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Oil prices close to US$100/bbl as Russia makes the first move 

 

• Russia begins to show its hand as it recognises 

the independence of separatist areas in eastern 

Ukraine and could potentially advance its military 

into these areas 

• Difficult to make a call on whether this is the start 

of sustained hostilities or the beginning of the 

end of the tense situation 

• Limited options for the West at this point of time; 

threat of war will continue to loom for a while, 

keeping oil prices elevated in the US$90s or 

higher 

• We will look to review our existing forecasts for 

Brent with a potential upside bias as the situation 

continues to unfold 

 

What’s New 

 

Russia makes the first move. On Monday (Russian time), 

Russian President Vladimir Putin played his first major 

hand in the evolving great game  in Ukraine . Putin 

announced, by way of decrees, that Russia would be 

recognising the two breakaway regions of Donetsk and 

Luhansk as independent, and that Moscow would launch 

a “peacekeeping operation” in the area. This basically 

clears the decks for the Russian Army to cross the official 

borders and move into eastern Ukraine, a move which 

Ukraine and its western allies could claim as tantamount 

to an invasion of Ukraine, though some of these areas 

have for long been under the de facto control of pro-

Russian separatists, and thus the move would not 

technically be an invasion or annexation of these 

territories either, unlike Crimea in the past.  

 

What is the backstory here? The eastern industrial areas 

of Luhansk and Donetsk (shown on the map) have been 

embroiled in a bitter civil war for years, with Ukrainian 

forces clashing often with Russian-backed separatists, 

leaving more than 14,000 people dead over the last eight 

years. The unrest started shortly after the Russian 

annexation of Crimea in 2014, and rebels and Russian 

“volunteers” from this majority Russian-speaking eastern 

part of Ukraine have since then tried to claim 

independence from Ukraine in a bid to become part of 

Russia. This was also the region where the ill-fated 

Malaysian Airlines aircraft was shot down in July 2014. 

Russia had so far not made official its involvement in the 

bid for independence, but things are changing rapidly 

now.  

 

Understanding the geography of geopolitics 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Press reports, DBS Bank 

 

Is this the start of war or is this the endgame? It is not 

immediately clear whether this move is intentioned by 

the Russian military as the start of the invasion of Ukraine 

that US and NATO allies have been warning about for the 

last few weeks, or whether this is a move similar to the 

annexation of Crimea back in 2014, giving Putin more 

bargaining chips to bring the West to the negotiation 

table in lieu of limiting further hostilities and loss of 
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civilian lives. In our view, this seems to be akin to Scenario 

2 (see below) that we had outlined earlier, where Putin 

would be keen to avoid a stalemate and get something 

out of the situation, while not opting for an all-out 

invasion as his first move (contrary to what some have 

been projecting). What will follow next is difficult to 

predict – whether Moscow will use the excuse of 

defending the territories to threaten Ukraine with war or 

advance deeper into Ukraine by recognising the claims of 

these separatist governments or wait for the West to 

budge from their current positions before making its next 

move. It is also entirely possible that Russia has more or 

less achieved all it wants already – i.e., to ensure Ukraine’s 

NATO ambitions are deferred indefinitely, and try open 

up some cracks on the NATO front, which could mean 

further hostilities from the Russian side may not be that 

imminent unless provoked. Of course, all this is 

conjecture at best and we hope it doesn’t come to war.  

 

Previously anticipated scenarios of how the situation could unfold and affect oil prices 
 

Scenario Fallout Oil price trajectory 

Russia invades Ukraine within 

a few days 

Russia claims swift victory, NATO 

responds with some sanctions, but 

makes sure it doesn’t shoot itself in the 

foot 

Sharp increase in oil prices towards 

US$100-110/bbl and even upwards, 

depending on the nature of sanctions, 

but it would not be sustainable at those 

levels 

Russia de-escalates its 

presence but does not 

withdraw completely 

Situation drags on for some time but 

ultimately Putin will need to show some 

results (read: recognition of breakaway 

provinces?) 

Oil prices hover around US$90-95/bbl, 

seeking direction from incremental news 

flow 

West accedes to some of 

Russia’s demands in future 

talks 

Threat of imminent war averted  Oil prices fall back to US$80-85/bbl  

Source: DBS Bank 

 
What now? How does the West respond? US and EU 

countries have gone into emergency response mode and 

are expected to impose limited sanctions to condemn 

Russia’s move to attack the sovereignty and territorial 

integrity of Ukraine. The US has issued an executive order 

placing sanctions on the two breakaway regions. These 

are separate from sanctions that would be imposed if 

Russia invades Ukraine. EU countries have agreed to 

impose a limited set of sanctions “targeting those who 

are responsible” for Russia’s recognition of the rebel 

regions. UK’s Boris Johnson has said that the UK will 

immediately institute a package of economic sanctions 

and will impose further sanctions if there is more 

“irrational behaviour” from Russia. Britain has threatened 

to cut off Russian companies' access to US dollars and 

British pounds, and pledged to target Russian oligarchs, 

given that London has become the western city of choice 

for Russia’s super wealthy and other former Soviet 

republics. Germany has, meanwhile, halted the 

certification process of the contentious Nord Stream 2 

project, shooting up spot gas prices in Europe.  

 

We don’t think these are major deterrents for Russia yet, 

and real economic sanctions will be tough to impose, 

given Europe’s dependence on Russian oil and gas. We 

have explained the energy market situation earlier in our 

previous note. Since the US will not be able to make up 

for the loss of Russian gas in case the situation arises, it is 

unlikely that the West will be able to put up a fully united 

front when dealing with Russian advances hereon. Hence, 

we reckon Russia could hope to win this war on the 

diplomatic front without a shot fired in anger.  

 

Meanwhile, Brent crude oil prices went very close to 

US$100/bbl before retreating. After reports of President 

Putin’s announcements emerged, Brent crude oil prices 

temporarily went north of US$99/bbl, before moving back 

to around US$96.7/bbl as we write, as further 

aggressions haven’t occurred and the Russian oil minister 

was quoted speaking against high oil prices. According to 

reports, Russian Energy Minister Nikolai Shulginov 

indicated that high oil prices, while good for Russia’s 

budget, impacts oil demand growth and growth in other 

sectors of the economy. In his view, the  optimal oil prices 

should be at around US$55-70/bbl.   

  

https://researchwise.dbsvresearch.com/ResearchManager/DownloadResearch.aspx?E=gidaakgffdi
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If oil supplies are disrupted, OPEC is unlikely to emerge as 

a hero, given current constraints. OPEC has, in the past, 

played the role of swing producer and adjusted 

production to ease supply shocks if possible. Now, oil at 

US$100/bbl is necessarily not something that OPEC 

countries would want, despite the attractive revenues, as 

it leads to some demand destruction globally and high 

inflation, even in their own countries. In the case of war, 

OPEC may be expected to increase production, but 

surplus capacity is low, some OPEC members are 

struggling to meet even existing production quotas, and it 

may be tough for the ones who can increase production 

(Saudi, UAE, Kuwait, etc.) to increase unilaterally 

bypassing the existing OPEC+ production cut agreement, 

which non-OPEC allies are also party to, including Russia. 

So, it will definitely be a delicate issue to discuss at the 

next OPEC+ meeting, and it seems unlikely that Russia will 

be happy to lose market share to Gulf countries, thus 

limiting the OPEC+ group’s ability to stray too far from the 

pre-decided 0.4mmbpd per month increase for the next 

few months.  

Iran nuclear deal – the only moderating factor? The US-

Iran nuclear deal is among potential moderating factors 

for oil prices in the near term. Discussions on reviving the 

Iran nuclear deal have been ongoing in Vienna since late 

last year, and in recent days, indications have been that a 

deal may be imminent, possibly before the end of 

February 2022. Moreover, experience has shown that 

delays are likely. Whenever the final agreement is signed, 

though, it will definitely have a one-off negative impact on 

oil prices, and potentially wipe off some of the current 

geopolitical risk premium, but timelines are quite hazy at 

the moment, so we wouldn’t count on it.  

 

Overall, looks like the current levels of very high oil prices 

could persist for longer than we earlier estimated. With 

Russia more likely interested in a diplomatic solution first 

than a direct invasion, the threat of war and subsequent 

sanctions et al. could keep oil prices at current levels for 

weeks, if not months. Thus, while fundamentally oil prices 

do look overheated to us at current levels, we will need to 

factor in the geopolitical risk premium for a longer period. 

Thus, there is an upside risk to our existing forecasts for 

Brent for 2022, especially in 1H2022, and we will review 

our forecasts as the situation in Ukraine continues to 

unfold.  
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DBS Bank recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 

 

Completed Date:  24 Feb 2022 06:37:51  (HKT) 

Dissemination Date: 24 Feb 2022 07:42:42  (HKT) 

 

Sources for all charts and tables are DBS Bank,  unless otherwise specified. 

 

GENERAL DISCLOSURE/DISCLAIMER  

This report is prepared by DBS Bank Ltd.. This report is solely intended fo the clients of DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte 

Ltd, its respective connected and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or 

duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd..      

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 

DBS Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents 

(collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into 

account any other factors which we may consider to be relevant or appropriate in preparing the research.  Accordingly, we do not make any 

representation or warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are 

subject to change without notice. This research is prepared for general circulation. Any recommendation contained in this document does 

not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document 

is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should 

obtain separate independent legal or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or 

consequential loss (including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further 

communication given in relation to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell 

any securities. The DBS Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in 

the securities mentioned in this document. The DBS Group, may have positions in, and may effect transactions in securities mentioned 

herein and may also perform or seek to perform broking, investment banking and other banking services for these companies. 

 

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and 

there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete 

or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS 

Group is under no obligation to update the information in this report. 

 

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no 

planned schedule or frequency for updating research publication relating to any issuer.   

 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates 

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the 

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary 

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments 

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with 

the aforesaid entities), that: 

 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments stated therein. 
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Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

 

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating 

to the commodity referred to in this report.  

 

DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any 

public offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does 

not engage in market-making.   

 

ANALYST CERTIFICATION  

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of 

his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The 

research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate1 does 

not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the 

management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of 

the entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily 

responsible for the content of this research report or his associate does not have financial interests2  in relation to an issuer or a new 

listing applicant that the analyst reviews.  DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of 

interests that may arise in connection with the production of research reports.  The research analyst(s) responsible for this report operates 

as part of a separate and independent team to the investment banking function of the DBS Group and procedures are in place to ensure 

that confidential information held by either the research or investment banking function is handled appropriately.  There is no direct link of 

DBS Group's compensation to any specific investment banking function of the DBS Group. 

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS'') or their subsidiaries and/or other affiliates do not have a 

proprietary position in the securities, recommended in this report as of 31 Jan 2022. 

 

Compensation for investment banking services: 

2. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as 

a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain 

further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this 

document should contact DBSVUSA exclusively.            

 

Disclosure of previous investment recommendation produced: 

3. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have published other 

investment recommendations in respect of the same securities / instruments recommended in this research report during the preceding 

12 months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations published 

by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates in the preceding 12 months.      

 

 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust 

of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another 

person accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an 

issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or 

analysis.  This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme 

other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer 

or a new listing applicant.   
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RESTRICTIONS ON DISTRIBUTION  

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 

resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, 

availability or use would be contrary to law or regulation. 

 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”) or 

DBSV HK. DBS Bank Ltd holds Australian Financial Services Licence no. 475946. 

 

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services 

Licence under the Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS 

and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is 

regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from 

Australian laws. 

 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

 

Hong Kong This report has been prepared by a person(s) who is not licensed by the Hong Kong Securities and Futures 

Commission to carry on the regulated activity of advising on securities in Hong Kong pursuant to the Securities and 

Futures Ordinance (Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is 

attributable to DBS Bank (Hong Kong) Limited (''DBS HK''), a registered institution registered with the Hong Kong 

Securities and Futures Commission to carry on the regulated activity of advising on securities pursuant to the 

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong). DBS Bank Ltd., Hong Kong Branch is a 

limited liability company incorporated in Singapore. 

 

For any query regarding the materials herein, please contact Carol Wu (Reg No. AH8283) at dbsvhk@dbs.com 

 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

 

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, 

received from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in 

connection with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, 

recipients of this report are advised that ADBSR (the preparer of this report), its holding company Alliance 

Investment Bank Berhad, their respective connected and associated corporations, affiliates, their directors, officers, 

employees, agents and parties related or associated with any of them may have positions in, and may effect 

transactions in the securities mentioned herein and may also perform or seek to perform broking, investment  

banking/corporate advisory and other services for the subject companies. They may also have received 

compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other 

services from the subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company 

Regn No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and 

regulated by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced 

by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under 

Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who 

is not an Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility 

for the contents of the report to such persons only to the extent required by law. Singapore recipients should 

contact DBS Bank Ltd at 6878 8888 for matters arising from, or in connection with the report. 
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Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  

 

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at 

[research@th.dbs.com] 

 

United 

Kingdom 

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority.  

 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom.  

 

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected 

and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or 

duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This 

communication is directed at persons having professional experience in matters relating to investments. Any 

investment activity following from this communication will only be engaged in with such persons. Persons who do 

not have professional experience in matters relating to investments should not rely on this communication. 

 

Dubai 

International 

Financial 

Centre / 

United Arab 

Emirates 

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA 

Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any 

person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the 

DFSA rules. 
 

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the 

"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of 

Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 

5, PO Box 506538, DIFC, Dubai, United Arab Emirates.  
 

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number 

F000164. For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--

network/default.page. 
 

Where this communication contains a research report, this research report is prepared by the entity referred to 

therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has 

not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding 

that, whilst the information contained within is believed to be reliable, the information has not been independently 

verified by DBS DIFC. 
 

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as 

defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined 

under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 
 

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in 

connection with this investment and it is not subject to any form of regulation or approval by the DFSA. 

Accordingly, the DFSA has not approved this communication or any other associated documents in connection 

with this investment nor taken any steps to verify the information set out in this communication or any associated 

documents, and has no responsibility for them. The DFSA has not assessed the suitability of any investments to 

which the communication relates and, in respect of any Islamic investments (or other investments identified to be 

Shari'a compliant), neither we nor the DFSA has determined whether they are Shari'a compliant in any way. 
 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. 

Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the 

contents of this document you should consult an authorised financial adviser. 
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United States This report was prepared by DBS Bank (Hong Kong) Limited (''DBS HK'').  DBSVUSA did not participate in its 

preparation.  The research analyst(s) named on this report are not registered as research analysts with FINRA and 

are not associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 2241 restrictions on 

analyst compensation, communications with a subject company, public appearances and trading securities held by 

a research analyst. This report is being distributed in the United States by DBSVUSA, which accepts responsibility 

for its contents. This report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 

15a-6) and to such other institutional investors and qualified persons as DBSVUSA may authorize.  Any U.S. person 

receiving this report who wishes to effect transactions in any securities referred to herein should contact DBSVUSA 

directly and not its affiliate.  

 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for 

qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such 

jurisdictions. 
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