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Opinion Julian Lee

Russian Oil Producers Feel the Heat:
Elements by Julian Lee
US price cap raises pressure on companies to oﬀer discounted crude.
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Hi, I’m Julian Lee with today’s edition of Elements,
Bloomberg’s new energy and commodities newsletter. We
bring you a daily mix of commentary from Bloomberg

Share this article

Opinion writers and the best of our market-leading news
coverage. We hope you’re enjoying it, and if you haven’t yet

Follow the authors

signed up to get it direct into your inbox, you can do
that here.
Today’s Take: Capping Russia’s Oil Revenues
The US administration is pushing ahead with a plan to
limit the Kremlin’s revenues from oil exports by imposing
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a price cap on Russia’s overseas shipments. The idea is
far from garnering support from Moscow’s biggest
customers in Asia, but it is focusing minds in the oil
companies whose sales are at risk.
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US Deputy Treasury Secretary Wally Adeyemo is visiting
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India this week, where the price cap will be one of

Open

several topics for discussion. But he’s more likely to hear
about New Delhi’s reservations than to pick up another
ally. India has emerged as the savior of Russian crude
exports shunned by European buyers, and its leaders
are worried that support for the US plan would end the
ﬂow of cheap oil. They’re probably right.
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That doesn’t make the US strategy wrong. Oﬃcials are
rightly worried that European Union sanctions on
Russian crude, due to come into eﬀect Dec. 5, could send
oil prices skyrocketing. They could remove another 2
million barrels a day of crude from a tight market,
according to vessel tracking data monitored by
Bloomberg. A subsequent ban on reﬁned products could
be even more damaging. Earlier US sanctions were less of
an issue because the oil trade between the two countries
was relatively small.
By imposing a price cap, the US hopes to hit the Kremlin’s
war chest while preserving oil ﬂows from the country. Of
course, that will work only if Russia agrees to sell its oil
under such restrictions. It probably won’t.
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But the threat of action has got Russian oil companies
thinking about securing markets for their crude. That is
leading them to start oﬀering long-term contracts to
buyers with a baked-in price discount. Indonesia has
been oﬀered “a price that’s 30% lower than international
market price,” according to minister of tourism, Sandiaga
Uno.
Whether the price reduction comes through an
imposed cap or oﬀered discounts, its eﬀect will be the
same.
--Julian Lee, Bloomberg oil strategist
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Oil output from Kazakhstan, a key supplier to the
Mediterranean market, is languishing as a result
of planned maintenance and unexpected problems. The
impact of work at its largest oil ﬁeld, Tengiz, has been
compounded by a gas leak at its second biggest producer,
Kashagan. In addition, more cracks have been found at
the CPC export terminal in Russia, which handles about
80% of Kazakh crude exports. That’s likely to
hurt shipments, with two of three loading buoys out of
action.
Today’s Top Stories
The cost of powering Germany and France jumped to
fresh records, piling greater pressure on consumers and
industry who are already facing eye-watering bills.
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are forcing it to cut ammonia

giant Yara International
ASA said that record gas prices
capacity utilization in the
region. More than a quarter of
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the region’s nitrogen fertilizer
capacity is thought to be lost
already.
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Australia’s addiction to fossil
fuels, both at home and for
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exports, has made it the largest
carbon emitter per capita in

the developed world. Yet it’s ﬁnally getting serious about
global warming, and everyone from oil majors to mining
magnates are looking for ways to capitalize.
Diplomats striving to restore the Iranian nuclear deal are
getting a helping hand from the country’s deteriorating
economy, as growing hardship ratchets up pressure on
top oﬃcials in Tehran.
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Activists mounting one of the world’s ﬁrst legal challenges
over corporate greenwashing have expanded a case
against gas producer Santos Ltd., raising fresh allegations
about the company’s climate plans.
Best of the Rest
The worst is yet to come for Russian crude
production, which has so far remained resilient in the
face of unprecedented pressure from Europe and the
US, according to Daria Melnik, a senior analyst
at Rystad Energy A/S. After rebounding in June and
July, output is expected to decline again due to a
countrywide economic downturn and a drop in
reﬁnery runs and crude exports.
In this podcast from the Oxford Institute for Energy
Studies, James Henderson and Mike Fulwood discuss
natural gas markets. The discussion ranges from the
impact of a loss of Russian supplies on individual
European countries to the global competition for
LNG, and supply and demand trends for 2023.
The Moral Rating Agency has published its latest
analysis of corporate responses to Russia’s war
in Ukraine, ranking both what companies have said
and what they’ve done. While Shell Plc was praised
for denouncing the invasion and quitting the country,
the analysis shows that only 28% of 122 corporations
involved in Russia spoke out against the incursion.
This column does not necessarily reﬂect the opinion of the
editorial board or Bloomberg LP and its owners.
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eﬀort to stoke social unrest.
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All indicators are ﬂashing red for Europe.
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Warnings about a winter recession are growing louder,
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the single currency is slipping and the energy market is
already in crisis mode. But European governments are
still running three steps behind — in large part because
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they spend too much time second-guessing Russia’s next
moves. Instead, they should be paying closer attention to
what Moscow is pushing for: social unrest.
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2022 may be remembered as the year when living
standards in the US truly pulled away from those in
Western Europe. One concrete piece of evidence is the
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collapse of the euro to parity with the dollar, or lower yet,
but there is also a more general sense that the gap is
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widening.
The old narrative was simple: Per capita incomes in the
US might range 30% higher or more, but Western
European lifestyles are less stressful and more relaxing.
European health care systems, and their near-universal
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