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Big Oil confronts possibility of terminal demand decline
AFP, Paris

Although crude prices have 
rebounded from coronavirus 
crisis lows, oil execs and experts 
are starting to ask if the industry 
has crossed the Rubicon of peak 
demand.

The plunge in the price of 
crude oil during the first wave of 
coronavirus lockdowns -- futures 
prices briefly turned negative 
-- was due to the drop in global 
demand as planes were parked on 
tarmacs and cars in garages.

The International Energy 
Agency (IEA) forecast that average 
daily oil demand will drop by 
eight million barrels per day this 
year, a decline of around eight 
percent from last year.

While the agency expects an 
unprecedented rebound of 5.7 
million barrels per day next year, 
it still forecasts overall demand 
will be lower than in 2019 owing 
to ongoing uncertainty in the 
airline sector.

Some are questioning whether 

demand will ever get back to 2019 
levels. “I don’t think we know 
how this is going to play out. I 
certainly don’t know,” BP’s new 
chief executive Bernard Looney 
said in May.

The COVID-19 pandemic 
was in full swing then with most 

planes grounded and white-collar 
workers giving up the commute 
to work from home. “Could it be 
peak oil? Possibly. I would not 
write that off,” Looney told the 
Financial Times.

The concept of peak oil has 
long generated speculation. 

Mostly, it has been focused on 
peak production, with experts 
forecasting that prices would 
reach astronomical levels as 
recoverable oil in the ground 
runs out.

But in recent months, the 
concept of peak demand has 
come into vogue, with the 
coronavirus landing an uppercut 
into fuel demand for the 
transportation sector followed 
by a knock-out punch from the 
transition to cleaner fuels.

Michael Bradshaw, professor 
at Warwick Business School, 
said environmental groups are 
already lobbying to prevent 
the Paris agreements becoming 
another casualty of the 
pandemic, stressing the need 
for a Green New Deal for the 
recovery. 

“If they are successful, demand 
for oil might never return to the 
peak we saw prior to COVID-19,” 
he said in comments to 
journalists.

The transport sector may 

never fully recover, Bradshaw 
posited. “After the pandemic, we 
might have a different attitude 
to international air travel or 
physically going into work,” he 
said.

Other experts say we haven’t 
reached the tipping point yet, 
and might not for a while. 

“Many people have said, 
including some CEOs of 
some major companies, with 
the lifestyle changes now to 
teleworking and others we may 
well see oil demand has peaked, 
and oil demand will go down,” 
IEA executive director Fatih Birol 
said recently. 

“I don’t agree with that. 
Teleconferencing alone will not 
help us to reach our energy and 
climate goals, they can only make 
a small dent,” Firol added while 
unveiling a recent IEA report.

Moez Ajmi at consulting and 
auditing firm E&Y dismissed as 
“science fiction” the idea that a 
definitive drop in oil demand 
could suddenly emerge.
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A well head and a drilling rig are seen in the Yarakta Oil Field in 

Irkutsk Region, Russia.

Indonesia says trade, 
investment deal with 
Australia takes effect
REUTERS, Jakarta

An Indonesia-Australia deal that eliminates most trade 
tariffs between the two nations and aims to open up 
investment, took effect on Sunday, Indonesia’s Trade 
Ministry said.

The Indonesia-Australia Comprehensive Economic 
Partnership Agreement (IA-CEPA), signed last year and 
ratified by the Indonesia’s parliament in February, aims to 
boost bilateral trade that was worth $7.8 billion in 2019.

“COVID-19 has resulted in economic slowdown in 
nearly all countries,” Trade Minister Agus Suparmanto 
said in a statement. “IA-CEPA momentum can be 
used to maintaining Indonesian trade and improve 
competitiveness.”

In a signing ceremony last year, the two countries said 
the pact would eliminate all Australian tariffs on imports 
from Indonesia, while 94% of Indonesian tariffs would be 
gradually removed.

Australia aims to boost exports including wheat, 
iron ore and dairy, while Indonesia hopes to increase 
automotive exports, textile and electronics. The deal opens 
up investment, including for Australian universities in 
Indonesia.

The ministry said in the statement it has issued three 
regulations to allow for implementation of the deal.

AmCham puts steps forward 
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Therefore, the government wants to 
further increase cultivation and the 
supply of food.

For instance, Bangladesh sent 
20,000 and 50,000 tonnes of rice 
to Nepal and Sri Lanka respectively 
when the two nations suffered from 
natural calamities.

“COVID-19 is a threat to our lives 
and livelihoods. We have to continue 
our success in food production,” 
Razzaque added.

The coronavirus pandemic is also a 
threat to food security in the country, 
said Earl R Miller, the US ambassador 
to Bangladesh.

Habibe Millat, a member of 
parliament from the Sirajganj-2 
constituency, said his district is a 
gateway for the country’s northern 
districts and, despite being vulnerable 
to floods and river erosion, is famous 
for its dairy and fishery industries, 
among others.

“We believe that the agriculture 
sector’s performance has an 
overwhelming impact on major 
macroeconomic objectives like 
employment generation, poverty 
alleviation, human resources 

development, food security and so 
on,” said AmCham President Syed 
Ershad Ahmed.

Agriculture is the largest 
employment sector of Bangladesh, 
which is the fourth-biggest rice-
producing country in the world.

This is why special attention 
should be given to the industry, and 
rightly so, the prime minister has been 
motivating farmers to not leave even 
an inch of land uncultivated, Ahmed 
said.

Upwards of 80 per cent of 
Bangladesh’s workforce is still engaged 
in the informal sector, of which more 
than 40 per cent are employed in the 
agriculture sector alone.

This makes farmers, especially the 
marginal ones, the true heroes behind 
the country’s economic development.

Sine the coronavirus fallout has also 
had an adverse effect on Bangladesh’s 
three main economic pillars -- export, 
remittance and a vibrant middle class 
-- AmCham decided to support the 
country’s agriculture sector without 
hesitation, Ahmed said.

The sale, transport and distribution 
of goods amid the coronavirus 
pandemic are challenging for the 

marginalised, said Zahida Fizza 
Kabir, chief executive officer of Sajida 
Foundation.

“We will try to help the farmers 
overcome those challenges,” she 
added. 

AmCham Vice-President Syed 
Mohammad Kamal moderated the 
event.

SIBL targets 
low-cost 
deposits
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Most banks’ operating profits declined 
20 to 30 per cent in the first half 
of 2020 because of the paralysed 
economy.

Customers are gradually returning 
to banks but they are being frustrated 
when they are told about the new 
savings rate, he said. 

There are people who don’t want 
to keep their funds in banks at the 
current rate and some of them are 
moving to cooperatives, he said, on 
condition of anonymity.


