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Current Oil Market Fundamentals
• Crude Oil Production cannot match demand (demand destruction looms) and about 3 - 4 mb/d could be lost in the short term due 

to current self-sanctioning (plus outages CPC pipeline)
– Investments in new production low in the past few years
– US production will increase but stricter investor demands (Wallstreet) reluctant to loosen business model discipline;
– OPEC has difficulty following their own production quota - spare capacity resides in UAE and Saudi Arabia; 
– Oil is NOT a homogeneous product – redirecting flows of certain crude oil types may be an issue  for refineries  and their per barrel distribution of 

oil product output

• International Oil Product Trade is substantial and EU depends on oil product imports to meet demand (fuel and feedstock)
– EU is short on Diesel, Fuel oil and Naphtha
– China halted export of diesel 
– Some EU refineries take oil directly from oil pipelines from Russia/Belarus
– Mismatch in type of tankers used for Russian oil and oil product trade to re-route oil and oil products could lead to a loss of barrels

• Finance: 
– Financing margin calls and work capital is becoming difficult (for a variety of companies and sectors) including traders
– Dollar trade and emerging alternatives

– Russia-India: trade in Rupees to work around swift
– Saudi-Arabia-China: contemplating trade in Yuan
– Russia: demanding energy trade in Rubles

– Liquidity in oil (and LNG/gas) markets is dwindling
– Insurance of and tanker chartering has become problematic for Baltic and Black Sea going forward



Headlines this week (FT, Bloomberg, Reuters):



Russia is a large exporter of energy to EU and 
one of the three largest producers in the world

EIA, 14 March 2022



Origin of EU crude and oil product imports

Bruegel, 17 March 2022



Refineries in EU: dependence on Russian pipelines in Germany and East Europe 
-dedicated pipeline network between industrial clusters/airports
-commercial use of NATO pipeline system for EU oil product transportation in EU
-rail, road and river also important to supply inland markets



Production of Oil Products in EU 
Q2 refinery maintenance season and further capacity rationalisations in EU ongoing
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Production of petroleum products EU 2020 
Million tonnes of oil equivalent 

Source: CIEP based on Eurostat data 
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Note: the remaining member states currently do not produce petroleum products
Source: CIEP based on Eurostat data 

Production of total petroleum products, EU member states, 2020
Million tonnes of oil equivalent



Import dependency on Russia: Crude and Oil Products
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Netherlands part of a large liquid fuel cluster (Amsterdam-Rotterdam-Antwerp-
Rhein/Ruhr) with substantial flows of oil products to and from neighbouring countries 
and extra-EU exports



Oil constitutes a substantial share of Dutch final consumption and is both a fuel and feedstock





Dutch demand (including large share of bunkers) for Oil Products





Naphtha for Fuel Blending and Gasoline Exports 







IEA recommended demand measures to ease impact of expected oil and oil product market 
tightness prior to discussions on further sanctions involving energy trade with Russia; 
situation could escalate to larger gap between EU demand and supply and may require additional policy measures

• IEA Oil market report March 2022: 
– “The prospect of large-scale disruptions to Russian oil production is threatening to create a global oil supply shock. We estimate that from 

April, 3 mb/d of Russian oil output could be shut in as sanctions take hold and buyers shun exports. “ and “OPEC+ is, for now, sticking to its 
agreement to increase supply by modest monthly amounts. Only Saudi Arabia and the UAE hold substantial spare capacity that could
immediately help to offset a Russian shortfall.”

– With the CPC-pipeline shut, another 1.2 mb/d is off the market in the coming weeks (April-May).
– IEA 10-point plan Europe can reduce demand with 2.7mb/d
– Use of strategic reserves an option

• The shortages in crude and certain oil products may require additional policy measures but the NW European energy intense 
industry and its clients remain exposed to supply shocks

• Recent CPB study also warned for indirect impact on various Dutch sectors. 
• Dutch oil sector is deeply integrated in the NW European market, and impacts on Germany and Belgium (and other EU countries) 

will also impact the Netherlands.
• Concerns about demand destruction (recession) and an increase in energy poverty with both Russian gas, crude oil and oil 

product imports at stake in the context of tight international oil and gas markets in the coming years, 
– due to low investment levels in years preceding today 
– a reduction in openness international markets and 
– slower impact on supply-demand balance of speeding up energy transition plans



Demand Response: IEA calculated that demand response can deliver 2.7 
mb/d in short term


