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In this report, we recap the Department of Energy’s weekly report on oil inventories and related factors. We 

include our euro and inventory oil model as well. Although the inventory data will be the primary focus of the 
recap, we will add other data when required.  
 

October 14, 2022 

 

Crude oil prices remain in a downtrend. 

 

 
(Source: Barchart.com) 

 

Crude oil inventories rose 9.9 mb compared to a 1.0 mb build forecast.  The SPR declined 7.7 

mb, meaning the net build was 2.2 mb.   
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In the details, U.S. crude oil production fell 0.1 mbpd to 11.9 mbpd.  Exports fell 1.7 mbpd, 

while imports rose 0.1 mbpd.  Refining activity fell 1.4% to 89.9% of capacity.  We are clearly 

in the period of autumn refinery maintenance, so falling refining activity should be expected for 

the next few weeks.   

 

 
(Sources: DOE, CIM) 

 

The above chart shows the seasonal pattern for crude oil inventories.  As the chart shows, we are 

past the seasonal trough in inventories.  The build seen in October into November is usually due 

to refinery maintenance.  With the SPR withdrawals continuing, the seasonal build has been 

exaggerated this year. 

 

Since the SPR is being used, to some extent, as a buffer stock, we have constructed oil inventory 

charts incorporating both the SPR and commercial inventories. 
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Total stockpiles peaked in 2017 and are now at levels last seen in 2003.  Using total stocks since 

2015, fair value is $105.85.  
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The SPR:  As we discussed earlier, the SPR has become something of a buffer stock; thus, it 

makes sense when analyzing prices to consider U.S. inventories as the SPR and commercial 

stocks combined, as we do above.  Another element of the reserve is its composition.  Oil is 

broadly described as heavy or light (the measure of viscosity) and sweet or sour (the level of 

sulfur).  U.S. refineries have made investments over the years to favor sour crudes; the idea was 

that as fields aged, more oil would be of that variety.1  And so, when officials filled the SPR, 

sour crudes were favored, and until recently, the mix was 60/40 in favor of sour.  However, in 

the recent withdrawals, sour crudes were drawn much faster than sweet crudes.  Over the past 

year, 190 mb of crude oil has been pulled from the SPR: 156 mb have been sour, and 44 mb have 

been sweet.  At present, there are only 213 mb of sour crude remaining in the SPR, meaning its 

effectiveness to provide supply security has been compromised. 

 
1 This decision turned out to be a mistake.  Crude oil from fracking turned out to be sweet, meaning that it wasn’t 
ideal for U.S. refiners.  Thus, sweet crude is usually exported, forcing the U.S. to import sour crudes.  In broad 
terms, this means the U.S. is oil independent, but in practical terms, it’s not, due to the sweet/sour imbalance.  

https://www.eia.gov/todayinenergy/detail.php?id=54199
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Unsavory Tradeoffs:  The OPEC+ decision to cut allocations by 2.0 mbpd has broad 

ramifications.  The cartel has argued that falling demand is behind the output decision.  This is 

what we see so far: 

• The Biden administration is clearly upset.  The president traveled to Riyadh earlier this 

year to attempt to improve relations.  Clearly, that didn’t work.  Biden did not have kind 

things to say about Crown Prince Salman during the U.S. elections, and so relations 

between the U.S. and the KSA had cooled.  In the aftermath of the OPEC+ decision, the 

administration has accused the KSA of aligning with Russia and has warned of other 

measures to counteract the loss of production from the cartel.  The alignment with Russia 

isn’t just rhetoric.  We note the president of the UAE is visiting St. Petersburg to speak 

with President Putin.  There are also reports that the U.S. has asked the KSA to delay the 

announcement for a month (ostensibly to avoid price increases heading into the 

midterms); Riyadh pressed ahead anyway.  The White House is indicating that the U.S. 

will “re-evaluate” relations with the kingdom.   

o The KSA has denied the allegations that it is in league with Russia.    

o Some members of Congress have called for the removal of U.S. military 

contractors and troops from the region.  There have also been discussions of 

halting arms sales.   

o Additional SPR sales have been announced.   

o NOPEC legislation has been resurrected.  This legislation would give the U.S. 

Attorney General the right to enforce U.S. antitrust laws on foreign national oil 

companies.  Although it is not clear how that would work exactly, it’s conceivable 

that it would make it impossible for the affected OPEC+ nations to sell directly to 

the U.S.  We doubt this legislation will pass as it often returns when the U.S. isn’t 

happy with the cartel’s behavior.  However, we may be reaching a point where 

divisions between the U.S. and various cartel members have become strained 

enough that momentum may build for the bill’s passage.   

https://www.wsj.com/articles/opec-slashes-oil-demand-forecasts-after-supply-cuts-11665581968?st=7bv3n0ayoig044p&reflink=desktopwebshare_permalink
file://///cim-vdi-connect/profile/bogrady/Folders/Downloads/OPEC_MOMR_October_2022%20(1).pdf
https://www.ft.com/content/138fa4da-1626-4251-b126-0e4a9d76b3f7
https://www.politico.com/news/2022/07/15/a-fist-bump-at-the-palace-biden-squares-off-with-mbs-00046106?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://www.nytimes.com/2022/10/05/us/politics/opec-biden-saudi-arabia.html?smid=url-share
https://www.ft.com/content/9ff534c5-3b99-40d0-84f2-19b88743190e?emailId=226fb58c-97fa-485f-a362-1b3ce15d3f03&segmentId=d16cd453-7bb5-45ba-728c-35ca5739b9f6
https://www.ft.com/content/9ff534c5-3b99-40d0-84f2-19b88743190e?emailId=226fb58c-97fa-485f-a362-1b3ce15d3f03&segmentId=d16cd453-7bb5-45ba-728c-35ca5739b9f6
https://www.wsj.com/articles/opec-decision-to-cut-oil-output-prompts-u-s-to-weigh-options-11665057275?st=fprdwsty48c6n4a&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/opec-decision-to-cut-oil-output-prompts-u-s-to-weigh-options-11665057275?st=fprdwsty48c6n4a&reflink=desktopwebshare_permalink
https://www.ft.com/content/64d35a40-5144-44f6-afca-c8b88c9d0ad5?utm_source=substack&utm_medium=email
https://www.ft.com/content/b9389843-85d4-4ca7-9540-903503a1fffb?emailId=0174e56e-6088-4e16-90a3-2dc93965ee69&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/b9389843-85d4-4ca7-9540-903503a1fffb?emailId=0174e56e-6088-4e16-90a3-2dc93965ee69&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://tass.ru/politika/16005085
https://tass.ru/politika/16005085
https://www.wsj.com/articles/saudi-arabia-defied-u-s-warnings-ahead-of-opec-production-cut-11665504230?st=00d2z9aa2a4ymwc&reflink=desktopwebshare_permalink
https://www.nytimes.com/2022/10/11/us/politics/biden-saudi-arabia-oil-production-cut.html?smid=url-share
https://www.washingtonpost.com/national-security/2022/10/11/biden-saudi-arabia-oil/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F382502b%2F63463d3cf3d9003c580d5f6a%2F596b53f6ae7e8a44e7d597a3%2F54%2F67%2F63463d3cf3d9003c580d5f6a&wp_cu=d5fec12241178c90820317fc7842fea9%7CA03B7B2F3149087DE0530100007F4306
https://www.ft.com/content/138fa4da-1626-4251-b126-0e4a9d76b3f7?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.reuters.com/world/opec-oil-output-cut-shows-widening-rift-between-biden-saudi-royals-2022-10-07/
https://www.spa.gov.sa/viewfullstory.php?lang=en&newsid=2391943
https://www.wsj.com/articles/saudi-arabia-rejects-u-s-allegations-of-siding-with-russia-in-ukraine-war-11665655670?st=6iw29ow0bxg25mh&reflink=desktopwebshare_permalink
https://twitter.com/Malinowski/status/1577818825877344257?s=20&t=ywcplZ6l9Mu3BzNYEOThMQ&utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://malinowski.house.gov/sites/evo-subsites/malinowski.house.gov/files/evo-media-document/MALINJ_133_xml_0.pdf?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://malinowski.house.gov/sites/evo-subsites/malinowski.house.gov/files/evo-media-document/MALINJ_133_xml_0.pdf?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://www.politico.com/news/magazine/2022/10/09/the-u-s-has-leverage-over-saudi-arabia-its-time-to-use-it-00061082?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.politico.com/news/magazine/2022/10/09/the-u-s-has-leverage-over-saudi-arabia-its-time-to-use-it-00061082?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://abcnews.go.com/Politics/white-house-disappointed-opec-decision-cut-oil-production/story?id=91043856&utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.whitehouse.gov/briefing-room/statements-releases/2022/10/05/statement-from-national-security-advisor-jake-sullivan-and-nec-director-brian-deese/?utm_source=substack&utm_medium=email
https://www.reuters.com/world/us/why-nopec-us-bill-crush-opec-cartel-matters-2022-05-05/
https://www.cnn.com/2022/10/06/business/grassley-opec-legislation-collusion/index.html
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o Another measure would build a case to take OPEC+ to the WTO on restraint-of-

trade charges.   

o What has not been mentioned yet is some sort of action against Saudi investments 

in the U.S.   

o Clearly relations are cooling.   

• We should note that all of these actions have a clear potential for adverse consequences.  

Withdrawing troops from the KSA and UAE may create conditions where Iran could 

undermine these governments, leading to potentially catastrophic outcomes for the West.  

Complicating matters is the U.S. political environment.  Currently, a significant element 

of the electorate believes that if the other party is in power, civilization as we know it is 

at risk.  Such attitudes lead those in power to take extreme measures to stay in power.  

The aggressive SPR sale has elements of maintaining political power at the risk of not 

having the reserve if a broader crisis emerges.  Some of the discussion of attacking 

OPEC+ is shaded by seeing the KSA as supporting the GOP.  At the same time, Riyadh 

should note that attitudes toward the KSA are hardening in a bilateral fashion.   

• Finally, it should be remembered that the EU embargo on Russia crude goes into effect 

on December 5.  It may not make sense to punish OPEC+ when the world will need to 

offset the potential loss of Russian oil.   

• At the same time, the administration has been ignoring the effects of some of its actions 

on the concerns of the Gulf producers.  The aggressive draining of the SPR was seen as a 

clear threat.  The talk of price caps isn’t welcome either.   

• One item to keep in mind is that the actual level of cuts will not approach 2.0 mbpd, 

because the cuts are coming from allocations, not actual production. The actual cuts will 

likely be closer to 0.8 mbpd as the Gulf states, who are meeting their production quotas, 

cut back output.   

 

https://www.markey.senate.gov/imo/media/doc/opec_accountability_act_of_2022.pdf?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://money.cnn.com/2017/05/01/investing/saudi-arabia-buys-largest-oil-refinery-port-arthur/index.html
https://money.cnn.com/2017/05/01/investing/saudi-arabia-buys-largest-oil-refinery-port-arthur/index.html
https://twitter.com/NewDay/status/1579817584966483969
https://www.gzeromedia.com/laws-votes-guns-americas-options-to-respond-to-saudi-oil-cuts
https://www.politico.com/news/2022/10/07/opec-payback-the-6-actions-the-u-s-could-take-00060854?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://www.pewresearch.org/politics/2020/10/09/voters-feelings-about-the-election-and-possible-outcomes/?utm_source=Eurasia+Group+Signal&utm_campaign=86e509a8b7-EMAIL_CAMPAIGN_2022_05_26_11_01&utm_medium=email&utm_term=0_e605619869-86e509a8b7-134308033#many-see-lasting-harm-if-the-other-partys-candidate-wins-in-november
https://www.pewresearch.org/politics/2020/10/09/voters-feelings-about-the-election-and-possible-outcomes/?utm_source=Eurasia+Group+Signal&utm_campaign=86e509a8b7-EMAIL_CAMPAIGN_2022_05_26_11_01&utm_medium=email&utm_term=0_e605619869-86e509a8b7-134308033#many-see-lasting-harm-if-the-other-partys-candidate-wins-in-november
https://www.energy.senate.gov/services/files/03AAF782-DE0F-4FA7-8B55-E9F7B4DBCEF2
https://www.energy.senate.gov/services/files/03AAF782-DE0F-4FA7-8B55-E9F7B4DBCEF2
http://egfound.org/wp-content/uploads/2022/10/2022-09-Rethinking-American-Strength.pdf?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://www.ft.com/content/9cb0686e-9a44-4163-b0fb-bd88448dbd2f?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.ft.com/content/9cb0686e-9a44-4163-b0fb-bd88448dbd2f?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.ft.com/content/70853af8-b7a4-4a28-bdfe-b4f3e375a1f0
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• The IEA is warning that the OPEC+ cuts could plunge the global economy into recession. 

• In addition to expressing anger about the KSA, the U.S. continues to negotiate indirectly 

with Iran for the latter’s return to the JCPOA.  In theory, this could add one to two 

million barrels per day of oil to world markets, although we have our doubts that there is 

this much oil available.  The sanctions regime has weakened and thus the available 

supplies would likely be modest.  However, the “unsavory tradeoff” includes Iran’s 

human rights problems, and, perhaps more worrisome, it is in the midst of a crackdown 

on expanding unrest.  The optics of cozying up to Tehran at this particular moment are 

troublesome as it is estimated that at least 185 people have died, including 19 children.  

This is especially the case since the protests appear to be widening with anecdotal 

evidence that security forces may be joining the rioters.  Energy sector workers are also 

going on strike in sympathy.  The longer these protests persist, the greater the threat to 

the regime.  The government seems to have little fear of using force against young 

protestors but appears to be reluctant to attack oil workers.  We also note that we are 

seeing some level of dissent from the clerical class.   

o Although we don’t expect the government to fall, we do note that authoritarian 

regimes tend to collapse without warning.  At least initially, an overthrow would 

be bullish for oil because it isn’t obvious if the lack of government would affect 

the oil infrastructure.  If a Western-friendly government were to take power, 

however, we would expect the West to rapidly take steps to support that 

government, which would almost certainly include lifting sanctions.   

• There have been reports that the administration may ease sanctions on Venezuela in a bid 

to increase oil supplies, although we note they have been denied.  The Maduro regime 

has also been repressive against opponents, and, again, the optics are not good.  

• Perhaps the most important point that has been lost in all the controversy is that the world 

has dramatically underinvested in oil production.  As we have noted for months, ESG 

concerns continue to weigh on non-OPEC supply, but even OPEC+ is underinvested.  

The fact that OPEC+ now talks about “production targets” instead of “quotas” shows 

how much conditions have changed.  As long as investment remains depressed, oil prices 

will remain elevated and could conceivably move much higher.   

The bottom line is that the commodity business can require compromises.  At times, 

governments can decide that they will bear the cost of higher commodity prices because a 

producer is so far beyond the pale that cooperation is impossible.  For example, the U.S. has 

avoided buying Iranian oil since 1979, but in other cases, governments will turn a “blind eye” to 

such behavior to secure resources.  The Ukraine War has exacerbated these difficult decisions.  

The EU delayed applying embargos on Russian oil and gas until early 2023, for example.  We 

expect more difficult issues to develop in the future. 

 

Market News: 

• The EU held talks about setting a natural gas price for the group.  The idea is that they 

agree on a price and if the market price is above that level, the cost would be subsidized.  

At the time of this writing, the meeting did not succeed in setting a policy. 

https://www.wsj.com/articles/opec-supply-cut-could-tip-global-economy-into-recession-iea-says-11665650917?st=i32vqn4uaje48u0&reflink=desktopwebshare_permalink
https://www.reuters.com/business/energy/opec-oil-supply-cuts-could-tip-world-into-recession-iea-says-2022-10-13/
https://www.cnbc.com/2022/08/31/an-iran-nuclear-deal-revival-could-dramatically-alter-oil-prices.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiossneakpeek&stream=top
https://www.cnbc.com/2022/08/31/an-iran-nuclear-deal-revival-could-dramatically-alter-oil-prices.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiossneakpeek&stream=top
https://www.nytimes.com/2022/10/06/world/middleeast/iran-protests-sharif-university-masha-amini.html?smid=url-share
https://www.ft.com/content/9a010e5a-24aa-43fd-8752-4b719c1fec08?emailId=0174e56e-6088-4e16-90a3-2dc93965ee69&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://apnews.com/article/iran-health-middle-east-covid-iraq-e390b4d4f825cba822eb1b84f8b4cbe5
https://www.reuters.com/world/middle-east/protests-continue-across-iran-rights-group-reports-19-minors-killed-2022-10-09/
https://www.ft.com/content/eedfd315-b14e-46ea-9bf3-ff08833c9ff1
https://twitter.com/dpatrikarakos/status/1578916102633304064?s=12&t=tuI8ZoHWfxRGoNIQ_0ws7w
https://twitter.com/dpatrikarakos/status/1578916102633304064?s=12&t=tuI8ZoHWfxRGoNIQ_0ws7w
https://www.wsj.com/articles/iran-oil-workers-strike-as-antigovernment-protests-expand-11665416396?st=4s2l3wqgckdt7t9&reflink=desktopwebshare_permalink
https://www.rferl.org/a/iran-protests-oil-workers-unrest/32073170.html
https://www.wsj.com/articles/iran-protests-are-proving-a-durable-challenge-to-the-islamic-republic-11665319812?st=5yntqivb5utynn4&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/iran-protests-are-proving-a-durable-challenge-to-the-islamic-republic-11665319812?st=5yntqivb5utynn4&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/world/2022/10/10/iran-protests-sarina-esmaeilzadeh-hijab/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3823588%2F6344ebdff3d9003c580c4ec2%2F596b53f6ae7e8a44e7d597a3%2F48%2F61%2F6344ebdff3d9003c580c4ec2&wp_cu=d5fec12241178c90820317fc7842fea9%7CA03B7B2F3149087DE0530100007F4306
https://amwaj.media/media-monitor/strikes-return-to-iran-s-petchem-sector-as-judiciary-urges-dialogue
https://amwaj.media/media-monitor/religious-leader-warns-authorities-as-iran-ramps-up-crackdown-on-protests
https://www.wsj.com/articles/u-s-plans-to-ease-venezuela-sanctions-enabling-chevron-to-pump-oil-11665005719?st=anie0pr6pan6om0&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2022-10-06/us-denies-report-of-plans-to-change-venezuela-sanctions-policy?utm_source=substack&utm_medium=email#xj4y7vzkg
https://www.ohchr.org/en/press-releases/2022/09/venezuela-new-un-report-details-responsibilities-crimes-against-humanity?utm_source=Eurasia+Group+Signal&utm_campaign=9d08da02b8-EMAIL_CAMPAIGN_2022_10_07_11_02&utm_medium=email&utm_term=0_e605619869-9d08da02b8-134308033
https://www.ohchr.org/en/press-releases/2022/09/venezuela-new-un-report-details-responsibilities-crimes-against-humanity?utm_source=Eurasia+Group+Signal&utm_campaign=9d08da02b8-EMAIL_CAMPAIGN_2022_10_07_11_02&utm_medium=email&utm_term=0_e605619869-9d08da02b8-134308033
https://www.ft.com/content/83d93bdd-659a-47b3-96bf-40884ef46a09?segmentId=114a04fe-353d-37db-f705-204c9a0a157b
https://www.ft.com/content/83d93bdd-659a-47b3-96bf-40884ef46a09?segmentId=114a04fe-353d-37db-f705-204c9a0a157b
https://finance.yahoo.com/news/world-worried-saudi-aramco-world-160000039.html
https://www.nytimes.com/2022/10/06/us/politics/biden-saudi-arabia-oil.html?smid=url-share
https://www.ft.com/content/5e386cc3-463d-4417-afdf-7c1009bc948b?emailId=0174e56e-6088-4e16-90a3-2dc93965ee69&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.politico.eu/article/europe-gas-price-cap-options-explained/?utm_source=POLITICO.EU&utm_campaign=bc9edbbecf-EMAIL_CAMPAIGN_2022_10_07_04_19&utm_medium=email&utm_term=0_10959edeb5-bc9edbbecf-190334489
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• A leak in the Durzhba pipeline was discovered in Poland.  Although there are fears of 

sabotage, first accounts seem to indicate that it was an accident.  The event has reduced 

oil flows to Germany.   

• As the EU ramps up LNG purchases, emerging market (EM) nations are struggling to 

acquire supplies and the buying will also likely push U.S. prices up as LNG production 

ramps up.   

• The U.K. has announced a new round of drilling licenses for the North Sea.  The U.K. 

government stopped issuing licenses in 2019, promising a comprehensive environmental 

review.  High prices have prompted the decision to start issuing licenses again.   

• In an ominous sign, so-called “ducs,” or drilled but uncompleted wells, inventory is 

shrinking.  This development suggests that wells are being completed faster than new 

wells are being drilled.  Without rapid investment soon, U.S. production will likely begin 

to contract.   

• In the late 1970s, President Carter gave his famous "malaise” speech, commenting on 

energy while wearing a cardigan.  The message was that sacrifice would be required in 

the face of high energy prices.2  French President Macron is offering a similar message 

today.  Partly in response, Paris, the “City of Lights,” is darker.   

• Another element of the 1970s was price caps on energy products.  These caps were 

blamed for the infamous gas lines at filling stations.  Price fixing is one response to 

scarcity, but if rationing isn’t included, it usually leads to shortages.  Why?  There is a 

political incentive to set the price below the market-clearing price.  If the market price 

were acceptable, no one would have an interest in fixing the price.  During WWII, price 

fixing coupled with rationing worked reasonably well.  However, the incidence of this 

policy fell on higher income households who had the money to buy more food but were 

restricted by rationing.  As the war ended, so did rationing, and prices were allowed to 

fluctuate.  Note that as rations were lifted, food prices jumped after the war. 

• China’s LNG demand will remain elevated in the coming years.  As we noted above, 

without increasing investment, the globalization of natural gas will tend to move U.S. 

domestic prices to overseas prices, meaning Americans will pay more for heating, 

fertilizers, and electricity.   

• Despite these experiences, price caps are being reconsidered as a way to make it through 

the winter.  Several different ideas are being considered, but without proper care, the end 

result is likely shortages.   

 

 
2 It wasn’t a popular speech. 

https://www.reuters.com/business/energy/polish-pipeline-operator-pern-says-leak-detected-druzba-oil-pipeline-2022-10-12/
https://www.ft.com/content/752b1285-3174-4cf1-83c0-b1151888bf4e
https://www.ft.com/content/752b1285-3174-4cf1-83c0-b1151888bf4e
https://rbnenergy.com/dizzy-us-lng-feedgas-volumes-swing-wildly-ahead-of-peak-winter-demand
https://rbnenergy.com/dizzy-us-lng-feedgas-volumes-swing-wildly-ahead-of-peak-winter-demand
https://www.ft.com/content/81c32435-983c-4b33-b8b6-fa50f24ba4d3?emailId=0174e56e-6088-4e16-90a3-2dc93965ee69&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.eia.gov/todayinenergy/detail.php?id=54179
https://www.eia.gov/todayinenergy/detail.php?id=54179
https://www.youtube.com/watch?v=MmlcLNA8Zhc
https://www.nytimes.com/2022/10/06/business/france-energy-crisis-europe.html?smid=url-share
https://www.nytimes.com/2022/10/06/business/france-energy-crisis-europe.html?smid=url-share
https://www.wsj.com/articles/paris-lights-energy-conservation-11665177876?st=s1ht2h80ks8ni9s&reflink=desktopwebshare_permalink
https://www.buzzfeednews.com/article/piapeterson/photos-1970s-fuel-shortage-prices
https://www.energypolicy.columbia.edu/sites/default/files/file-uploads/ChinaLNG_CGEP_Commentary_100322-3.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosgenerate&stream=top
https://www.wsj.com/articles/as-europe-caps-energy-bills-the-merits-of-price-controls-get-another-look-11665278841?st=8oejq66h293ljcf&reflink=desktopwebshare_permalink
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• Refinery workers in France have gone on strike and there are numerous reports of spot 

shortages and tensions at filling stations.  The Macron government is trying to force 

workers back to the refineries but is struggling to enforce its will.  There is talk of wider 

protests against inflation.   

• The Permian Basin has been responsible for nearly all the production growth this year.  

However, to continue to expand, associated natural gas that comes from drilling must be 

processed.  Flaring, which could be one way to address this issue, has become untenable.  

While there is still some natural gas processing capacity available, without additional 

investment, production growth could stall.   

• Although OPEC+ has called on production cuts, we note that the KSA has signaled a 

reduction in supplies to Asia.  It appears supplies will be met by drawing down 

inventories. 

• Munich Re (MURGY, $24.40), the world’s largest reinsurer, announced restrictions on 

issuing policies on oil and gas projects.  Financing constraints have been a factor in 

restricting oil and gas production.   

• Venture Global (1557028.MC, €10.16) announced a deal to send U.S. LNG to Germany. 

 

Geopolitical News:  

• Germany’s unilateral energy price support package continues to raise hackles across the 

EU.  In response, Germany is proposing to support unified EU debt to broaden subsidy 

support.  Increasingly, the EU and Eurozone have been creating bonds as opposed to 

member nation debt instruments.   

• Sweden’s investigation of the recent Nord Stream pipeline attacks strongly suggests 

sabotage. 

https://www.france24.com/en/business/20221012-workers-at-france-s-refineries-and-fuel-depots-vote-to-continue-strikes?utm_source=Eurasia+Group+Signal&utm_campaign=8177a8349a-EMAIL_CAMPAIGN_2022_10_13_11_01&utm_medium=email&utm_term=0_e605619869-8177a8349a-134308033
https://www.nytimes.com/2022/10/11/business/france-fuel-strikes-refineries.html?smid=url-share
https://twitter.com/WallStreetSilv/status/1579923863471034368?s=20&t=3Pigt-NC7epQtfThDXd9sw
https://twitter.com/WallStreetSilv/status/1579923863471034368?s=20&t=3Pigt-NC7epQtfThDXd9sw
https://www.reuters.com/markets/europe/how-france-is-forcing-striking-fuel-staff-back-work-2022-10-12/
https://www.reuters.com/markets/europe/how-france-is-forcing-striking-fuel-staff-back-work-2022-10-12/
https://www.france24.com/en/europe/20221009-french-nobel-prize-winner-ernaux-endorses-inflation-climate-protest-against-macron?utm_source=Eurasia+Group+Signal&utm_campaign=8177a8349a-EMAIL_CAMPAIGN_2022_10_13_11_01&utm_medium=email&utm_term=0_e605619869-8177a8349a-134308033
https://www.france24.com/en/europe/20221009-french-nobel-prize-winner-ernaux-endorses-inflation-climate-protest-against-macron?utm_source=Eurasia+Group+Signal&utm_campaign=8177a8349a-EMAIL_CAMPAIGN_2022_10_13_11_01&utm_medium=email&utm_term=0_e605619869-8177a8349a-134308033
https://rbnenergy.com/keep-it-comin-love-permian-crude-leads-growth-but-will-gas-processing-capacity-keep-up
https://rbnenergy.com/keep-it-comin-love-permian-crude-leads-growth-but-will-gas-processing-capacity-keep-up
https://www.reuters.com/business/energy/saudi-aramco-supply-full-contract-volumes-crude-oil-3-asian-refiners-nov-sources-2022-10-10/
https://www.reuters.com/business/energy/saudi-aramco-supply-full-contract-volumes-crude-oil-3-asian-refiners-nov-sources-2022-10-10/
https://www.reuters.com/business/sustainable-business/munich-re-tightens-oil-gas-policies-2022-10-06/
https://www.reuters.com/business/sustainable-business/munich-re-tightens-oil-gas-policies-2022-10-06/
https://www.ft.com/content/064437a4-2c60-4962-b722-d669d71e914a?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.politico.eu/article/olaf-scholz-message-europe-germany-first/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://www.ft.com/content/8e881b88-ee1e-4c7c-a21f-8923d3a675ef?emailId=50282b52-cff6-4062-abdd-90d53a4004b1&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.ft.com/content/8e881b88-ee1e-4c7c-a21f-8923d3a675ef?emailId=50282b52-cff6-4062-abdd-90d53a4004b1&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.bloomberg.com/news/articles/2022-10-10/germany-supports-joint-eu-debt-for-loans-to-tackle-energy-crisis?utm_source=POLITICO.EU&utm_campaign=9a59562e89-EMAIL_CAMPAIGN_2022_10_11_04_24&utm_medium=email&utm_term=0_10959edeb5-9a59562e89-190334489#xj4y7vzkg
https://www.politico.eu/article/germany-keeps-option-open-to-using-eu-loans-energy-crisis/?utm_source=POLITICO.EU&utm_campaign=c1e22f2f98-EMAIL_CAMPAIGN_2022_10_12_02_57&utm_medium=email&utm_term=0_10959edeb5-c1e22f2f98-190334489
https://www.politico.eu/article/germany-keeps-option-open-to-using-eu-loans-energy-crisis/?utm_source=POLITICO.EU&utm_campaign=c1e22f2f98-EMAIL_CAMPAIGN_2022_10_12_02_57&utm_medium=email&utm_term=0_10959edeb5-c1e22f2f98-190334489
https://www.nytimes.com/2022/10/06/world/europe/nord-stream-pipeline-leaks-sweden.html?smid=url-share
https://www.nytimes.com/2022/10/06/world/europe/nord-stream-pipeline-leaks-sweden.html?smid=url-share
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• Last week, we noted that Lebanon and Israel were nearing a deal on production sharing 

for offshore natural gas development.  A deal has been tentatively agreed upon but will 

need ratification by both governments.  We expect it to pass as Israel wants energy 

security without the distraction of tensions with Lebanon, and Lebanon desperately needs 

the revenue from natural gas sales.  The U.S. cheered the arrangement, which may ease 

tensions between Israel and Hezbollah, which dominates the Lebanese government.   

• Iran has been an observer of the Shanghai Cooperation Organization (SCO) since 2005.  

It has wanted to join the group, but the leadership was uncomfortable admitting a 

member under sanctions, fearing that the SCO would face scrutiny from the West.  

However, now that Russia, a long-time member of the SCO, is under sanctions, there is a 

higher likelihood that Iran will be admitted. If so, the SCO will probably become an anti-

U.S. organization. 

o In Iran, state television was hacked during a news bulletin.   

o The IAEA reports that Iran is aggressively moving to expand uranium enrichment 

at its underground facility at Natanz.  This news will raise questions about the 

wisdom of returning to the JCPOA.   

• The U.S. energy industry is warning against implementing product export constraints.   

 

Alternative Energy/Policy News: 

• Florida’s electrical grid has reportedly recovered rather quickly in light of the hurricane 

devastation.  The grid was strengthened by using concrete and steel power poles and 

burying power lines underground.  Areas that built solar capacity have mostly emerged 

unscathed.   

• One problem with EVs is their high cost.  Ford (F, $12.16) has announced a second price 

increase of the F-150 Lightning since summer.  The base model now costs over $50k. 

• The recently passed Inflation Reduction Act has provisions that provide large subsidies 

for EVs if the vehicle is mostly made in the U.S. with American components.  The EU is 

crying foul, suggesting this is protectionism.   

• Copper is critical to EVs, and the West is short on copper supplies.   

• Austria is challenging the EU ruling that nuclear power and natural gas are “green” fuels.  

This suit joins others from environmental groups.  If the challenges are successful, ESG 

guidelines will restrict investment in these two sources of energy. 

• General Motors (GM, $32.65) has decided to expand its battery production to include 

electricity storage for home and commercial use.  For homeowners, this possibility will 

be tied to an EV.   

• Researchers have developed a prototype lithium battery with 40% more capacity. 

• A new cobalt mine, the only one of its kind in the U.S., recently opened. 

• The EU wind industry is contracting due to rising input costs.   

• New Zealand is applying taxes on livestock to curtail methane emissions. 

https://www.nytimes.com/2022/10/11/world/middleeast/israel-and-lebanon-maritime-deal.html?smid=url-share
https://www.aljazeera.com/news/2022/10/11/israel-lebanon-agree-on-draft-deal-on-maritime-borders?utm_source=Eurasia+Group+Signal&utm_campaign=656229bfbe-EMAIL_CAMPAIGN_2022_10_12_11_04&utm_medium=email&utm_term=0_e605619869-656229bfbe-134308033
https://www.axios.com/2022/10/11/israel-lebanon-maritime-border-agreement-biden-congrats
https://amwaj.media/article/what-iran-really-seeks-from-the-sco
https://www.nbcnews.com/news/world/iran-protests-mahsa-amini-news-hacked-supreme-leader-khamenei-protests-rcna51323?utm_source=substack&utm_medium=email
https://www.reuters.com/world/middle-east/iran-racing-expand-enrichment-underground-plant-iaea-report-shows-2022-10-10/
https://www.api.org/~/media/Files/misc/AFPM-Granholm-Letter-on-Refined-Product-Exports
https://www.eenews.net/articles/fpl-says-grid-prep-paid-off-in-swift-post-ian-power-revival/
https://www.axios.com/2022/10/11/hurricane-ian-solar-power-off-grid?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosgenerate&stream=top
https://www.cnbc.com/2022/10/05/ford-ups-starting-price-of-electric-f-150-lightning-to-51974-.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosgenerate&stream=top
https://www.cnbc.com/2022/10/05/ford-ups-starting-price-of-electric-f-150-lightning-to-51974-.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosgenerate&stream=top
https://www.ft.com/content/56cc482b-1847-4234-8781-b52ccf9ee1fa?emailId=34c1cd48-2488-4fdf-aa84-221aed3fba0b&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/56cc482b-1847-4234-8781-b52ccf9ee1fa?emailId=34c1cd48-2488-4fdf-aa84-221aed3fba0b&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.geopoliticalmonitor.com/us-vulnerable-to-future-copper-supply-squeeze/
https://www.ft.com/content/42320458-dfeb-4f5e-9655-aba281cef662?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.eenews.net/articles/general-motors-launches-electric-grid-division/
https://www.axios.com/2022/10/12/gm-electric-car-energy-company?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axioswhatsnext&stream=science
https://www.wsj.com/articles/gm-looks-to-parlay-battery-work-into-new-energy-business-11665458446?st=l4i0ilqd12lt989&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/gm-looks-to-parlay-battery-work-into-new-energy-business-11665458446?st=l4i0ilqd12lt989&reflink=desktopwebshare_permalink
https://oilprice.com/Latest-Energy-News/World-News/Researchers-Develop-Lithium-Battery-With-40-More-Energy-Density.html
https://www.npr.org/2022/10/08/1127310649/in-idaho-americas-first-and-only-cobalt-mine-in-decades-is-opening
https://www.ft.com/content/0e747284-64da-4690-b416-3acabaaf4943?emailId=0dc5cd84-ac5e-436b-968b-a686cab4e774&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.cnbc.com/2022/10/12/new-zealand-plans-to-tax-emissions-from-livestock-burps-and-dung.html
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• The uranium miner Cameco (CCJ, $21.95) announced an investment in the nuclear power 

division of Westinghouse, which is owned by Brookfield Partners (BBU, $19.48).  

Cameco’s investment looks like a bid to vertically integrate.   
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https://finance.yahoo.com/news/uranium-miner-cameco-buy-stake-234341963.html
https://finance.yahoo.com/news/uranium-miner-cameco-buy-stake-234341963.html
https://www.ft.com/content/46df2aa9-0963-47a6-881c-f715a18a8527

