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Brent is trading this 
morning up $11.31 at 
$129.40 and WTI is 
trading at $125.76, up 
$10.08. Here we are, in 
a world that is coming 
out of a 2 year long 
pandemic and facing 
the worst crisis since 
the Second World War. 
Brent traded up to 
$139.13 this morning 
and has now “settled” 
at around $130 per 
barrel. The reason 
for such a spike this 
morning? Well, it 
really was a case of 
“Blinken you’ll miss it” 
with US Secretary of 
State Antony Blinken 
saying that he is 
working with EU allies 
to look at banning 

Russian oil imports. I 
mentioned last week 
that whilst there have 
been no official bans 
on Russian energy, the 
world is slowly but 
surely turning its back 
on Russia as nobody 
wants to end up with 
a cargo of distressed 

Russian oil, so arguably, 
by default, the world 
has taken it upon itself 
to stop trading Russian 
oil. Is the discussion 
now being had on how 
to replace Russian 
oil? According to a 
recent report from 
Kpler, 19% of global 
fuel oil exports come 
from Russia. Fuel oil 
is the primary bunker 
grade that the worlds 
shipping fleet uses. If 
Russian oil exports are 
banned, how is that 
supply going to be 
replaced? The simple 
answer is - it can’t. 
Hence why prices are 
gapping up so much 
every day. It’s not just 
oil. Look at wheat 

futures - they have 
opened every day 
for the last four and 
have immediately hit 
limit up, which means 
the market closes. 
Wheat is up 30% 
this year so far. Then 
we have things like 
potash and phosphate, 
key components in 
fertilisers. Half of 
global food production 
gets food as a result 
of fertilisers. To put 
it simply, I would say 
the world is in a crisis 
on more or less, all 
commodities. $130 
oil? I said $100 looked 
cheap this time a week 
ago. I think $130 could 
look very cheap, very 
soon
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https://www.bnnbloomberg.ca/brent-oil-soars-above-135-on-fears-over-tightening-market-1.1733384
https://www.energyintel.com/0000017f-5053-dca3-a77f-f6f3287e0000
https://abcnews.go.com/International/wireStory/libya-oil-production-falls-crucial-fields-shut-83283515
https://www.france24.com/en/live-news/20220306-us-europe-mulling-bans-on-russian-oil-imports-blinken-says
https://www.theguardian.com/world/2022/mar/06/iran-nuclear-talks-rocked-by-russian-demand-for-sanctions-exemption
https://www.smh.com.au/business/markets/china-just-set-its-lowest-target-for-economic-growth-in-30-years-it-still-looks-ambitious-20220307-p5a2bc.html
https://www.jpost.com/international/article-700492
https://www.axios.com/biden-saudi-trip-oil-b7a91070-8045-4155-9120-a35d59fd7603.html?s=08
https://www.science.org/content/article/china-quietly-plans-pivot-zero-covid
https://nationalpost.com/pmn/news-pmn/russia-says-sovereign-bond-payments-will-depend-on-sanctions
https://www.linkedin.com/pulse/courageous-strategic-creativity-needed-prevent-nuclear-dergham/
https://warontherocks.com/2022/03/chinas-strategic-assessment-of-russia-more-complicated-than-you-think/
https://www.theguardian.com/world/2022/mar/06/us-officials-venezuela-talks-apparent-bid-further-isolate-russia
https://edition.cnn.com/2022/03/05/asia/hong-kong-covid-crisis-intl-hnk-dst/index.html
https://edition.cnn.com/2022/03/05/asia/hong-kong-covid-crisis-intl-hnk-dst/index.html
https://www.rferl.org/a/china-rescue-russia-economy/31737915.html
https://twitter.com/gulf_intel/status/1500740722563194881?s=20&t=fI6jAxVw4V3AmOKteU0GGw
https://twitter.com/gulf_intel/status/1500780801037905921?s=20&t=fI6jAxVw4V3AmOKteU0GGw
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Is Putin vulnerable internally given the precarious economic outlook for Russia? 
‘Fortress Russia’ has been strengthening its economy ever since 2014, when Crimea 
and the two other republics claimed independence. Before the recent invasion, it 
looked like it was in pretty good shape, but obviously now, the Ruble has tanked, 
its stock market has tanked and with the western sanctions on its Central Bank, 
it’s a whole new ballgame. And while energy sanctions have not been imposed, 
there’s a lot of self-sanctioning by those in the Russian market. On the political and 
social front, we’ve seen demonstrations but not as big as in the past. And while 
the Russian oligarchs are annoyed, they can obviously move their money and 
assets around, so that’s not really a huge source of discontent. There are however 
murmurings of Putin becoming increasingly isolated within his circle.

How solid will the China Russian relationship remain? 
Supposedly the China Russian bond has no limits but if you know the Chinese, 
business is business, and politics is politics. They tend to separate the two so they 
may charge Russia a premium for yuan or dollar trades. They will try to make 
Russia a bit less vulnerable, but they will drive a very hard  bargain. China still relies 
on the US and the West for 25% of its trade whereas Russia only accounts for 2%. 
China will try to hedge as fast as it can but it will come under increasing pressure, 
with the Chinese banks not wanting to give out letters of credit. I think we will see 
more of this happening. 
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•

Has the oil market 
already priced in the 
disruption of Russian 

oil regardless of 
sanctions?

51%
Yes

49%
No

Source: GI Research Mar 6th, 2022
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