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Good afternoon Matthew, we’ve come back to talk to you again about the energy problems which the world is soon to face, and in particular the way that the energy crunch will start to dismantle the global economy
So, the vast majority of the heavy lifting in the global economy is done by oil based energy. There are some exceptions but not many

So the scenario is that for some reason, beyond mankind’s ability to rectify, the supply of oil based fuels is interrupted. So what is the immediate effect? Well of course the immediate effect is the price for a barrel of oil will spike; there will be queues at the pumps; there will be a global scramble to secure supply
All of these are a given, and they’ve happened before in the 1970’s; this time round it will be different. Let us just paint a picture for you for a moment because this is interesting

The globalised nature of the world economy is the Achilles heel in this instance, because this scramble for supply - for more expensive supplies of oil - will necessarily mean that some nations and some corporations will not get what they need

Others will be able to steal a march on their rivals and hoard some, thinking of course that they are getting ahead in the process. But the whole global economy, for its successful operation, depends upon relatively equal access to sensibly priced energy, in this case oil-based energy. And when access is impacted in this way, then all sorts of things start to go wrong
For example in your country Matthew you have an automobile manufacturer, and the company sources its components from all across the globe. It may only source a small percentage of parts from a nation which finds itself short of energy, but in this instance if that nation is unable to produce that component, then this will stop production at the UK based plant. Automobiles won’t be able to be shipped, because they can’t be finished
This type of problem will happen at many thousands of factories and manufacturing sites across the globe

So we’re not going to try to give any particular instance of where this is going to happen, but we’re trying to paint the picture where the global economy is again slowly dismantled, due to its highly complicated interdependent nature

If the oil is not available to produce one of these components, and if the energy is not available to ship these components, then you can see how this situation will start to undermine the health of the global economy

It’s a terrible pun, but if all the cogs of the global economy are not oiled, then eventually the machine will start to malfunction; this is exactly what will happen

Of course this won’t happen overnight. There won’t be a sudden shock which brings the whole economy to a shuddering halt; that would be counterproductive. This again is going to be a slow drip drip drip

But you can see how if the interruption to supply should occur a second and a third time, which it will, by this time the patchwork of dependency on various nations across the world for components will be in chaos

This supply chain will have broken down, and the many thousands of products will be unable to be produced. The knock-on effects here are enormous on the GDP of the country; on the employment of the country; on all sorts of aspects
So this is just another example of how the energy shock is going to feed into the dismantling or deconstruction of the current global economy

We hope you find this useful, a very good afternoon
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