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KUWAIT: The New Year kicked off with oil prices ral-
lying further on tighter supplies, following supply out-
ages in Libya and Kazakhstan, and increased optimism
about the prospects for oil demand amid a more infec-
tious but ostensibly less severe Omicron variant.
Geopolitical risk, with Russia’s troop build-up on the
Ukrainian border, and a weaker US dollar also supported
oil’s recent surge. Brent crude, the international bench-
mark, has followed up its gain of 50 percent last year
with a further rise of more than 10 percent so far in 2022,
to settle at $86.1/bbl in mid-January, a shade off its post-
2014 high set last October. Brent has recouped all its
losses since last November’s Omicron-induced sell-off. 

In the futures market, Brent’s ‘backwardated’ forward
curve, where near-term prices are higher than future
prices, has shifted upwards and steepened, a sign of cur-
rent supply tightness. The rally has been underpinned by
the return of substantial financial inflows to the oil mar-
ket, only some of which has been motivated by inflation
hedging concerns. 

Oil traders and investors are increasingly adopting a
more bullish view of the near-to-medium term oil market
outlook based on the expectation that (i) in the short
term, new virus variants will only have a transient impact
on oil demand and (ii) in the medium term, oil demand
has further room to grow, especially in sectors where
renewable energy substitutes for fossil fuels are either
still undeveloped and/or economically unfeasible. It is in
this context that the narrative of oil production lagging

consumption due to chronic underinvestment or mis-
management is gaining more traction. Markets are now
pricing in the erosion of OPEC+ spare capacity once
supply cuts are fully unwound and demand tops 2019
levels, which is likely this year.

Supply-side constraints have been evident in the
inability of OPEC+ members, especially the African pro-
ducers, to fulfill their quotas in line with the restoration
of OPEC+ output at the monthly rate of 400 kb/d.
Aggregate production figures compiled by Bloomberg
show that in December, OPEC+ pumped below target (-
625 kb/d) for the seventh consecutive month. Using

OPEC data, November’s OPEC-10 output of 23.5 mb/d
was the fourth in a row that fell short of target (-570
kb/d).  Sufficient OPEC+ spare capacity to reach even
OPEC+ baseline levels resides in only a handful of oil
producers, such as Saudi Arabia, Iraq, the UAE and
Russia. Therefore, unless members with spare capacity
open the taps to compensate, the group’s target of
restoring 3.4 mb/d of withheld supply by mid-year may
not be reached. 

The implications for demand-supply balances have
been playing out in January’s oil rally, which has so far
confounded expectations of downward price pressure

and stock builds. Consensus forecasts of oversupply for
1Q22 have been downgraded, but for 2022 as a whole,
inventory increases (+1.0 mb/d) are still expected based
on supply (+5.0 mb/d to 101 mb/b) exceeding demand
(+3.0 mb/d to 100 mb/d). 

With higher Iranian output looking less likely this
year due to continued impasse at the nuclear negotia-
tions, increased non-OPEC supply, led by a more price-
responsive and less capital-disciplined US shale, is the
major downside risk to oil prices. It could be the differ-
ence between prices at current levels and prices in the
$65-$75/bbl range. 

Oil rally extends into New Year on 
resilient demand, tighter supply

Traders,  investors bullish  over medium term oil market outlook

KIBUYE, Rwanda: Cyprien Bigirimana, a maintenance technician, seen inside the barge extracting methane gas on Lake
Kivu, at the Kivuwatt power plant in Kibuye, Karongi District, in the Western Province of Rwanda.— AFP

Peril and promise: 
Gas from ‘killer 
lake’ powers Rwanda
KIBUYE, Rwanda: The engineers aboard the floating
power station on Lake Kivu could only watch nervous-
ly as the volcano in the distance erupted violently,
sending tremors rumbling through the water beneath
them. It was not the lava shooting from Mount
Nyiragongo last May that spooked them, but the enor-
mous concentrations of potentially explosive gases
within Kivu, one of Africa’s great Rift lakes lying
between Rwanda and the Democratic Republic of
Congo. Flanked by rolling green hills tumbling into
glassy waters, Kivu is not quite the picture of tranquil-
ity it seems, according to Francois Darchambeau from
KivuWatt, a company that extracts gas from the lake’s
waters for electricity.

Thousands of years of volcanic activity has caused
a massive accumulation of methane and carbon diox-
ide to dissolve in the depths of Kivu-enough to prove
monumentally destructive in the rare event they were
released. If triggered, a so-called limnic eruption
would cause “a huge explosion of gas from deep
waters to the surface” resulting in large waves and a
poisonous gas cloud that would put the lives of mil-
lions at risk, said Darchambeau, environmental manag-
er at KivuWatt.

“This is what we call a killer lake,” the limnologist,
or an expert in freshwater systems, told AFP. Only
three such lakes exist in the world: Kivu, and Lakes
Nyos and Monoun in northwest Cameroon. The latter
two experienced limnic eruptions in the 1980s, and the
bigger disaster at Nyos suffocated more than 1,700
people in a toxic release of carbon dioxide. But these

catastrophes occurred in a rural area, whereas some
two million people would be “at risk” of such a similar
disaster involving Kivu, said Darchambeau. In both
Rwanda and DR Congo, many live in fear of the lake’s
harmful potential, and stories abound of swimmers dis-
appearing into its depths after being asphyxiated or
pulled under.

World first 
The lake, however, poses both peril and promise.

KivuWatt, which says this is the only project of its kind
anywhere in the world, saw an opportunity to tap
these abundant gases for energy generation.

A 20-minute speedboat ride is required to reach
KivuWatt’s unique floating platform, a compact tangle
of pipes and buoys as high as a multi-storey building
moored in the Rwandan part of Kivu.

With a deafening roar, the facility pumps water sat-
urated with carbon dioxide and methane from around
350 meters (1,150 feet) to the surface. As it rises, the
water and gas separate as the pressure changes. “It is
like opening a bottle of soda,” said KivuWatt director
Priysham Nundah, who described the project as
“halfway between a thermal and a renewable energy
plant”. The extracted methane is sent through a
pipeline to a second facility located onshore in
Rwanda, where the gas is transformed into electricity.
The carbon dioxide is pumped back into the lake at a
precise enough depth to ensure the delicate balance is
not upset.

The company says it hopes that removing methane
could over time reduce pressure within the lake, possi-
bly lowering the risk of a limnic eruption.

‘It was frightening’ 
But fears of such a disaster were reawakened when

Nyiragongo-an active volcano north of Kivu in DR
Congo-roared to life in early 2021. The lava flow killed
32 people and destroyed hundreds of homes, as earth-
quakes shook the region. A second wave of lava
pushed deep into the earth under the lake itself. From
their station, KivuWatt’s engineers watched the sky
turn red and angry.

“It was very frightening,” said Nundah.
“When the rates of earthquakes and the frequency

of earthquakes started to rise... no one could really say
what would happen.” A shutdown was considered-but
the engineers held their nerve. Suspending operations
would have serious consequences for Rwanda:
KivuWatt produces around 30 percent of the annual
electricity consumed in the East African nation.

American company ContourGlobal, which owns
KivuWatt, launched the Lake Kivu venture in 2015
and for a time considered expanding its capacity
from 26 to 100 megawatts. Another company is
exploring the possibility of launching its own 56-
megawatt gas extraction venture on the lake. There
are no plans in the short term for such a project on
the Congolese side. How long it will take to deplete
these vast gas reserves will depend on the pace of
extraction, said Martin Schmid, a researcher at the
Swiss Institute for Water and Environmental
Research. “Just with KivuWatt alone it will take, I
don’t know, centuries to have really a reduction of
methane in the lake,” he said. — AFP

American, United 
Airlines report 
loss on COVID drag
NEW YORK: American Airlines reported another
quarterly loss yesterday after the latest COVID-19
surge dented demand at the end of the year, but said
consumers were booking more trips for the spring. The
big US carrier echoed rivals Delta Air Lines and United
Airlines in citing the Omicron wave of Covid-19 as a
recent drag that has depressed bookings early in 2022.

But American has seen an uptick in reservations
beyond the next 60 days, Chief Executive Doug Parker
said. “It does feel like the consumer has the confidence
at being able to travel,” Parker said on  CNBC, while
acknowledging “the results would have been better
were it not for Omicron.”

The carrier reported a loss of $931 million for the
fourth quarter, compared with a $2.2 billion loss in the
same three months of 2020. Revenues more than dou-
bled to $9.4 billion compared with the same period a
year earlier. But in October-December 2019, before
COVID-19 hit shutting down travel, American had rev-
enues of $11.3 billion. The latest quarter started buoy-
antly, with airlines seeing increased bookings as
COVID-19 vaccinations became widespread and most
of the US economy reopened. But hopes dimmed as the
Omicron variant surfaced as a major worry, delaying an
industry comeback, especially in highly profitable busi-
ness travel.

“Over the past year, we have experienced periods of
high travel demand countered by periods of decreased
demand due to new COVID-19 variants,” Parker said in
a statement.

“This volatility has created the most challenging
planning environment in the history of commercial avia-
tion.” American’s forecast implies lower-priced leisure
travel will remain a disproportionately large share of its
travel volume. The airline projected first-quarter capaci-
ty would be down eight to 10 percent from pre-pan-
demic levels, while revenues would be off 20 to 22 per-
cent. The company’s share price rose 1.2 percent to
$17.52 in pre-market trading. 

Meanwhile, United Airlines reported another quar-
terly loss Wednesday on the lingering drag from
COVID-19 but offered an upbeat outlook on a travel
comeback later in 2022 and in future years. The US car-
rier acknowledged that it is beginning 2022 “with a
scaled-back schedule” following the latest uptick in
virus cases, but will “nimbly ramp up” capacity later in
the year, according to a news release. “While Omicron
is impacting near-term demand, we remain optimistic
about the spring and excited about the summer and
beyond,” said United Chief Executive Scott Kirby.

United reported a fourth-quarter loss of $646 mil-
lion, about a third of the loss from the year-ago period,
but far from the $641 million profit in the 2019 period.

Revenues were $8.2 billion, more than twice the level
in 2020 but a 25 percent drop from the figure in the
2019 quarter. The period covered by the release started
buoyantly, with airlines seeing increased bookings as
COVID-19 vaccinations were rolled out and most of the
US economy reopened.

But hopes dimmed later in the quarter as the
Omicron variant surfaced as a major worry, prompting
thousands of flight cancelations over the holidays
because US carriers temporarily lost airline staff who
were infected. United projected its first-quarter capaci-
ty will be down 16 to 18 percent compared to 2019 lev-
els. It also expects 2022 capacity to be below the level
of 2019. Shares of United fell 1.4 percent to $43.79 in
after-hours trading. — AFP

KIBUYE, Rwanda: A passenger boat is seen on Lake Kivu
in Kibuye, Karongi District, in the Western Province of
Rwanda. — AFP

ARLINGTON: In this file photo, American Airline planes sit on the tarmac at Ronald Reagan Washington National Airport in
Arlington, Virginia. — AFP

Biden says fight 
to lower inflation 
will ‘be a haul’
WASHINGTON: Lowering the record rate of US
inflation will “be a haul,” President Joe Biden said
Wednesday, but he insisted the price increases will
subside if supply chain snarls and component short-
ages are resolved. “The inflation has everything to do
with the supply chain,” the president said at a press
conference. “People see it at the gas pump, the gro-
cery stores and elsewhere.”

He said provisions in his Build Back Better spending
proposal, which is stalled in Congress, would improve
the situation, but “it’s going to be hard and take a lot of
work.” The US economy saw consumer prices spike to
a multi-decade high of seven percent last year as a
surge in demand from consumers and businesses ran
up against shortages of labor and crucial supplies like
semiconductors as well as global shipping delays.

Biden’s approval rating has fallen as inflation has
accelerated, prompting the White House to announce
moves to address price fixing and concentration in
industries, including slaughterhouses, to lower meat
prices, increase semiconductor production and release
oil reserves to reign in gas prices.

Biden also said the Federal Reserve has a “critical
job in making sure that the elevated prices don’t

become entrenched.” After providing “extraordinary
support” to the economy, “It’s appropriate as... Fed
Chairman (Jerome) Powell has indicated, to recalibrate
the support that is now necessary,” Biden said.

The Democratic president nominated Powell, a
Republican, to serve a second term at the head of the
independent central bank, which is poised to raise
interest rates as soon as March and as many as four
times this year to rein in price increases. But Biden
said “the best thing to tackle high prices is a more
productive economy with greater capacity to deliver
goods and services to the American people.”

He has argued Build Back Better, which would
channel more than a trillion dollars to improving
American social services and fighting climate change,
would also rein in inflation, but it lacks the votes of
crucial Democratic lawmakers in the Senate. —AFP

WASHINGTON,†US: US President Joe Biden answers ques-
tions during a news conference in the East Room of the
White House in Washington, DC. — AFP


