lows, but they have edged
up 30% in the last two years.

e Why?
* North American export capacity
keeps expanding.
* Use in electricity and industry are
increasing
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Can natural gas prices
remain this low?

* Natural gas prices remain at all
time lows, but they have edged
up 30% in the last two years.

e Why?
* North American export capacity
keeps expanding.
* Use in electricity and industry are
increasing
* Demand growth: data centers

Electricity consumption of selected end uses in the U.S. commercial sector (2020-2050)
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Can natural gas prices
remain this low?

Table 10.1 Renewable Energy Production and Consumption by Source

* Natural gas prices remain at all
time lows, but they have edged
up 30% in the last two years.

* Why?

* North American export capacity 100 W/"WV/\;? .\h'\"\’ WA “#’\%\"

keeps expanding.
* Use in electricity and industry are e 2075

200

2020 2025
INcreasi ng — Hydroelectric Power Consumption — Geothermal Energy Consumption
— Solar Energy Consumption Biofuels Consumption — Wind Energy Consumption

* Demand growth: data centers

* Slowing renewable energy
growth?

Data source: U.S. Energy Information Administration



Can natural gas prices
remain this low?

 Future?
] Natural Gas Prices
* US supplies are .
buoyed by 80

e JS - Henry Hub

technological change
in drilling, but demand
appears poised to
outgrow supply in the
next few years...
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Why are electricity prices up so much?
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Why are electricity prices up so much?

* Natural gas prices are up 30%

Auction Results

RPM Cleared MW
Resource  Cleared UCAP Total Reserve .

. . Reserve . Times Clearing

. . . Delivery Year Clearing Price ) i Price ($ billion)
* PJIM capacity auction Splked 201617 §5037  169,1507 20.7% 203% $5.5
201718 $120.00 1670037 20.1% 19.7% $7.5
201819 $164.77 166,836.9 20.2% 19.8% +109
2019720 $100.00 1673059 229% 224% $7.0
2020/21* $76.53 165,108.2 239% 23.3% $7.0
2021722 $140.00 1636273 22.0% 21.5% $9.3
2022123 $50.00 144 477 3 21.1% 19.9% §39
2023124 53413 144 8706 21.6% 20.3% §2.2
2024/25 52892 147 4789 21.7% 204% $2.2
2025/26° $260 .92 1356840 18.6% 185% s147

2026/27° $329.17 1342063 18.9% 189% 5161



Why are electricity prices up so much?

* Natural gas prices are up 30%

* PJM capacity auction spiked

* The bulk of the increase is for
generation, but transmission and
distribution have increased too.
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Will higher electricity
prices persist?

* High prices are here to stay.

* PJM Capacity change projections:
* New capacity through 2030 = 24 GW

* 52% solar, 14% wind, 6% battery
* 28% natural gas

* Capacity losses through 2050 = 6 GW
* 67% coal, 19% natural gas

* Data center build-out is just getting
started

PJM Forecast
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Environment Outlook:
What’s happening at the COP in Brazil?

* Discuss need to keep global
temperature change below
+1.5C.

WWW.ANDEZTOONS.COM

* Agree on indicators for
adaptation and try to fund it.

e Nature-based solutions.

“Listen, you can criticize or you can give me a hand.”



Gt CO2

Global CO, Emissions are stabilizing
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Renewable growth continues to accelerate in

most parts of the world.

* The US is an exception, with
renewable growth stagnating.
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Renewable growth continues to accelerate in
most parts of the world.

* The US is an exception, with RS

renewable growth stagnating. = = Cost of Storage
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Renewable growth continues to accelerate in
most parts of the world.

* The US is an exception, with
renewable growth stagnating.

e Significantly lower costs of
renewables signal future cost
savings, especially as natural gas
prices rise....

* Electrification is growing globally
* Exceptin US and India
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Things to watch out for....

* Oil prices remain low, but susceptibility to shocks continues.
e Natural gas prices edge up — encouraging higher electricity prices.
* Outside of the US, the global pivot to electricity continues

e Carbon credits rebound in 2026-2028....



Questions?

Can also email me at
sohngen.l@osu.edu i ol
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