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“Is there anyone I wouldn't take as a client? Well, I'd never represent a banker.” – Gary Spence
In late 2021, the European environmental advocacy group ClientEarth discreetly filed a 94-page complaint with the United Nations (UN) Human Rights Council against Saudi Aramco, the world’s largest oil-producing company. ClientEarth’s missive asserts that (1) the continued production of fossil fuels is a de facto affront to human rights, (2) Saudi Aramco is a large producer of fossil fuels and intends to be so for decades to come, and (3) the combination of these two assertions makes Aramco a pariah under international law.
ClientEarth’s complaint was treated with the utmost seriousness, commanding a parade of UN officials over a nearly 2-year period of internal review, resulting in a response from the UN Working Group on the Issue of Human Rights and Transnational Corporations and Other Business Enterprises, the Special Rapporteur on the Promotion and Protection of Human Rights in the Context of Climate Change, the Special Rapporteur on the Issue of Human Rights Obligations Relating to the Enjoyment of a Safe, Clean, Healthy and Sustainable Environment, the Special Rapporteur on the Implications for Human Rights of the Environmentally Sound Management and Disposal of Hazardous Substances and Wastes, and the Special Rapporteur on the Human Rights to Safe Drinking Water and Sanitation.
That’s a lot of rapporteurs. 
It wasn’t until June 26th of this year that these UN advisors delivered a sternly worded letter to Amin Nasser, CEO of Saudi Aramco and close advisor to Saudi Crown Prince Mohammed Bin Salman (MBS), informing him of this rather serious complaint and issuing demands for all manner of company information. A copy of the letter was also distributed to Saudi Aramco’s bankers, including JPMorgan Chase, Citigroup, HSBC Holdings, Sumitomo Mitsui Banking Corporation, Crédit Agricole, Morgan Stanley, BNP Paribas, Goldman Sachs Group, Mizuho Financial Group, Société Générale, and EIG Global Energy Partners. Two months after delivering the correspondence, the UN released it to the public, triggering a predictable avalanche of headlines:
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In the weeks between when the UN letter was sent and when it was made known, a fascinating development laid bare the vast juxtaposition between what this cadre of rapporteurs was busying itself with, and the raw power politics of energy and high finance. To wit (emphasis added throughout):
“The world's top asset manager BlackRock has named Amin Nasser, the chief of the world's largest oil company Saudi Aramco, as an independent director. Nasser joined Saudi Arabia's state oil giant as a petroleum engineer in 1982, and decades later in 2019 led Aramco's initial public offering.
His expertise in the Middle East will fill the gap left by Bader Alsaad, chairman of the board of the Arab Fund for Economic & Social Development, who is not standing for reelection on BlackRock's board in 2024, the asset manager said on Monday.”
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You believe this nonsense? | Getty
This jarring sequence of events would be amusing if it weren’t so absurd—a pointed example of our fragmented scientific, political, and financial discourse. To identify where the real power lies, ask yourself a simple question: which can’t the world live without, oil or the UN? Imagine if Saudi Aramco stopped producing oil today, or even signaled to the market that it would drastically cut investment in exploration and production.
Perhaps sensing political weakness with the developed world, MBS has ensnared it in a game of “be careful what you wish for.” In the past several months, Saudi Arabia began systematically flexing its market power, something made all the more effective by the West’s bungled collective energy policy. In so doing, MBS is signaling that his new “Saudi First” policy will have teeth to alter the energy landscape for decades to come. As the West unsuccessfully tries to wean itself off fossil fuels and kneecap its production of the world’s most important commodity in the process, will the oil-rich countries have the discipline to extract maximum value? What are the potential economic and geopolitical impacts of elevated energy prices? Will Wall Street chase the money, as it seemingly always does? Let’s explore the recent news flow.
We begin in early June, when Saudi Arabia shocked the world by announcing it would cut oil production by 1 million barrels a day beginning in July and signaled a willingness to maintain this lower level of production for an extended period if need be. In August, it declared its intent to preserve those cuts through the end of September. Unsurprisingly, these actions are beginning to find their way into all-important Saudi export data:
“Saudi Arabia’s crude exports fell sharply in August as the kingdom leads an effort by the OPEC+ alliance to curb production and bolster oil prices. Observed flows from the kingdom slumped to about 5.6 million barrels a day, the lowest since March 2021, data compiled by Bloomberg show. That compares with a revised 6.3 million barrels a day in July. Shipments to most major destinations, including China and the US, plummeted to multiyear lows.
The Organization of Petroleum Exporting Countries and allies including Russia are restricting supply in order to buttress the market, particularly amid signs of lackluster demand in major oil consumer China. Since July, Saudi Arabia has pledged to implement a unilateral production cut of 1 million barrels a day on top of existing curbs.”
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The price action in oil since June demonstrates two interesting phenomena. First, the market was slow to digest the seriousness of the Saudi move, perhaps assuming that MBS was bluffing or that other oil producers would fill the void. Second, the violent upward swing in Brent crude futures as the data rolled in reminds anyone watching how inelastic the demand for oil is in modern society. Although 1 million barrels a day represents just 1% of global oil demand, the Brent contract is up over 20% since the end of May—this, despite apparent economic weakness in China. Imagine if the rapporteurs got their way?
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Perhaps uncoincidentally, with oil nearing extremely attractive levels once again, the Saudis are floating the prospect of selling more of Saudi Aramco’s equity to the investing public. In 2019, Aramco raised an astonishing $29.4 billion (inclusive of the greenshoe) by selling just over 1.5% of the company, giving it an implied market value of $1.7 trillion. The Wall Street Journal broke the details of the latest potential offering last week, which undoubtedly has every major bank on Wall Street salivating at the prospect:
“Saudi Arabia’s on-again, off-again plans to list more shares of Aramco, the world’s most valuable oil company, appear to be on again. The kingdom is considering selling a stake of as much as $50 billion, people familiar with the potential deal said, an amount that would be the largest offering in the history of capital markets.
After monthslong consultations with advisers, the kingdom has decided to host any new Aramco offering on the Riyadh exchange to avoid legal risks associated with an international listing, according to Saudi officials and other people familiar with the plan. A final decision hasn’t been made on the timing of the deal, but some of the people familiar with the transaction say the kingdom could offer the shares before the end of the year.”
Using price data from the Saudi markets and converting to US dollars, Saudi Aramco currently trades at an implied market cap of $2.2 trillion, behind both Apple and Microsoft. Considering that the company delivered over $62 billion in net income in just the first half of 2023—a figure 40% higher than what Apple turned in during the same period—the valuation is likely frustratingly cheap from the Saudi perspective, especially in light of Aramco’s massive energy reserves. Nonetheless, there is but a muted distinction between the country and the company, making proper valuation difficult.
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Who might be interested in participating in such a deal? How about sovereign wealth funds currently sitting on US treasuries, especially those from net oil-importing countries? In the aftermath of Russia’s seized foreign reserves, many countries are looking to diversify away from the global reserve asset and have been buying up gold in the process. If your objective is to ensure your excess reserves preserve their purchasing power in oil terms, what better way than to own a piece of the largest oil producer directly? The Chinese—who have been selling US Treasuries for years—would likely leap at the opportunity to participate.
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And what about the banks? Does the receipt of a UN warning that they might be financing “human rights violations” by doing business with Saudi Aramco make them less likely to facilitate this raise? Frankly, the suggestion is laughable. As excited as the banks are to help Masayoshi Son raise upwards of $5-6 billion in Arm’s upcoming initial public offering, imagine how quickly they will knock each other over in the mad dash to participate in a deal that could be an order of magnitude bigger?
The West’s complex relationship with fossil fuels looks set to deliver a worst-of-all-outcomes scenario for the global economy. By playing footsie with climate alarmists, politicians and financiers have made it marginally more difficult for Western energy producers to compete, handing market share (and pricing power) to Saudi Arabia and its allies in OPEC+, a group all too willing to flex its newfound leverage. This folly ensures elevated energy prices will continue to put pressure on interest rates, both because energy is a key driver of inflation and because US Treasuries have become a less attractive home for excess reserves. By selecting Nasser for BlackRock’s board of directors, Larry “ESG” Fink has advertised that there’s only so far Wall Street is willing to go in the name of climate change: far enough to embolden our geopolitical adversaries, but not so far as to jeopardize fees.
“♡ Like” this piece or get stuck with the rapporteurs.

image3.png




image4.png




image5.png




image6.png




image7.png




image8.jpeg
UN Experts Challeng

e Saudi Aramco Over
H Barron's | 9 days ago - SR

allegations that their activities are fuei

ing climate ch

ange-felated negative impacts on human .

Aramco Targeted in UN Human Rights Probe Tied to
Climate

© Bioomberg L. 1 9 cays sg0

Saudi Aramco s being investigated by the Unitec Nations or
possible human rghts violations tied to fossikfuelinduced cimate

change, UN experts chae o
ms 9€ Saudi Aramc over climate

B Aboritor | deye ago

UN erocits have wrten .o 1,
287 chalenging e oy
eling cimate change relser
[P cecreof comespinasnce m;
PP Procecurcswabsre

UN Experts Claim SaudiAramco May B& Violating
Human Rights With O Production
Crude Ol Prices | 6 days 309 |
T unnamed UN hin fights experts sent a1 ¢
s was infinging on numer FGAS 5 I

‘arameo claiming thatthe campRny:
it s of production.

™ Soudi Arameo o

ot e acties are

6 on humn ights o

urdey on a Unted Nations human

A

UN rights experts raise climate change concerns with
Saudi Arameo

EJ Reters on MSh.com 19 doys ago

UM, experts senta fetter of concern to Saudi Arabian oil iant
Arameo, saying is expansion of fossi fuel producton and ongoing
exploration threaten human right, a document posted on Fiiday.
showed.





image9.jpeg




image10.jpeg
71397 0n 0832 000 barrels per day

3
Saudi Arabia Crude 0il Total Exports SOURCE: BLOOMBERG i

T oo § e
TR A S T 6 Oat % O

9500
9000
Exports of Oil From Saudi Arabia
| (‘000 bpd) =

. Dec3 Mar3l Jun30 Sep30 Dec3l Mar3l Jun30 Sep30 Dec3l Mar3l Jun30 Sep30 Dec3l Mar31 Jun30 Sep30 Dec3i Mar3l Jun30 ..
2018 | 2019 2020 | 2021 2022 2023




image11.jpeg
e (
VIO (B St M Daly v S -

E 88.49 /88.50 2x19  Prev 88.55

0p 88.95 Wi 88.95 1o 88.26 int 506279

 Hov Avgs.# B Key Events
Tabe
Tk £ A %, 2m

Brent Crude
(UsD/barrel)

00
f‘?

SOURCE: BLOOMBERG

+ Relted s - RN < / (it Ot ©

100

3l Aug




image12.jpeg
AB SAR 134.30  0.15 W, [34.25/34.358  2820x37810

ol At 8:20 d Vol 13,714,339 0 34.406 | 34.406 | 34.056 Val 469.026M SOURCE: BLOOMBERG i

o i

en
o

— 0
T A
-2.47
Saudi Aramco’s Market Cap
(usp)
f2201]
2T
BTACK.COM
18T
16T
14T
D.‘e Mar Jun Sep D.e‘ Mar’ )‘;)21 Sep Doe‘ Mar Jun Sep Dec Mar’ Jun Sep

2022 | 2023




image13.jpeg
Hrowar  835.4 As Of 06/30/23  Billions .

ST Holders (5= SOURCE: BLOOMEERG

YOI RS 5 5 Hov Avs.# B Key Events

0 M oMY WSy Tae + bkt O N < (61Ot &
ok £ e e 2 1400

China’s US Treasury Holdings
(Billion USD)
1000

20001 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 |2023




image1.png
2

Doomberg

OOOOOOOO .SUBSTACK.COM





image2.png




