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Russian Economy Dealt Blow With Slumping
Oil Prices

By Brendan Cole

LATEST  Trump Sends Envoy To Make Major New Demand Of Putin: Report

GO AD-FREE Login

https://www.newsweek.com/world
https://www.newsweek.com/topic/russia
https://www.newsweek.com/topic/oil
https://www.newsweek.com/topic/sanctions
https://www.newsweek.com/topic/vladimir-putin
https://track.adform.net/C/?bn=77995793;crtbwp=aAqMRAAAAADchVq83-rPmNWj8PZwwucSpf3saA;crtbdata=-tyE_VEosu4BmkM93abgNeActjy2gaxA6g0-6LEHVWl6d0bub9DMIKZyWXKW25OKWSGAHZkAE1cAx3xV4YVFmMZ90UMZayVcnCoSFJORRibqAJH6-HtngvIDIZ526LXwjBciEXK80gjI-RxCk6EtmAtBjQJgQZozRxOk3VBSy8_BAk_-siL8EgM5Sdj3868ZRVuHYrcjxWBcSFtd4AMWXr_NnUoEIhnbXVdR-od6W0vbSIERpnK_drMtf0b4tkyIQV2Jr-cxE4-IBBBJ3LLwJPR9dB7ksX_2aM_O_dyrFeS4xA8qFzNDX0xM4IWKKWgGo5sLvMNfVVFhNChwTH-eozZ70UK--H0IX6CoDkvzFHxUFwCkBqZcMxUC28CZbf0XA0PeK2cP4o85V6s09QbeyUlPDsgKXMOTrqFrSLNKep-tKAe65MFdzJ-liw-pEN-Nmv_TEzNF0ZsXZCcpfB-nAHn72LB7WTPLU0KrbChvt-6ussS2j9mn8dJyAhAUi_d0Ucef4oU9JzDpdcRN1xmdjsys7fp_zROzQsYERkWpbXrNKPMO-sk6wy3C9IB0REKzVm46e9tWh9gf9uxPaPXQr1XYbhP7iD4uK5RgPQNdMN6hCYbKcmgh_4lbFDE9HLTDdGYTPx0EZb_LjIOvxzsG8k5MgDd0WVt8QHMfnE2Ls8Ow5hkzdS8nei4wsHsrQuZg2C92P90jS9dGwf03wemPtGe3NZCo6tHoZwVUCYGfuWlqaRRvQ5f1DbkQsIcB3sQ-PQh-RF9OA5h-Zxqh-h8OOMS1fc7bXBQl4NWsu4SWUXHX9uT4wXFBLBVeGROZ8jb3XcteX8uJYEAkz96m_artcCaLTgzW4S_VqxcErkC7_JGLumvlr0ip_LKfd1ZgWIVeTCkjLv9GBeeoTR7Tz-InihgzWsZnL9Vc77ZUEJI3Koyb_QIoaN7XUCQ9EvBkd46o372w45VJn-Ah2y6Ix4mScitO8P_0eigx8eww3qqNiOomq2qRicTowqyHCRFcpejpdc8r-WkEdkHIV_nAtWk0dMKfyz0wFH7217AsyxLwQKR7eiIA15gafT7SIUHTKtrXOKcAPFgeIStzZL9ZyvTxrqeE-DEj4_wYrLHhZeo4xlqSUdZEqOqylet0Kom3q7BWARznM3zeGOhB4SKZKGrNxw2;adfibeg=0;cdata=0QPlGILq54ZjwVWBg4mHoKjPrjT6T3q8b7jUkj0yM9AwaHpE-B3T6QhFK7OvXQ072fuW8Lf1q4yL7_celIAPnoPZ0gyXzoGM5GPN2xKkpFpKB5vYThwEWbXXoKG1EmHFO_nRu3k0NZO5w7Mi3nLEiD4Ik4YQdj3S5GPN2xKkpFouKQqASaTL2UpInXU3pLSu9BscXcTI6EcWflJQCepf5Pdah-fKQZZQGocVvhNAySRh7qGlyx_rNeFBboVeNKvP0;;fc=1;CREFURL=https%3a%2f%2fwww.newsweek.com;C=1
https://site.adform.com/privacy/adchoices/
javascript:void(0);
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/us-urge-putin-recognize-ukraines-right-maintain-military-report-2063726
https://www.newsweek.com/subscribe
https://search.newsweek.com/
https://www.newsweek.com/


R

23

ussia's government has predicted the price of its oil will plummet to its lowest level in half a decade, posing a
challenge to the country's sanction-hit economy.

Russia's Economic Development Ministry downgraded its 2025 forecast for Urals crude, Russia's major oil export
brand, to $56 a barrel. This would be its lowest level since 2020 when the COVID pandemic sparked a collapse in
global demand for the country's major export.

Experts have told Newsweek that oil offers U.S. President Donald Trump leverage in pressuring Vladimir Putin as the
Russian president delays agreeing to any peace deal to end the war he started against Ukraine.

Meanwhile, lower prices of the energy export come as a report from the London School of Economics' foreign policy
think tank, LSE IDEAS, said that Ukraine's economic resilience may outlast the Russian oil-funded war machine.

-Geox Sponsored

Penélope Cruz for Geox

Mehr entdecken ⌃

-Geox Sponsored

Penélope Cruz for Geox

Mehr entdecken ⌃

-Geox

Pené

Mehr 

Newsweek reached out to the Russian Ministry of Economic Development for comment.

Oil prices are crashing due to global economic concerns and increased OPEC+ production. Oil exports are a key driver
of Russia's economy, making it the focus of Western-led sanctions, which have aimed to choke funds for Moscow's
war machine.

However, Russia has circumvented a $60 price cap on a barrel of seaborne crude with a shadow fleet of vessels
whose ownership is reorganized to hide links to Moscow.

As major purchasers of Russian oil, such as India and China, become more reluctant to risk secondary sanctions in
buying the commodity, a slump in its price poses a further problem for Russia's revenues.
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READ MORE  Russia

Russia's Economic Development Ministry has reduced its 2025 forecast for the average price of Urals crude to $56 per
barrel, which is well below the estimated $69 price that Russia's budget is based on and the lowest since the
pandemic caused a collapse in demand.

It is also less than the $60-a-barrel tipping point, above which profits from oil exports are added to Russia's sovereign
wealth fund via taxes. Revenues below this cut-off are covered by drawing from the fund, which as of April 1, held 3.27
trillion rubles ($39.8 billion) in liquid assets.

The grounds of a fuel tank farm of Russia's oil pipeline giant Transneft as seen on December 13, 2023.  NATALIA KOLESNIKOVA/GETTY IMAGES
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Berlin-based energy analyst Thomas O'Donnell told Newsweek that plunging Urals crude prices would put serious
constraints on the Russian budget, but they won't stop the war.

However, with Trump reportedly angered at the slow progress of peace talks in Ukraine, targeting Russia's key export
further could be a way to exert pressure on Putin. This could be done by sanctioning the oil exported from the
western-facing ports in Ust-Luga, Primorsk, on the Baltic Sea, as well as Novorossiysk on the Black Sea.

The Ukrainians could also be allowed to use drones and missiles to target parts of the ports that support oil exports,
O'Donnell said, because with market conditions of a great surplus of oil and low demand, pressure would build on
Putin.

"If these ports were closed, half to three-quarters of all of Russia's seaborne oil exports could be conceivably stopped,"
O'Donnell said, "this could cut perhaps 15 percent of Russia's budget income."

David Goldman, head of trading at Novion Global, told Newsweek that in just over a week in April, Russia's oil revenue
dropped by almost 30 percent. Whether Trump intended it or not, his push for lower oil prices may well be the best
bargaining tool he has when dealing with Putin, he added.

Meanwhile, a report released Tuesday by LSE IDEAS, the London School of Economics' foreign policy think tank, said
that Russia is betting its war effort on volatile oil rents, and its fragile financial system is coming under considerable

Russian President Vladimir Putin at the All-Russia's Municipal Forum in Moscow on April 21, 2025.  GETTY IMAGES
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strain.

Even in the face of the Trump administration's apparent pivot toward Moscow, Ukraine and its European allies still hold
more cards than many, including Trump, actually believe, said Luke Cooper, the author of the report and director of
PeaceRep's Ukraine program at LSE IDEAS.

Locked out of international bond markets due to sanctions, a further downturn in oil market prices could lead to an
acute balance of payments problem for the Russian regime, his report concluded.

Also, with Ukraine's sources of external financing secured until 2027, Russia, by contrast, is in a potentially weaker
position, as it is highly exposed to price volatility in the global oil market, Cooper added.

As global demand for oil trends downward, there is an opportunity to increase pressure on Russia, Cooper told
Newsweek. However, the Trump administration is prioritizing the reestablishment of an economic and political
relationship with Moscow.

"The problem is that the Trump administration doesn't appear to want to maximize pressure on Putin," Cooper said.

Luke Cooper, director of PeaceRep's Ukraine program at LSE IDEAS, told Newsweek: "It has long been recognized
that oil is both a source of strength and vulnerability...as global demand for oil trends downwards, there is a clear
opportunity to maximize pressure on Russia."

Energy analyst Thomas O'Donnell told Newsweek: "If Trump wants to really do something, he should simply stop the
flow of oil totally from Russia's three westward facing ports—that would be a huge crisis."

Russia's Economic Development Ministry forecasts only a modest recovery in oil prices in the next three years, with
Urals expected to average $61 per barrel in 2026, rising to $63 in 2027, and $65 in 2028.

However, O'Donnell said that even if the oil price in the 50 dollar area hurts the Russian ability to conduct the war,
unless the price of oil gets below $25 a barrel, it does not pose a serious emergency for Russia, which amplifies the
need for the U.S. to use Russian exports as a tool against Putin.
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