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It’s Not Wise to Keep Drawing Down on the World’s Last Remaining Spare Oil Capacity
The only two countries in the world that have some spare capacity, are the UAE and 
Saudi Arabia but if we keep pushing them to open 100% of their supply, we may actually 
see those predictions of $300 oil happen. I don’t think it’s strategically a wise decision to 
keep pushing them to open the last drop of oil that’s available to the market. We need 
this little cushion that we still have left to prevent things going out of control. 

The next nine months into the end of the next winter are going to be tough no matter 
what anybody does. I am concerned about the the health of the whole world economy, 
not just the energy sector. These very high levels of energy prices are not good for oil 
and gas producers. What we need is stability in the world economy and reasonable 
energy prices, and $120 or $150 oil is not good for anybody. If Putin decides to retaliate 
and completely stop energy flows to Europe, then Europe will not be able to put enough 
gas in their storage for the next winter and the impact on the rest of the world could be 
disastrous. 

We are already seeing several countries right now – such as Sri Lanka, Bangladesh, 
Pakistan, and many African countries – almost failing because of these very high energy 
prices. Add to that of course the price of wheat - a lot of countries are living on their 
strategic reserves and when that runs out, things are going to get uglier. So, it’s imperative 
that this war in the Ukraine stops as soon as possible. 

Europe has made it very clear that they don’t want to depend on Russian energy supplies 
in the future so for the rest of the year, if anything, I expect things will probably get worse 
and energy prices will go higher or at least stay where they are, with an average range 
for Brent around $120 for the second half. For now, oil supply is still meeting demand but 
that could change as we’re pretty much on the edge. 
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