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Brent is trading down 0.67 at 
$89.29/bl this morning and WTI 
is trading at $86.70/bl down 0.65. 
Define irony. A Wall Street banker 
being interviewed about financial 
results stating COVID is in the 
rear-view mirror whilst working 
from home. Because of COVID. It 
is quite an extraordinary world we 
find ourselves in right now. The oil 
market now has so many moving 
parts to it that I feel like I work in a 
LEGO factory (other children’s toys 
are available). Brent touched $90/bl 
yesterday, a feat not seen since the 
13th October 2014. Goldman Sachs 
yesterday said that “…expectations 
of a limited disruption to energy 
flows despite tensions between 
Russia and Ukraine. Furthermore, 
an impact from a possible oil or gas 
pipeline outage in Ukraine should 
be modest because Russia can 
reroute flows away from Ukraine 
and use other pipelines instead”. 
This was always the case to be 
honest, but as is the way of an oil 

bull he or she will ignore any of that 
realistic nonsense and jolly well buy 
the fact that it adds to the “supply 
disruption” argument. Over the 
pond and we had EIA data out last 
night which showed builds on crude 
and gasoline stocks and draws on 
distillates. Gasoline stocks are now 

at the highest since February 2021. 
Ignore that though. Once again 
however, the distillate side of the 
barrel is proving to be performing 
really rather splendidly, with stocks 
drawing over 4mn bbls on the back 
of exports picking up as demand 
continues to draw in from Latin 
America. What the market was really 
focused on yesterday was Jerome 
Powell and the first FOMC meeting 
of 2022 - “The committee is of a 
mind to raise the federal funds rate 
at the March meeting assuming that 
the conditions are appropriate for 
doing so,” said Powell. This is the 
one part that caught my attention 
though - Powell was explicit on one 
key point: that with inflation high 
and for now apparently getting 
worse, the Fed this year plans to 
steadily clamp down on credit and 
end the extraordinary support it has 
provided to the U.S. economy during 
the coronavirus pandemic. Basically, 
that’s an “Oi lads! And you ladies 
too. Get in here! The party is over!”. 

Let’s see how that pans out - doesn’t 
sound like things are particularly 
“transitory” Mr Powell. Back over 
the pond again, wow I’m like a water 
boatman today. To me the real 
story about Russia/Ukraine tensions 
centres around wheat, check this out 
“In the case of an invasion and an 
extreme retaliatory blanket embargo 
on Russia and occupied Ukraine, the 
international market will be deprived 
from the largest and the third largest 
wheat exporter in the world (not 
counting the EU as a block). In a 
relatively short time, a huge amount 
of wheat could be removed from 
the international market. Russia 
is exporting 35mmt and Ukraine 
24mmt in the current season. The 
combined of 59mmt is equivalent to 
a massive 29% of global exports.”. 
Thanks to Rabo Bank for that. 
Hmmm. Doesn’t help the inflationary 
argument, does it? Like I said, lots of 
moving parts, try and concentrate 
on one if you can though. Good day.
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*Paraphrased comments

Does Europe have a gas supply contingency if the Russia Ukraine issue escalates?
Europe’s imported gas volumes from Russia are huge and cannot just be replaced from one 
day to the next. But unless there is a full-blown war, the impact on gas imports to Europe 
from this conflict are small. The gas coming through Ukraine is about a quarter of what it 
used to be. Germany especially depends on Russian gas, so they don’t want to overreact 
and take a stance and cause problems unnecessarily. In the end, Putin is posturing, and 
he will get some concessions from the US. The economic consequence to Russia would be 
devastating if he does anything serious. He has Crimea and Ukraine is not being brought 
into the NATO fold, so why should he escalate the whole thing and incur huge penalties? I 
see Nord Stream two being approved by the summer and easing the gas crisis in Europe. 
Part of the recent energy crisis has been caused by too much reliance on renewables and 
shutting down coal and nuclear plants. Europe is now introducing gas and nuclear power 
back into its taxonomy, so it’s admitting that gas is part of the equation for now, and that 
includes supplies from Russia.  

Outlook for energy demand this year?
Omicron has proven to be short lived. The UK has removed all restrictions and some other 
European countries are following suit. That will boost demand faster than many people 
expected. Another factor is that China is easing its monetary policy, reducing rates, and 
that is also going to have at least a short-term effect of increasing oil demand, while supply 
remains tight for the time being. 
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