
lobally, light and heavy 
vehicle transportation 
fuel accounts today for 
60m bl/yr out of a total 

consumption of almost 100m barrels. 
Determining the pace at which the 
electric vehicles (EV) market will 
develop and how soon it will make a 
serious dent in fuel demand requires an 
assessment of many moving parts. 

Which sectors of transportation are 
going to electrify first and how quickly? 
For some, like aviation and shipping, 
electrification is simply not the easiest 
decarbonization or energy security 
option. And in the vehicles segment itself, 
there will be a differentiation between the 
types of users. Today, high volume, short 
distance utilization, such as that exercised 
by taxi fleets, makes economic sense, for 
example, due to battery power efficiency 
and advantages. But it is not as plausible 
for heavier or more long-distance 
transport. Other factors include the status 
of fuel taxation in any individual country 
as well as where the oil price is in general. 
And when you then add the component 
of automation and apps – self-driving 
vehicles and ride sharing – you could 
start seeing really dramatic implications 
for energy demand. Shared economy 
is already playing an important role for 
internal combustion engine (ICE) cars 
and fuel usage and there will be many new 
forms of unpredictable innovations to 
come as the EV market develops. 

China is, as always, the big elephant in 
the room. The country is going all in on 
electric mobility – and not just in cars. 
There are already many electric buses on 
the roads and at least 200 million electric 
scooters and that’s with China only having 
120 vehicles per 1,000 inhabitants – an 
average rate below many other parts of the 
world. Comparatively, the US has 700 per 
1,000 inhabitants. So, how the Chinese 
market for EVs evolves will have a huge 

impact on the future of oil markets.
The country is going to push hard on 

its EV agenda for reasons of industrial 
strategy, energy security and a serious 
agenda to clean up its local air quality. 
This means it is likely to go beyond 
buses and into heavy transport. A major 
landmark will be when the decision 
is made to stop the sale of fossil fuel 
cars altogether. Committing to an 
environment where it is not selling ICEs is 
not only an environmental consideration, 
it also brings an industrial competitive 
advantage. China will never be able to 
match Volkswagen or Mercedes Benz in 
terms of their 100-year expertise on ICEs. 
But if they shift the terms of competition 
to electric motors, they are as well placed. 

Another element that will influence the 
pace of take up of EVs is the dramatic fall 
in the cost of renewable electricity. Almost 
monthly, we get a new segment across 
the world that shocks with the latest 
low prices achieved. The pace at which 
renewable electricity can take over from 
coal-fired electricity is critical and has 
got to factor into climate change plans; 
striving for an integrated balance of what 
is being done on decarbonizing electricity 
versus EV usage must go hand in hand.  

In the UK, it is forecast that there will 
be no coal in the electricity system by 
2025. China is confident that by the same 
date, it will be able to generate electricity 
at 3 cents per kilowatt hour from huge 
renewable facilities in remote areas in 
the country and transmit the supply to 
demand centres on the east coast at 5-6 
cents per kilowatt hour. 

The cost of battery power also plays a 
critical role. Prices are falling. The 2017 
Bloomberg New Energy Finance survey 
said the average buying price for a batch 
is $209 per kilowatt hour, down from a 
$1,000 per kilowatt hour in 2010 – that’s 
an 8% drop in seven years. Others believe 
it may get to $100 by 2025, even without 

using lithium ion or other technologies. 
The world has clearly changed from 

what we thought it was only 10 years 
ago and it is now likely that light duty 
vehicles are going to head towards 
electric drive trains fueled by either 
battery or hydrogen fuels for longer 
range travel. By the early 2020s, in 
many countries, we could have a total 
operating lifecycle cost which is lower 
for an EV than an ICE.  

There are currently 2 million EVs on 
the road out of 1 billion cars globally. By 
2040, there will be an estimated 2 billion 
cars on the road. The more bullish end 
of projections puts EVs at 60-70 million 
by 2025, but that would still not be a 
game changer for the oil market. 

According to the International Energy 
Agency (IEA),  most of the impact from 
EV transportation on oil demand will 
start to be felt in the 2030-2040 period. 
The rule of thumb roughly is that for 
every 100 million EVs on the road, 
1m b/d of demand is removed from 
the system. Oil demand is therefore 
expected to start flattening by 2030.  

The largest share of EVs in any 
individual country by some distance is 
Norway – almost one third – which is the  
product of very aggressive government 
support for purchases of electric cars. 
Other countries are far behind. The 
Netherlands at 6%, Sweden at 3% and 
others at 1% and below. 

China took over from the US in 2015 
in terms of total volume. In 2016, 25 
million new cars were sold in China, 
half a million of which were electric. 
In percentage terms this may be small, 
but the market is growing rapidly and 
variables – such as taxes, battery costs, 
upfront capital costs of EVs versus ICE 
cars, and EV charging infrastructure – 
will all continue to influence the pace of 
change in the world’s largest consumer 
market and elsewhere. n
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