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Oil king to become sun king? 

 We consider a recent statement by the Saudi oil minister to be of strategic importance 

 Ali al-Naimi offered the judgement that there is a finite timespan for its fossil fuel use 

 The fossil fuel age is likely to end because of renewables, not exhausted reserves 

 A number of oil producers are diversifying; Saudi Arabia sees its long-term future in solar   

 As a result, we are starting to ask ourselves whether the oil price could, in time, halve again  

Fossil fuel phase-out 

We consider of strategic importance a recent statement by the Saudi oil minister (Ali al-Naimi), the 
full significance of which has not, in our judgement, yet been recognised. In brief, he offers the 
judgement that there is a finite timespan for the use of fossil fuels: 

… “in Saudi Arabia, we recognise that eventually, one of these days, we are not going 
to need fossil fuels. I don’t know when, in 2040, 2050, or thereafter”.1 

Just as it is often said that “the stone age did not end because they ran out of stones”, so the Saudi 

oil minister is implying that the fossil fuel age will not end because the world has run out of fossil 

fuels. In effect, oil-rich Saudi Arabia has acknowledged, at least implicitly, that not all oil reserves 

and resources are likely to be used.  

A solar dawn 

The cause of the end of the fossil fuel age is becoming increasingly apparent, not least in the Middle 
East, where renewable energy is turning out to be an ever-cheaper option. Utility-scale solar can, 
according to the National Bank of Abu Dhabi, now compete at $10 per barrel equivalent:  

“At the end of 2014, the 200 MW Dubai Electricity and Water Authority (DEWA) bid in 
Dubai set a new world benchmark for utility scale solar PV costs, showing that 
photovoltaic technologies are competitive today with oil at US$10/barrel and gas at 
US$5/MMBtu.”2 

Such economics have, it can safely be assumed, given sun-rich Saudi Arabia considerable food for 

thought. And it is perhaps of little surprise that it sees its long-term future in renewable energy: 

plans are afoot to become a “global power in solar and wind energy”.3 And although transition 

from fossil- to renewable-based energy stands to take many years, if not decades, the near-term 

implications are considerable. 

Pump while you can 

It could be expected that, in recognition of this underlying situation, Saudi Arabia will try to pump 
as much oil as it can, taking the prevailing world price, whatever it is, as a given. And this is 
consistent with what the Kingdom did last year – it kept pumping. Were they not to do so, more of 
their fossil fuel assets would be at risk of becoming stranded – a conclusion that Norway reached 
in the early 1990s when they established, for future generations, their Petroleum Fund – later 
renamed The Government Pension Fund. 

Now that the main oil player in the Middle East has acknowledged the commodity’s limited time 
span, discussion world-wide over the duration of fossil fuel use seems likely to begin in earnest. As 
soon as renewables are judged to be economically competitive across most regions and countries, 
regulators could look to speed up the phasing-out of fossil fuels, to: improve air quality; reduce 
noise; and cut greenhouse gas emissions. Progress in addressing climate change, in particular, may 
accelerate: Saudi Arabia has previously been accused of blocking progress in UN climate talks, in 
order to protect its oil interests. 

Oil prices appear vulnerable 

In January last year we wrote that “over the coming several years we would be less surprised to 
see the oil price halve than to see it double.”4 Our most recent judgement, that oil prices are going 
to stay low for several years (see Oil: down for the count), is fortified by the Saudi oil minister’s 
statement and is making us ask ourselves whether, having fallen to its present $65 or so, the oil 
price (Brent Crude) might, in the foreseeable future, halve again.  
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Disclaimer 

 

The information, tools and material presented herein are provided for informational purposes only and are not to be used or considered 

as an offer or a solicitation to sell or an offer or solicitation to buy or subscribe for securities, investment products or other financial 

instruments. All express or implied warranties or representations are excluded to the fullest extent permissible by law. 

Nothing in this report shall be deemed to constitute financial or other professional advice in any way, and under no circumstances shall 

we be liable for any direct or indirect losses, costs or expenses nor for any loss of profit that results from the content of this report or 

any material in it or website links or references embedded within it.  This report is produced by us in the United Kingdom and we make 

no representation that any material contained in this report is appropriate for any other jurisdiction.  These terms are governed by the 

laws of England and Wales and you agree that the English courts shall have exclusive jurisdiction in any dispute.  

©Copyright Llewellyn Consulting LLP 2015. All rights reserved. The content of this report, either in whole or in part, may not be 

reproduced, or transmitted in any form or by any means, electronic, photocopying, digitalisation or otherwise without the prior written 

permission of the publisher.  
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#MacroPlus Saudi’s oil minister stated that the Kingdom’s long-term future is in solar, not oil. This strikes us as 
strategically important 
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