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The Great Backpedaling Is Upon Us
The soft left begins its retreat from the political abyss.
	 


“I became insane, with long intervals of horrible sanity.” – Edgar Allan Poe
When it comes to opinions on climate change, the developed West is divided roughly into four camps, primarily as a function of political leanings. In one camp are those the media has labeled “hard right” or “climate deniers”—people who suspect climate change is a hoax used as cover to implement a global socialist agenda. On the other extreme sit those often labeled “hard left” or “climate alarmists”—people who believe the world is coming to an end, fossil fuels are to blame, and time is rapidly running out.
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Not pictured: swing voters | Getty
Between this polarity sits the vast majority of citizens, sorted into what we would call the “soft right” and “soft left.” Members of the soft right generally value environmental protections but put little stock into the idea that the planet is in existential danger. They also tend to be optimistic about humanity’s ability to respond to any climate challenge in light of historical adaptations and the exponential pace of today’s technology development. Those on the soft left assign more seriousness to the climate crisis, vote for candidates who promote environmental causes, and are ready to make lifestyle changes—to drive an electric vehicle, perhaps install solar panels on their roofs, and dutifully sort their trash to separate recyclables—in an eagerness to do their part.
We have long suspected that the soft left is only willing to go so far in this regard, reasonably drawing a line to shield their standard of living. This group is now aware of the Big Lie™ sold by climate alarmists — that we can radically reduce our use of fossil fuels without meaningfully impacting our lifestyles. It was fine enough to play footsie with such assumptions when energy was plentiful and interest rates hovered around zero, but as the energy crisis unfolded and inflationary pressures took hold, the initial consequences of decoupling from fossil fuels left many quietly wondering what exactly it is they signed up for.
Political cracks are beginning the appear in the left-leaning alliance, a group that has been the governing force in the West for much of the past two decades, and as the soft left shuffles to center, we expect reactionary fireworks from the alarmists. For early signs of leaks in the dam, we turn to the UK where the Conservative Party—charter members of the soft left—are leading the retreat back to reality (emphasis added throughout):
“Rishi Sunak on Wednesday ignited a business backlash and a Conservative civil war on the environment as he announced a series of U-turns on critical targets to tackle climate change. The UK prime minister pushed back a ban on the sale of new petrol and diesel cars from 2030 to 2035 in a delay that is strongly opposed by some carmakers…
Sunak also relaxed the 2035 phaseout target for the installation of new gas boilers by introducing an exemption for the most hard-pressed households so they will ‘never have to switch at all.’”
Sunak goes on to helpfully explain that “governments of all stripes have not been honest about the cost and trade-offs,” that the drive for Net Zero would impose “unacceptable costs on hard-pressed British families,” and that “we’re not going to save the planet by bankrupting the British people.” It’s almost as if he reads Doomberg. A perusal of 30 years’ worth of UK inflation data contextualizes Sunak’s newfound appreciation for physics:
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The UK’s walk back from the cliff was followed swiftly by a similar retrenchment on the part of Sweden’s ruling party and comes on the heels of Canada’s reacceptance of nuclear power, the Biden administration’s active management of the oil markets with the expressed intent of lowering prices, the rightward tilt of the German electorate, and angst among the climate alarmists over the upcoming United Nations COP-28 annual gathering. Call us crazy, but we are sensing a pattern.
It was inevitable that the relentless assault against fossil fuels would manifest in economic hardship for the lower and middle classes, and as the Northern Hemisphere heads into winter, it is once again rolling the dice on energy policy. This time the signs of crisis are emerging in a vital commodity that, unlike natural gas, has no substitutes. The market for middle distillates like diesel and heating oil is showing real signs of stress, especially on a seasonally adjusted basis, leaving an opening for our geopolitical opponents to drive a polarizing wedge into our domestic politics.
Might an acute crisis in this all-important but often underappreciated corner of the commodity markets accelerate the demise of the political power held by climate alarmists? Will they go down without a fight, or—as we expect—flame out rather than fade away? Let’s take a tour of the global markets for refined fuels and find out.
We begin with a reminder of the role diesel plays in the proper functioning of a modern economy. Virtually every product consumed in the developed world travels, at some point in its journey from factory to store shelf, in the back of a diesel-powered long haul truck. Freight and passenger rail rely almost exclusively on diesel power. In the US Northeast, many homes are warmed in the winter using heating oil (a product similar in composition to diesel, differing mainly in the level of sulfur and additive packages used to create the final product). Further, more than 40% of the existing passenger car fleet in Europe is equipped with diesel engines, a legacy of fuel efficiency policies in place prior to the popularization of electric vehicles.
None of these applications have ready substitutes, which explains why the price of diesel is a leading indicator of inflationary pressures, and global stocks of this all-important commodity are at dangerously low levels:
“…stocks in all the major consuming regions were severely depleted in August, despite a prolonged slowdown in manufacturing activity and freight movements over the previous year:
U.S. distillate fuel oil inventories were 23 million barrels (-16% or -1.31 standard deviations) below the prior ten-year seasonal average in August.
European distillate inventories were 35 million barrels (-8% or -1.11 standard deviations) below the ten-year seasonal average.
Singapore distillate stocks were more than 3 million barrels (-31% or -1.44 standard deviations) below the ten-year average.”
It is thus understandable that leaders are suddenly worried about how the green energy agenda is impacting their popularity. The five-year chart of US retail diesel prices plotted alongside US Consumer Price Inflation (CPI) data is striking:
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While the price of oil is an important input into the price of diesel, it is not the controlling factor. The true driver of diesel availability—and therefore price—is refining capacity, and a country need not be blessed with an abundance of oil to build out the ability to process it. The US and China have more refining capacity than their domestic markets require, and both participate in the export markets for diesel when it is economically and politically prudent to do so.
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Third on the list of global refiners is Russia and, despite sanctions imposed on Russia’s petroleum sector, the country was the leading exporter of diesel in 2023. We use the past tense deliberately, as Putin shocked the world last week by imposing what amounts to a blanket ban on the export of refined fuels:
“Russia imposed an indefinite ban on the export of diesel and gasoline to most countries, a move that risks disrupting fuel supplies ahead of winter and threatens to exacerbate global shortages. In a government decree signed by Prime Minister Mikhail Mishustin, the Kremlin said Thursday that it would introduce ‘temporary’ restrictions on diesel exports to stabilize fuel prices on the domestic market.
The ban, which came into immediate effect and applies to all countries apart from four former Soviet states, does not have an end date. The countries exempt from the ban include Belarus, Kazakhstan, Armenia and Kyrgyzstan, all of which are members of the Moscow-led Eurasian Economic Union.”
Although the move was ostensibly done to beat back the forces of inflation domestically, Putin undoubtedly lays the blame for Russia’s economic struggles on the historic sanctions being levied against his country. As we have long warned, Putin holds valuable energy cards he can and will play in response, and this move should hardly be viewed as benign. Despite subsequently tweaking the ban, the important components of it remain in place, and the full impact on global fuel prices is yet to be felt. The ban is so dramatic that one gets the sense that market participants do not believe it will take hold. Whether it does or not, these events are a reminder of how power is wielded in the energy markets.
For a flagrant display of impotence in this regard, we turn to France, a significant net importer of both oil and refined fuels. The country has a long history of being rocked by nationwide protests when fuel prices get out of hand. In one of the most remarkable gambits ever observed, French President Emmanuel Macron recently demonstrated a total lack of knowledge of how the international energy markets work. Read it for yourself:
“French President Emmanuel Macron said he will push the country’s oil sector to sell gasoline and diesel at cost as the government seeks to mitigate the impact of surging prices for households without spending vast sums of public money.
France has put on hold previous plans to allow gas stations to sell at a loss amid pushback from small operators. Macron said he would keep that as a threat, however, when Prime Minister Elisabeth Borne meets with all players in the sector this week to demand greater transparency on margins and request they sell at cost.”
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Je proteste! | Benoît Tessier/Reuters
Astonishingly, Macron seems to believe he can dictate the price of fuel, as though international players have no other outlets for their valuable products. Unlike his peer in the UK, Macron seems ready to risk his political fortune at the altar of climate change:
“Last year, the government provided blanket subsidies at a huge cost to public finances. Macron dismissed reinstating those discounts and also said the government cannot afford to cut taxes on diesel and gasoline if it is to continue financing the green transition and the welfare state.”
As the reality begotten by climate policies causes some on the soft left to embark on a strategic retreat, hard left climate alarmists are in full-blown panic mode. Fresh off his attempt to reframe climate change as “global boiling,” United Nations Secretary General Antonio Guterres kicked off a climate summit last week with unhinged hysterics, boldly declaring, “Humanity has opened the gates to hell.” As we predicted in “It Was Never About Emissions,” the Guterres crowd is steadfastly opposed to carbon capture and sequestration technologies, proactively shifting the focus away from reducing emissions and toward eliminating the burning of fossil fuels altogether.
With COP-28 approaching, quivering under the fresh sting of their weakening political power, expect the hard left’s hyperbolic rhetoric and ugly protests to accelerate. Meanwhile, the stark reality of trade-offs will force leaders and individuals alike to select between the Sunak camp (the “soft left backpedal”) and Macron camp (the “hard left double-down”). We suspect we know which way most will choose, and while we’ll certainly enjoy observing the spectacle from afar, we’ll also be keeping a close eye on the most important chart in the world:
The price of diesel.
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