Elena Zotova 
The Uncertainty Premium 
A slow- moving conflict between the West and Iran pushes up the price of the Urals 
At present, the aggravation of the situation with Iran’s nuclear program is a key pricing factor
 in the oil market. Brent and WTI futures have soared by 20% since the adoption of the EU decision to impose the embargo on Iranian oil. The price of the Russian Urals has followed  them.. 

Experts believe that the aggravated geopolitical situation will provide the Russian budget with a surplus for this year. Moreover, Urals, which is similar in its composition to the Iranian oil, will provide a good alternative for Europe.
Heads of the Ministries of Foreign Affairs of the European Union approved an embargo on oil supplies from Iran in early February. The new package of sanctions includes a ban on imports of Iranian oil to the EU, which should come into play on July 1st. Existing contracts for the purchase of Iranian oil can also be executed before July 1st 2012.
In response, Iran has threatened to cut off supplies not in July, but in March, which would not give  importers enough time to agree on the terms of supply with other suppliers. 

Iran is one of the world’s leaders/giants in terms of its total oil and gas reserves. In 2011,  Iran accounted for more than 5% of global gas production and more than 6% of all crude oil production. The volume of Iranian oil exports amounted to 120 million tons. 

Although, only 10% of the European Union countries’ total annual volume of oil is imported from Iran,   about 55% of Iranian oil is consumed by Italy, Spain and Greece, which are all experiencing severe economic difficulties at the moment.
According to estimates by Alexei Kozlov, a leading analyst of Research and Risk Management at UFS Investment Company, the average price for Brent crude oil in 2012, not taking into account the possibility of armed conflict, will be $110 per barrel. “There is a strong likelihood that the aggravation of the conflict will happen in the first half of the year because the time factor plays an important role in the development of the situation with Iran’s nuclear program. When it comes to direct conflict, then we can expect surge in prices of Brent crude oil from 20% - 25%, which works out as  $130 - $140. Light Sweet (WTI) will also respond to the worsening situation in Iran, but its  reaction will probably be more restrained than Brent’s,” says  Kozlov. 
“With  a 70% probability, the average price of Urals oil in 2012 will be in the range of $90 – $105 per barrel, and there is a 20% chance that it will be below this range, the remaining 10% can also go for the probability of growth
,”says Andrey Vernikov, Deputy Director General for investment analysis at IR Zerich Capital Management. 
“In the case of any aggravation of the situation with Iran, the price of oil will definitely be above $ 100 per barrel”, says Sergei Albu, Director of  Audit BDO group in Russia. According to the International Monetary Fund, there is a possible increase of up to $ 140 per barrel. 
Others will get the best 
The Russian budget for 2012 has been laid out based on the price of $100 per barrel, but recent events in Iran have raised the price of the Russian Urals oil to the same price as Brent. The majority of experts told WEj that such parity is preserved at the present time and would continue in the medium term. The market, in turn, continues to provide  a risk premium in the Brent oil price. 

“Due to a high demand for Urals crude oil, which has in turn been caused by the Iranian conflict of the recent months, this kind of oil is trading at $15 - $17 premium, which is about 15% of the real value of Urals,” Alexei Kozlov claimed. 

Oil production in Russia last year amounted to 511.4 million tons, and this year this figure is projected at  around 516 million tons. The volume of oil exports from Russia in 2011 was  244.5 million tons, but  in 2012 this figure could reach about 247 million tons. According to rough estimates, 15% of the “oil” budget revenues amounts to  3.7 trillion rubles per year, or $ 122bn.
In order to understand this comparatively, according to the Ministry of Finance, the spending of the Russian Federation budget for servicing state and municipal debts in 2012 is projected at $ 12 billion.  In 2013 this is expected to increase to $16bn. For defense purposes, the budget is predicted to rise from $62bn, to $78bn and the financing of the national economy will decrease from   $60bn to $58bn.  For general government issues, $28bn will be spent in both years, education will decrease slightly from $20bn  to $19bn, and health care will be funded by $18bn and $17bn in the two years respectively.

� Not sure if “pricing factor” is a real phrase, I have tried to check it but am uncertain. If still unsure, perhaps say “Iran’s nuclear program is a key factor in the increasing oil prices.” 


� Unclear which numbers are referring to what. Rephrase this sentence perhaps, and maybe try to break it up into smaller sections. 


� Suggest that this information be presented as a list as it is quite difficult to read as a sentence. Also check this information again as I have added in a few “increases” and “decreases” in order to make it flow and not be just a list of numbers, so please do make sure that the numbers are correct. 





