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Brent is trading this 
morning at $111.51, 
up $3.58 and WTI is 
trading up $3.59 at 
$108.29. This time 
last year we were 
looking at the world 
slowly coming out 
of a pandemic, or at 
least being on the 
path to that, and we 
were moaning about 
big boats stuck in 
the Suez Canal and 
what effect that 
would have on the 
delivery of consumer 
goods. Then I look 
at where the world 
is today, and those 
stories are nothing 
short of material. 

Crude in the triple 
digits would have 
been laughed out of 
the room this time last 
year (we were trading 
at around $64) 
but looking at the 
state of the supply/
demand balance in 

the oil market right 
now, $111.51 for a 
barrel of crude oil 
looks pretty cheap. 
With all commodity 
prices surging with 
the potential global 
embargo on imports 
from Russia, one 
cannot argue that the 
price of just about 
everything, is going 
to increase big time. 
“European Union 
governments will 
consider whether 
to impose an oil 
embargo on Russia 
over its invasion of 
Ukraine as they gather 
this week with US 
President Joe Biden 

for a series of summits 
designed to harden 
the West’s response 
to Moscow”. That 
sentence pretty much 
sums up everything 
right now, and this is 
being reflected in oil 
trading this morning. 
What does this week 
have in store for oil 
markets? I couldn’t 
tell you, but the dip in 
prices last week was 
nothing more than 
profit taking because 
from a physical 
fundamentals point 
of view, the potential 
of supply deficits is 
becoming ever more a 
reality.

BY MATT STANLEY
DIRECTOR

STAR FUELS 

1. OIL CLIMBS ON PRESSURE FROM UKRAINE CONFLICT, TIGHT MARKET
2. SAUDI ARAMCO RAMPS UP INVESTMENT TO BOOST PRODUCTION
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5. EU TO MULL RUSSIAN OIL EMBARGO WITH BIDEN SET TO JOIN TALKS
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8. THERE’S NOT ENOUGH GAS TO GO AROUND
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• EU’S PHASE-OUT OF RUSSIAN ENERGY OVER UKRAINE COULD MEAN OPPORTUNITY FOR AFRICAN COUNTRIES
• 10MN HAVE FLED THEIR HOMES IN UKRAINE FOLLOWING THE WAR, SAYS UN
• UKRAINE CRISIS: WHY AFGHANISTAN WILL BE AT THE HEART OF NEW PROXY WARS
• MARIUPOL: UKRAINE REJECTS RUSSIAN OFFER TO SURRENDER PORT CITY
• CHINA SENDS MILLIONS MORE INTO LOCKDOWN TO CURB OMICRON COVID-19 VARIANT

https://www.channelnewsasia.com/business/oil-climbs-pressure-ukraine-conflict-tight-market-2576461#:~:text=Oil%20prices%20jumped%20%242%20on,quotas%20under%20a%20supply%20agreement
https://www.bbc.com/news/business-60812330
https://www.dw.com/en/qatar-to-help-germany-cut-reliance-on-russian-gas-says-minister/a-61191584
https://www.arabnews.com/node/2046321/business-economy
https://www.reuters.com/world/europe/eu-mull-russian-oil-embargo-with-biden-set-join-talks-2022-03-21/?s=08
https://english.alarabiya.net/News/gulf/2022/03/20/Saudi-Aramco-says-no-impact-on-supplies-after-Houthi-attacks-on-facilities
https://www.bloomberg.com/news/articles/2022-03-20/china-will-work-to-de-escalate-war-in-ukraine-ambassador-says
https://www.energyflux.news/p/theres-not-enough-gas-to-go-around?s=r
https://money.usnews.com/investing/news/articles/2022-03-20/saudi-arabia-is-chinas-top-crude-supplier-again-as-russian-oil-falls-9#:~:text=March%2020%2C%202022%2C%20at%207%3A31%20a.m.&text=BEIJING%20(Reuters)%20%2D%20Saudi%20Arabia,refiners%20to%20scale%20back%20purchases
https://www.latestly.com/socially/world/indian-bulk-diesel-buyers-rush-to-secure-supplies-from-cheaper-retail-outlets-latest-tweet-by-reuters-3493921.html
https://www.washingtonpost.com/world/2022/03/20/europe-russia-africa-energy/?utm_medium=social&utm_source=twitter&utm_campaign=wp_main&s=08
https://www.ndtv.com/world-news/russia-ukraine-war-10-million-have-fled-their-homes-in-ukraine-following-war-says-un-2832776
https://www.scmp.com/comment/opinion/article/3170832/ukraine-crisis-heats-cold-war-rivalries-expect-afghanistan-be-heart?utm_source=Twitter&utm_medium=share_widget&utm_campaign=3170832
https://www.bbc.com/news/world-europe-60816885?xtor=AL-72-%5Bpartner%5D-%5Bbbc.news.twitter%5D-%5Bheadline%5D-%5Bnews%5D-%5Bbizdev%5D-%5Bisapi%5D&at_medium=custom7&at_custom2=twitter&at_custom4=1DE2C30E-A8B5-11EC-AE50-65FF4744363C&at_custom3=%40BBCWorld&at_campaign=64&at_custom1=%5Bpost%20type%5D&s=08
https://english.alarabiya.net/coronavirus/2022/03/20/China-sends-millions-more-into-lockdown-to-curb-omicron-COVID-19-variant-
https://twitter.com/gulf_intel/status/1505865815895199746?s=20&t=N-VN1Cm_NHvUmn0F0OZz9g
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Financial sanctions have taken the ammunition away from Fortress Russia.
It has no choice now but to sell its energy. But the sanctions are also creating so much uncertainty that people are 
simply refusing to buy Russian oil – with no correspondent banks, no letters of credit, no cargo insurance - so this 
will lead to a general increase in the price. Eventually, energy sanctions will also have to be implemented because 
markets will find a way to work around this uncertainty. For now, we don’t have a one size fits all energy sanctions 
strategy. We have the US banning imports of all Russian energy, the UK banning gas but not oil, and the EU saying it 
will cut gas imports to two thirds. The question is whether these commitments will have follow through and whether 
they will backfire in the form of price increases, damaging the economies of sanctioning countries. 

Is this market more fragile to demand destruction or supply? 
I don’t share the view of a big supply disruption and ever rising oil prices. When the invasion started, oil prices were 
in a much better place than gas, with the price of European gas equivalent to $600 per barrel oil, three times the 
average of last year. Inflation and efficiencies also mean that $100 oil today is not what it was ten years ago. Every 
year, we can produce the same global GDP as the last year, with 2 million bd less. High prices from 2011 to 2013 didn’t 
cause a recession, and oil was about $150 in today’s prices. So, from a simplistic view, $100 is not as shocking as it 
looks, and that’s also what OPEC+ is thinking. We also have safety valves from sanctioned oil in Iran and Venezuela, 
which could free up more supply and an SPR of an additional one million barrels per day for 1500 days. So, oil seems 
to be plentiful. However, the demand side is concerning because of China’s Covid lockdown, US interest rate hikes, 
and Europe being subject to all sorts of bottlenecks and constraints, in addition to a refugee crisis that will add to 
potential unemployment problems. 

Where does China’s stance go from here on the Russian invasion?
It will stick with Russia officially, but keep its cards close to its chest, continuing to push the envelope, but keep the 
situation from boiling, and it’s in a good position to do this. China will continue to focus inwardly on getting President 
Xi into his third term and be prepared to pay an economic price for it. 

How long can Russia hold out economically?
Nobody should underestimate the capacity of Russia’s economy and of its people to withstand pressures much 
higher than what they’re facing already. There is a substantial core which will rally around their leadership, and so 
we should not expect an Orange revolution. The conflict in the Ukraine looks like it will be scaled down and literally 
frozen. I don’t see an end game other than a demarcation line and some sort of buffer state in the middle, which 
would probably make Russia happy. It’s not pretty but it’s stable. 

“Oil Market isn’t 
worried about 

demand destruction!”

“Will European 
Union sanction 
Russian oil?”
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JOIN US NEXT TOMORROW

•

Do you expect China to 
cross Biden’s red line 

in providing “material” 
support to Russia’s war 

effort in Ukraine?

62%
Yes

38%
No
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