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“Russian Crude Oil with Big Discount
will be Picked up by Asian Buyers” 

The $140 oil price that 
we saw last week was not 
sustainable. During the first 
two weeks of the Russian 
invasion of Ukraine, the 
market was looking for some 
foundation on which to rest 
where prices should be. I 

same sense of reputation risk 
- particularly buyers from the 
East - will take these cargoes. 
And that’s where OPEC’s 
head is – it’s looking at the 
market fundamentals that 
were outlined prior to the war, 
which was an anticipation of 
stock builds from the second 
quarter all the way through 
to the end of 2023. That 
suggests weak fundamentals, a 
bearish outlook and downward 
pressure on prices. Another 
aspect which gives the market 
pause is anticipation of a deal 
with Iran that could bring back 
one million bd or more, very 
quickly, and probably volumes 
far higher than in 2015 and 

2016. The Iranians have been 
placing barrels close to market 
for a few months. Demand 
is the other factor – the IEA 
has revised demand growth 
forecasts from 3.3 million bd 
to almost two million bd. Add 
to that worries about Covid in 
China, high commodity prices, 
and interest rates rising, and 
the spillover effect on growth 
globally will be a further drag. 
Under those circumstances, it’s 
more difficult to paint a picture 
of bullishness with absolute 
certainty, and we now have a 
market hedging around $100, 
as it waits to see what unfolds 
next. 

think it found that towards 
the end of last week and the 
volatility then started to seep 
out. Furthermore, oil markets 
are fungible. It’s not sanctions 
that are getting in the way of 
calming oil and gas prices – it’s 
self-sanctioning by Western 
buyers. The notion that you’ve 
got 1.5 million bd of crude and 
a million bd or more of product, 
necessarily being taken out 
of the market by sanctions, is 
too absolute a view. Russian 
Urals crude, which was trading 
at $65 a barrel this week, is 
going to be picked up. There 
are traders who, once they 
get through the compliance 
risk and who don’t have the 

Dr. Raad Alkadiri, Managing Director, Energy, Climate & Resources, Eurasia Group
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*Paraphrased comments

The spectrum of sentiment in the oil market today implies further volatility.
There’s uncertainty on energy markets and on the macro level across the board. The market 
welcomed the Fed decision this week to increase rates by 0.25% and was reassured by comments 
that the US economy can sustain further rate rises this year without falling into recession. But at the 
same time, we saw the IEA warning of dire consequences for the oil market because of a potential 
loss of almost three million barrels a day of Russian oil exports. And a day earlier, OPEC reiterated 
its view that everything is fine, despite uncertainties on Chinese demand and geopolitical risks. 
It will be interesting to see what the IMF publishes in April on its outlook for global economic 
growth. It had already downgraded its forecasts for the major economies back in January before 
the Russia invasion. So, while there’s a lot of uncertainty in the oil market, the real wild card is the 
macroeconomic outlook and how that will spillover into oil demand.

Russia Ukraine war repercussions hitting critical food security 
It’s very unusual that wars at this scale can end with a switch of a button or a handshake. Even if 
a peace agreement is reached today, there will always be pockets of resistance. The longer the 
war drags on, the more the negative implications will be on the global economy, on geopolitics 
and on energy markets. And this conflict is happening between two important producers, the 
repercussions of which stretch beyond oil and gas exports. They touch an even more important 
aspect, that is food security. The longer these important supplies are disrupted, the more we’re 
going to see spillovers into countries and economies that are, at the moment, not on the map in 
terms of being directly affected by the conflict. 
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“South American states 
are showing some division 

in reaction to Russia’s 
invasion of Ukraine”

“Russia’s war in Ukraine 
has all the hallmarks 
of a longterm frozen 

conflict”
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•

Can Putin be 
rehabilitated into 

international community 
after Biden labeled him a 

“War Criminal”?

36%
Yes

64%
No


