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– China pipeline or to redirect crude into a northbound pipeline into Russia.  
However, neither option seems to be a realistic alternative in the short-term, 
so it is likely that exports (and production) will need to be cut back. 

Taking another 500,000 to 1 million barrels per day off the market will most 
probably push oil prices up.  This supply disruption may also make it less likely 
that the E.U. will sanction Russian oil exports in the short term. 

So, what are the potential implications for the tanker market?  Most of the 
exports from the CPC terminal in the Black Sea to Europe are shipped on 
Aframax and Suezmax tankers.  Chart 2 shows how rates have developed on 
these routes since Russia invaded Ukraine.  Rates shot up to over $150,000/day 
for both Aframaxes and Suezmaxes in the days following February 24.  Since 
then, rates have stepped down, but they remain very high as owners continue 
to demand a significant risk premium to enter the Black Sea.  Less volumes from 
CPC will not necessarily push Black Sea rates down, but it could increase the 
surplus of medium sized tankers in other regions.  What happens to tanker rates 
will also depend on where the main CPC customers will try to get replacement 
barrels.  Will they tap reserves, or can they buy barrels elsewhere?  Kazakhstan 
is a member of the OPEC+ consortium.  So far, OPEC has resisted raising 
production in response to the Russia-Ukraine crisis.  If the CPC outage extends 
from weeks into months, could OPEC change their mind and tap spare capacity 
to maintain/restore their reputation of a reliable supplier of last resort? 

  

 
 

 
   

 

 

 

 

 

  

CPC pipeline outage further complicates European oil balances 

On Tuesday, 22 March 2022, the Caspian Pipeline Consortium 
(CPC) announced that a diver examination of the Single Point 
Mooring (SPM) equipment at the marine terminal near 
Novorossiysk in the Black Sea revealed storm damage to two of 
the three SPM’s, leading to the temporary decommissioning of 
all three SPMs.  As of Friday, March 25, 2022, the damaged SPM-
2 and SPM-3 remain out, while the third loading buoy, SPM-1, 
which was offline in September 2021 for repairs,, is expected to 
resume operations.  Repairs to SPM-2 and 3 could take several 
weeks to complete.  Until that time, output from the CPC will be 
significantly curtailed.  Crude oil shipments from the Black Sea 
were already challenged due to the armed conflict between 
Russia and the Ukraine.  This will further restrict output in a 
global oil market that was already very tight.  For the tanker 
market this is more unwelcome news. 

The CPC pipeline runs from the Tengiz oil field in Kazakhstan to 
the Novorossiysk-2 Marine Terminal on Russia’s Black Sea coast.   
The CPC pipeline is 1,510 kilometers (940 miles) long and was 
commissioned in 2001.  It has a capacity of 1.4 million barrels 
per day (mb/d).  In addition to oil from Tengiz, the CPC pipeline 
is also a major export route for oil from the Kashagan and 
Karachaganak fields.  Although the CPC pipeline runs through 
Russian territory, it is not wholly owned by Transneft.  
Shareholders include the government of Kazakhstan and a 
number of oil companies, including Chevron, ExxonMobil and 
Shell. 

As can be seen in Chart 1, Europe is the main buyer of crude oil 
from CPC.  In 2021, the majority of CPC was exported to Italy, 
France and countries in Northwest Europe.  If Turkey and other 
Mediterranean countries are included, exports to 
Europe/Mediterranean add up to about 80%, with most of the 
remaining 20% going to Asia.  The U.S. imports very small 
volumes of CPC crude.  In 2021, the U.S. imported an average of 
only 33,000 b/d from Kazakhstan.  It is worth noting that about 
12% of the crude oil that flows through the CPC pipeline is 
Russian barrels, with the remaining 88% coming from 
Kazakhstan.  Despite this Russian content, U.S. buyers are still 
allowed to buy crude from the CPC. 

Based on current trading patterns, it is clear that Europe will be 
most affected by a disruption or a significant reduction of 
exports from the CPC pipeline.  The latest news from CPC 
suggests that output could be down to 500-700,000 b/d.  For 
the producers in Kazakhstan, there are limited alternative 
outlets for their crude.  Some crude could be diverted through 
the Baku-Tbilisi-Ceyhan (BTC) pipeline.  This would involve 
shipping crude across the Caspian Sea to Azerbaijan.  Another 
alternative could be to ship more crude through the Kazakhstan 
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