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Brent is trading this morning down 0.47 
at $96.01/bl and WTI is trading down 
0.53 at $94.93/bl. Tuesday. Yesterday 
was definitely a Boomtown Rats Day 
for me so on to Tuesday we are. Come 
on knock on our door, we’ll be waiting 
for you. Said Brent to $100/bl. Nothing 
to do with Three’s Company of course. 
I said last week that $100/bl oil was no 
longer a discussion, it was an inevitability, 
and this week could very well soon see 
us breach that crucial level. I can’t argue 
with it as well, I mean of course there are 
conflicting headlines about if a diplomatic 
resolution will be or has been reached 
and there are also some quite frankly 
disturbing headlines to the contrary. I am 
not going to use this platform to share 
my thoughts (me? controversial? never) 
but the rhetoric is justifiably causing 
concern and oil markets are reflecting 
this accordingly, hence $100/bl oil. Gas? I 

mean that’s fairly meh to be honest. 
Which is odd considering the amount 
of gas that Russia supplies Europe but 
ignore that, focus on oil. Perhaps this is 
a seasonal thing, perhaps this is down to 
an armada of LNG vessels discharging in 

Northwest Europe but either way, oil is 
front and centre. Now, if we can just put 
that particular behemothic issue to one 
side for a moment, I want to talk about 
the cost of eating. And heating. And 
meeting. All three of these have been in 
the headlines over the last few months 
and they all boil down to one big issue 
the world is faced with. Inflation. The 
guys at Fidelity have issued a fantastic 
article about the rising cost of breakfast. 
Which has increased by 80pct since May 
2017. This down to a combination of the 
increased of orange juice, coffee, sugar, 
milk and a slice of bread. 80pct. That is a 
huge number. Sure, a slice of toast, a flat 
white and bottle of morning OJ is hardly 
the cost of a Gordon Ramsay cooked bowl 
of truffle pasta, but it is something we all 
consume. Not the pasta. Too much truffle, 
the world uses too much truffle. Back to 
breakfast - it’s what this represents, the 

rising price of food - “John Allan, chairman 
of the UK’s biggest grocer Tesco, warned 
at the weekend that while his company 
had managed to keep food price inflation 
in its stores to 1% in the past three months 
shoppers should expect another 5% rise 
by the spring.”. For those on low incomes 
this is going to have an effect. Let’s go to 
heating. Well, we have all been victims of 
this and with oil prices rising 100pct since 
December 2020 things are only going to 
get worse. Meeting? Now, this is a novel 
thing seeing as Covid restrictions are 
being lifted. All three of these points are 
one the market will have an eye on, a very 
close one. But only for a fleeting moment, 
because all eyes are focused on tensions 
in Eastern Europe. Don’t take your eyes off 
the headlines. Good day, and rest of the 
week to all.
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https://www.cnbc.com/2022/02/14/oil-prices-and-russia-ukraine-crisis-ministers-fear-a-return-to-100.html?__source=iosappshare%7Ccom.apple.UIKit.activity.PostToTwitter&s=08
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https://oilprice.com/Latest-Energy-News/World-News/Energy-Is-Now-Europes-Top-Performing-Market-Sector.html?s=08
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Is US shale finally back and will output be pushed higher at these prices? 
Shale is clearly economic at these prices, but the rig count is still a third of what it was in 2014 
when the basins were producing at their maximum. There are companies taking advantage of 
the opportunity today but it’s mostly the bigger players. And the wells in the Permian being 
brought online are those that have already been drilled and not necessarily new activity so it’s not 
companies investing new funds. 

Is it tricky for IOCs to defend investing in the transition while oil revenues remain so high? 
Companies like BP and Shell, which achieved record cashflow positions in Q4, have been quick to 
point out that these profits will be diverted into low carbon technologies and energy diversification 
solutions. However, there is a growing rhetoric, around the European banks like HSBC, Barclays 
and BNP Paribas, that it is acceptable to put money into gas as part of the transition and they are 
supporting the likes of Exxon, BP, Shell and significantly, Saudi Aramco. We’re starting to see the 
financial sector looking at this energy constrained environment - whether that’s gas into Europe or 
in terms of the short-term oil supply, demand imbalance - and moving into gas.

How concerning are these high prices for consumers?
If oil prices go above $100 a barrel, that’s very painful for countries in Europe and for emerging 
economies like India. Perhaps the only country that that sits on the fence of that is the US as a net 
exporter. And while we may get a supply demand balance eventually, the reality is that everybody 
is reacting in the now -. there’s a sort of short- term panic going on. 
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