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2020 is an unprecedented time, with COVID-19 having an immediate and significant impact on all aspects of the energy sector – oil 
and gas, electricity, emissions, and mobility. While the sudden effects may be a flash in the pan as the world returns to normalcy, 

COVID-19 will undoubtedly catalyze the energy transition, as it provided stakeholders a snapshot into the future of demand.

In the full report, the Lux Energy Team highlights the near-term impacts of COVID-19, evaluates the ramifications 
it has on our 2020 predictions, and anticipates disruptive changes to the global energy transition going forward. 
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In January, the Lux Energy Team revealed four new 
storylines for the Owning the Energy Transition program –
Evolution of Energy Networks, Decarbonization of Industry, 
Optimal Use of Resources, and Future Energy for Mobility. 

In addition, a series of predictions for the year were made 
by the team relating to industry trends, technology 
developments, and major milestones. With the significant 
impact COVID-19 has had on the energy sector so far, it is 
pertinent that we use this midterm update to evaluate the 
ramifications COVID-19 has had or will have on the four 
key storylines and their respective predictions.

For each prediction, you will find the following details:

2020 COVID-19 UPDATE

Revisiting the 2020 energy storylines and predictions
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Original 2020 Prediction: Analysts’ original 2020 prediction on a 
key trend, technology development, or major milestone.

Status of 2020 Prediction: Description of projects and/or 
developments supporting the progress of the original prediction.

3 Impacts of COVID-19: Analysts’ take on how COVID-19 will 
directly impact this prediction moving forward.

https://www.luxresearchinc.com/the-evolving-energy-story-ebook
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2020 COVID-19 UPDATE

Evolution of Energy Networks
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COVID-19 exposed the vulnerabilities of the industry to 
dramatic changes in demand. This was a major stress test for 
from both a financial and technology perspective and 
highlighted the risks of disruption to our energy infrastructure 
and supply chain. While the situation will return to business as 
usual within the year, the pandemic provided a preview of the 
future of the global energy landscape – notably reduced oil 
and gas demand, and greater supply of solar and wind energy 
on the grid – a new norm the industry was clearly not 
prepared for. 

In response to the shock of COVID-19, countries and 
companies will diversify their business operations more 
aggressively to avoid underutilized and eventually stranded 
assets. The preview of the future of energy shows how to 
capitalized on the opportunities provided by increased 
renewable generation, both at home and overseas.

LUX TAKE
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Highview Power’s liquefied air energy storage pilot system 
outside London.

(Source: Highview Power)
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Large-scale, long-duration 
energy storage will pass 3 
GWh in total installations.

Despite the very early stage of 
long-duration energy storage, at 
least 642 MWh of projects with 
durations greater than four hours 
have been contracted in the first 
half of 2020 by Highview Power, 
Form Energy, and AES Distributed 
Energy.

If we consider four-hour systems, 
then our 3 GWh prediction was 
already exceeded by procurements 
by Hawaii Electric Company and 
Southern California Edison alone.

Long-duration 
energy storage
Tim Grejtak
Analyst

COVID-19 brought the dire need 
for energy storage into stark relief 
as electricity demand dropped due 
to lockdown measures and 
renewable energy suddenly made 
up a very high percentage of the 
grid, leading to record curtailment. 

This has been a preview of what is 
expected 10 years from now as 
wind and solar become larger 
fractions of generation capacity 
and utilities invest heavily in 
energy storage to manage 
overgeneration. The long-duration 
energy storage investments and 
project developments witnessed in 
the first half of 2020 are just the 
beginning, and COVID-19 has only 
added urgency. 
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Decarbonization of Industry
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The industrial sector is the last frontier for global carbon 
neutrality, and industrial decarbonization is a decades-long 
initiative. COVID-19 may have momentarily shifted the political 
discourse away from climate change, but the industrial sector 
will not escape the looming threat of regulatory constraints –
most countries are moving forward with their carbon neutrality 
endeavors. and some are keen to use the crisis as a once-in-a-
lifetime opportunity to kick-start the green transformation of 
their local industries.

Companies that will successfully emerge from this crisis are 
those that can skillfully re-allocate resources to deal with 
the near-term impact of COVID-19 while recognizing that 
carbon neutrality is inevitable. Investment in low-carbon 
projects will likely be consolidated into a pool of proven 
technologies as companies become less risk-averse. 

LUX TAKE
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Germany’s Federal Minister of Education and Research, 
Anja Karliczek, at the June 10, 2020 news conference on 

the German government’s hydrogen strategy.
(Source: Reuters)
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Regulatory pressure for 
decarbonization will intensify 
for the industrial sector. 

Countries are forging ahead with 
the implementation of key 
regulatory frameworks for 
decarbonization of industry, 
despite COVID-19 – both Germany 
and Portugal announced billion-
dollar hydrogen strategy plans in 
June 2020, with more countries 
expected to follow. As 
governments worldwide wrangle 
over post-COVID stimulus 
packages, measures promoting 
decarbonization will feature highly 
in many discussions. 

Regulations hit 
industry
Arij van Berkel
Research Director

COVID-19 has momentarily taken 
the spotlight away from the 
climate change discourse, but the 
crisis is just a blip when industrial 
decarbonization roadmaps operate 
on a timeline of three to five 
decades. 

The full impact of COVID-19 on 
the industry remains to be 
assessed, but major industrial 
emitters are reinforcing their 
commitment to carbon neutrality. 
With the likelihood that post-
COVID stimulus packages will 
have “green” constraints attached 
to them, industrial emitters will 
likely redouble decarbonization 
efforts in the midterm so as to 
benefit from offered financial 
incentives. 
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Optimal Use of Resources
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Globalization has played a key role in the energy transition, 
from manufacturing hubs for batteries and solar panels to 
international collaboration and technology transfer. However, 
the aftermath of COVID-19 is likely to shake the economic 
fabric as countries seek to rely on local systems and be self-
sufficient. The major trend of improving resiliency in the post-
COVID future will make the optimal use of domestic resources 
an even greater priority as countries seek energy 
independence and security while still maintaining progress 
toward decarbonization.

Energy security has always been a critical agenda item for 
many nations, and in a post-COVID future, countries will 
undoubtedly look toward utilizing as much of their natural 
resources as possible and increase domestic expertise 
across the entire value chain. Look for post-COVID stimulus 
plans to drive a more self-reliant and decarbonized energy 
outlook. 

LUX TAKE
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Mary Barra, CEO of GM, and Shin Hak-Cheol, Vice 
Chairman of LG Chem 
(Source: LG Chem)
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Securing upstream supply 
chains for EVs will become a 
critical issue for growth.

There is still a potential 1,600 ktpa
supply gap for battery-quality 
lithium by 2035. We originally 
expected more automakers to 
fortify their supply chains with 
long-term deals in 2020, but the 
disruption of COVID-19 will likely 
reverberate throughout the entire 
Li-ion supply chain, in the near 
term with delayed mining capacity 
expansions and stalled EV sales 
and in the long term as supply 
crunch of raw materials 
impact automaker EV strategies.

Lithium supply 
chain
Chloe Herrera
Research Associate

Due to governments’ concerns 
regarding China’s influential 
presence in the Li-ion battery 
value chain, policymakers have 
been strategically working toward 
establishing local resilience since 
years before COVID-19; the event 
only amplifies and accelerates this 
trend. 

Domestic development will largely 
center around cathode and cell 
manufacturing, as China holds 
major stakes in the world’s largest 
lithium and cobalt resources. The 
impact of COVID-19 will have 
long-term effects; expect more 
governments to announce policies 
to build out mining (when 
possible), manufacturing, and 
recycling capabilities.
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Future Energy for Mobility
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COVID-19 had an immediate impact on mobility, and that is 
the most noticeable effect on modern life at the moment. As 
the world sheltered in place, demand cratered in the aviation, 
marine, and automotive sectors – creating an immediate 
reduction in emissions and improved air quality. 
Decarbonization initiatives in the transportation sector are 
closely tied to regulatory bodies, and most around the world 
are broadly showing an unwillingness to relax current 
emissions laws while offering larger incentives for zero-
emission vehicles in the automotive sector.

Demand for mobility will likely see a downturn in the long 
term due to COVID-19 as more people work from home and 
replace work travel with virtual meetings, but the magnitude 
of that shift remains very much unclear. What is clear, 
however, is that the push to reduce and eliminate emissions 
from the transportation sector has not been impacted.

LUX TAKE
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Bye Aerospace’s eFlyer 2 test aircraft. 
(Source: Bye Aerospace)
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The FAA will grant the first 
certifications for small fixed-
wing electric aircraft. 

In January, the FAA’s Jay Merkle 
noted that six different aircraft 
were “well along” in pursuing 
certification under FAA Part 23 –
standards for airworthiness.  So 
far, no aircraft has been certified, 
and disruptions from COVID-19 
are likely to push back timelines 
for many companies. Eviation is 
targeting 2021 or 2022, while Bye 
Aerospace and Ampaire both 
remain confident in being the first 
to be certified in the U.S.

Small electric 
aircraft
Chad Goldberg
Research Associate

In the wake of major disruptions 
to the aviation industry due to 
COVID-19, priorities have shifted 
toward near-term financial health. 
Cutbacks and delays on resource-
intensive development projects are 
expected. Despite the setback, 
electrification efforts from the 
industry will continue, but only 
when there is more stability in the 
market. 

This delay will unlikely have a 
lasting impact on the electric 
aviation space, with current 
developments only in the early 
stages of a lengthy process toward 
commercialization and the industry 
continuing to press forward with 
its decarbonization efforts.
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COVID-19 CONSEQUENCES

The near-, mid-, and long-term consequences of COVID-19 
on the energy sector
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COVID-19 Consequences

Near-term: 2020 Midterm: 2025 Long-term: 2030

Oil and Gas: Significant cuts in capital 
spending and investments as the industry 
mulls its future financial strategy.

Oil and Gas: Decommissioning of high 
breakeven price assets due to low oil 
prices and fear of underutilization.

Oil and Gas: Potentially less investment 
in the electricity sector by the oil and gas 
industry.

Electricity: Urgent need for remote 
operations boosts innovations in 
digitalization and automation.

Electricity: Accelerated investment in 
energy storage and more resilient power 
generation projects.

Electricity: No significant impact on 
transition to renewables, but may result 
in a favorable shift toward utilities.

Emissions: Drop in CO2 emissions and 
improvement in air quality further 
catalyze demand for decarbonization.

Emissions: CO2 emissions to increase 
significantly due to pent-up demand and 
return to their previous trajectory. 

Emissions: Decarbonization efforts from 
post-COVID recovery plans will lead to 
reduction in CO2 emissions.

Mobility: Steep drop in road traffic, as 
lockdown measures are unlikely to be 
fully lifted within the year.

Mobility: Aviation traffic will ramp up to 
previous levels, though likely at a lower 
growth rate. 

Mobility: Ride-sharing accelerates as 
vehicle ownership becomes less common 
with new working norms.
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Many have labeled COVID-19 a black swan event. Undoubtedly, it came 
about unexpectedly and has had a severe impact on every aspect of life 
across the world. But for the energy industry, not so much – this has 
been a white swan event. Were there major effects? Absolutely. The 
decrease in oil demand, high penetration of renewables, and reduction 
of CO2 emissions threw the industry into unprecedented times. But was 
it a surprise? No. These impacts are a glimpse into what the energy 
transition has projected to occur for several years and is a reality many 
countries and companies are working toward. 

The temporary changes have served as a good stress test, providing a 
preview of the more permanent challenges the industry will face in the 
next decade. Companies must learn from this period to make 
themselves more resilient in the energy transition. At the same time, 
countries currently planning their post-COVID recovery must capitalize 
on the opportunity and accelerate the energy transition, ensuring 
improved resiliency and greater agility and insulating themselves from 
the macroeconomic impacts of the volatile conventional energy sector. 
With the potential of trillions of dollars directed toward low- and zero-
carbon energy infrastructure, clients must prepare to align their 
corporate strategy to capitalize on what will likely be an acceleration of 
the energy transition in the years to come.

POST-COVID RECOVERY

White Swan Event
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