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2021Changing landscape

2019

SUPPLY

• Global oversupply

• US Group II oversupply

• High inventories, exports

• Global shortage

• US Group II shortage

• Low inventories; backlogs

• VGO prioritised for diesel

• Loss of Russian barrels

• US exports tight

• Likely peaked 

• Flat to declining

• Declining for Group I

• Outpacing supplies

• Supply chain chaos

• Finished lubricant tight

• Outpacing supplies

• Shifting trade flows

• Higher demand ex-US

2021

2022

• Buyer’s market

• Discounts common

• Cheap exports

• Seller’s market

• Supply-driven pressure

• Unprecedented increases

• Seller’s market

• Cost-driven pressure

• Record price levels

DEMAND PRICE
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Consumption returning to pre-pandemic levels

Product supplied hits all-time low in 2021, but rebounding now

Source: US EIAPre-pandemic avg (2015-2019) 2020 2021 2022LEGEND:
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Sanctions complicate imports, tighten supply
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2021 lags 

pre-COVID 

averages

US shutters refining capacity in pandemic
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US refinery capacity vs operating rate

US loses 1m bbl/day in refining capacity to closures

Source: ICIS
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2021 lags 

pre-COVID 

averages

Distillates continue to decline despite high rates
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US distillate stocks vs refinery rate

US distillate stocks trend at 14-year lows; exports rise

Source: ICIS



FUELS
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Lubricant at the mercy of fuels

LUBES

1.0%
Lubricant demand is only a 
fraction of a barrel of crude

Source: ICIS
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Prices on the rise again in 2022 as costs mount
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2021 lags 

pre-COVID 

averages

Source: ICIS

Average US base oil price increases by grade ($/gallon)

2021 posting 2022 posting Total posting ICIS domestic*  ICIS export* 

Group I

SN150 1.20 1.60 2.80 120%

SN500/600 1.90 1.54 3.44 145%

Brightstock 2.24 1.33 3.56 94%

Group II

N100 1.41 1.33 2.74 133% 156%

N220 1.91 1.90 3.81 142% 167%

N600 1.97 2.05 4.02 151% 190%

EHC45 2.10 1.90 4.00 NA

Group III

4cSt 2.38 1.57 3.95 128%

*Note: ICIS price increases are compared with February 2020 prices.
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ICIS export prices carry discount to postings, domestic prices

20 cents/gal

discount to ICIS domestic

Source: ICISMotiva ICISLEGEND:
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2021 lags 

pre-COVID 

averages

Margins robust compared with pre-pandemic norms
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VGO-to-100N spread increases from 40cpg to $2.40

Source: ICIS



Tighter US export availability hurts South America the most
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45% 
of US exports 

go to South 

America

85% 
of South America 

deficit filled by 

North America

-14% 
decline in US exports in 

2021 compared with 2019



Brazil accounts for rising share of US exports
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2021 lags 

pre-COVID 

averages
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$130/bbl
ICIS expectation for Brent 
crude peak in Q3

$95/bbl
ICIS expectation for Brent 
crude floor in 2023
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Brent crude oil outlook
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June manufacturing 

activity slowed, but not 

as ugly as feared. 

A decline in new orders 

is troubling, suggesting 

reduced demand.

US manufacturing weakens
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ISM Manufacturing PMI

Source: ISM

Above 50% indicates 

economic expansion
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Conclusions

Firm prices in near term

Crude above $90/bbl

Easing fuel demand in Q4

Russian sanctions remain

Pent-up finished lube demand

Recession risk climbs

Demand destruction 
needed to rebalance
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