We Have Flows!
Nordstream 1
After all the stress over the last 10 days, on whether or not the
Russsian gas pipeline to Germany would restart flows to Germany
after maintenance, we have confirmation that it indeed has. Flows
started at 6:00 AM CEST. Flows started at 30% of the pipeline’s
total capacity and soon ramped to 40% which is roughly the same
as before the pipeline shut down for maintenance.

Siemans Turbine
The Siemans turbine that was stuck in Canada was released July 17,
and should reach Russia by the 24th, assuming there are no
logistics problems. Repair work will take 3-4 days, then we sahould
see some increased flows.

KEYNOTES: Likely we see a pullback across the energy sector,
particularly in the European natural gas contract TTF and a
reflexive response in Brent and WTI. There is still a structural
supply deficit across the entire energy sector, the spreads are
still telling us that this market is extremely tight. I would not
expect a dip to last very long especially when the SPR releases
are due to complete in October, and 2023 looks like it will be
even tighter than 2022.
There was much debate on whether this pipeline would restart.
I have argued that I think Putin will use this as political
leverage and it was more beneficial to keep the flows now, and
he has. There is no pressing reason to shut it off now.
Also interesting to note that today, Russia also announced that
it would be increasing flows to Eni in Italy. Eni had been
receiving about 21 million cubic meters a day, this will increase
to 36 million cubic meters. Again, more political leverage for
Putin.
This is also at the same time that Spain rejected the EU
proposal to cut gas consumption by 15% with a line that was
overused by Merkel officials during the eurozone crisis:
"Unlike other countries, we Spaniards have not lived beyond
our means from an energy point of view"
It seems as though Putin has the upper hand over Europe right
now.No way is he going to give this up quickly.

OPEC Spare Capacity
Saudi Arabia Reveals Oil Output Is Near Its Ceiling
During US President Joseph Biden’s trip to Saudi Arabia, the world
was so focused on how Crown Prince Mohammed bin Salman
would respond to his plea to pump more oil immediately that it
missed a bombshell: the level at which Saudi oil production will
peak.
Prince Mohammed framed his answer emphasizing that the world
— and not just countries like Saudi Arabia — needs to invest
in fossil-fuels production over the next two decades to meet
growing global demand and avoid energy shortages. “The
kingdom will do its part in this regard, as it announced an increase
in its production capacity to 13 million barrels per day, after which
the kingdom will not have any additional capacity to increase
production,” he said in a wide-ranging speech. -BBG

KEYNOTES: Last year, in October Saudi Arabia announce that
they had plans to increase production capacity to 13 million
barrels per day, the project is due to be completed by 2027.
This will be 1 million more barrels per day than the current 12
million barrel per day capacity. The big news is that that is all
they have have left. This spell big trouble for the global
economy with demand only set to grow. I expect higher oil
prices to persist at least over the next 3-5 years, barring any
unforeseen circumstances.

Biden trip to Saudi Arabia was a failure
This was a disastrous trip for Biden both for oil and for
foreign policy
Saudis gave US no immediate pledge to boost oil output
"Saudi Arabia is committed to stabilizing international oil markets
and making sure that the markets are adequately supplied with
crude oil," al-Jubeir said following meetings in Jeddah late on
Friday between Saudi Arabia's King Salman bin Abdulaziz and
Crown Prince Mohammed bin Salman and US President Joe Biden.
"We do that by consulting with our Opec and Opec+ partners to
assess whether there is a need to bring more oil onto the markets,"
al-Jubeir said. "These assessments will be made based on what the
market needs are. If there is a market need, there will be steps
taken to ensure that those needs are met." -Argus

This was in direct contradiction to Biden who stated:
"I am doing all I can to increase the supply for the US, which I
expect to happen," Biden said late on Friday. "The Saudis share
that urgency and based on our discussion…I expect we'll see
further steps in the coming weeks."
No Firm Commitment
In talks with the US, Saudi officials — as expected — also held back
from making any explicit commitment to supply additional barrels
to the current oil market.
In his speech, and in closed-door discussions with Biden on Friday,
Prince Mohammed did not make any promises that Saudi Arabia
would produce more oil, sources familiar with the matter told
Energy Intelligence. -Energy Intelligence
KEYNOTES: The Saudi welcoming was cold to say the least.
The fist bump heard around the world.
Author-commentator on Middle Eastern politics and
economics with a particular focus on Saudi Arabia Ali Shihabi
also noted that "noticeable that the King did not go to the
door to receive Biden this is a cold reception.”
In the end, Biden walked away with no promises on oil, in fact,
Saudi Arabia only reiterated what it has been saying for over a
year, and that it is OPEC+ job to stabilize the market and they
will do so in a matter they see fit.
Biden mislead the public when he said he expects to see steps
in the coming weeks from Saudi Arabia.
In the end he walked away with nothing on oil.

Foreign Policy
Biden tries to take credit for opening Saudi Arabia airspace to
Israel flights
CNN reported : Saudi Arabia on Friday opened its airspace to all
civilian carriers, including all flights to and from Israel, in a step
toward normalizing relations between the two nations as US
President Joe Biden tours the Middle East.
In a statement shared hours before he was due to fly directly from
Israel to Saudi Arabia, Biden hailed the kingdom's decision, saying
that it could "help build momentum toward Israel's further
integration into the region."
The Biden administration has for months sought to formalize
security and economic deals between Saudi Arabia and Israel, in a
bid to set the stage for a normalization deal between the two
countries.
Biden failed to secure commitments to a regional security axis
that would include Israel
Biden, who began his first trip to the Middle East as president with
a visit to Israel, presented his vision and strategy for America's
engagement in the Middle East at an Arab summit in Jeddah.
The summit communique was vague, however, and Saudi Arabia,
Washington's most important Arab ally, poured cold water on U.S.
hopes the summit could help lay the groundwork for a regional
security alliance - including Israel - to combat Iranian threats. Reuters
KEYNOTES: The actual first commercial flight from Israel over
Saudi Airspace was December 1, 2020,

After flying over Saudi Arabia, 1st Israeli commercial flight
lands in Dubai
This was possible because of the Abraham Accords arranged
by the prior administration.
Although, the airspace was open to all civilian aircraft on this
Biden trip, as he tried to build on the Abraham accords, the
actual foundation was laid prior to this administration.
On regional security.
The administration hoped to secure a plan to connect IsraelArab air defence systems to combat regional threats, namely
Iran.
When asked, Saudi Arabia's foreign minister, Prince Faisal bin
Farhan Al Saud, said he was not aware of any discussions on a
Gulf-Israeli defence alliance and that the kingdom was not
involved in such talks.
Judging from the outcome of this trip, the United States
current administration has done much harm to the
relationship, and it will definitely take more than one visit to
get this relationship back on solid footing.
In Sum
First that was a very cold welcoming. It was notable that the
King did not go to the door to receive Biden. Over all Biden
walked a way with nothing to show for the trip. Saudis gave
no pledge to boost oil output, despite Biden alluding to the
fact that they would in his statement to the press. The Saudi
were quick to respond with what they have been saying for
over a year and that is OPEC+ job to stabilize the market in the
way they see fit.

In addition, he failed to secure commitments for a regional
Gulf/Israel security axis.
He tried to take credit for opening Saudi airspace to
commercial flights, but in reality the first commercial flight
from Israel through Saudi air space was December 1 2020,
which was made possible through the foundation of the
Abraham Accords arranged by the prior administration.
MATERIALS
Europe’s Power Crunch Cuts Zinc and Aluminum Capacity in
Half
Europe has lost about half of its zinc and aluminum smelting
capacity within the past year, and a further surge in power prices
could knock more plants offline over winter, the region’s biggest
metal producers warned.
Eurometaux, which represents miners, smelters and fabricators
employing 500,000 people in Europe, is underscoring the risks that
lie ahead for the industry as the European Union urges member
states to cut gas usage to avert a drastic escalation of the region’s
energy crunch over the winter months. -BBG
Germany's Chemicals Industry Risks Shutdowns Amid Gas
Shortage
There's not much more we can save, as efficiency has already been
the driving force in the past few years," Wolfgang Grosse Entrup,
CEO at the chemicals association Verband der Chemischen
Industrie (VCI)
Germany's chemicals industry is the third largest industrial sector in
Germany after the automotive manufacturing and machinery
sectors.

Amid growing supply concerns, there have been calls for
conserving gas, but the chemicals industry – which accounts for 15%
of Germany's gas consumption and is the single biggest gas
consumer in the country – says there isn't anything left to
conserve. - Oil Price
KEYNOTES: Europe’s energy crisis started long before the
Russian invasion of Ukraine. Their horrible energy policy trying
to transition too quickly to “green energy” without proper
technology in place to achieve this is what brought them to
this point. Even with flows resuming from Nordstream1 this
still will not fix the larger problem. I think it is going to be a
rough long winter for the EU, in particular Germany. Lost of
manufacturing and smelting in Europe is going to lead to
worse supply deficits in the metals and chemicals. As far as
investments are concerned, this is a positive for companies
outside of the EU.
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