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Brent Surge Exposes Global Economic
Vulnerabilities

Background
Why Brent Oil Matters?

Crude oil has long been one of the most critical commodities in the global economy,
and Brent crude serves as the primary international benchmark for oil prices. Unlike
gold, which symbolizes stability, oil is the fuel behind global growth, trade, and
industrial production.

For decades, oil prices have been deeply tied to geopolitical developments. From the
oil shocks of the 1970s to conflicts in the Middle East, supply disruptions have
consistently translated into price volatility. Major producers particularly in the Middle
Eastplay a decisive role in shaping global supply, making the market highly sensitive
to political tensions in the region.

In recent years, oil dynamics have become even more complex. Shifts in U.S. energy
policy, OPEC+ production decisions, and ongoing geopolitical rivalries have all
contributed to an environment where prices can change rapidly. Events such as
tensions with Iran, conflicts in key transit routes, and changes in global leadership
continue to influence expectations around supply and demand.
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What is happening?

Brent crude oil prices have shown notable volatility in the recent period, as reflected
in the chart. The movement of prices indicates a market that is highly reactive to
evolving geopolitical and economic signals.

Most importantly, the past two months witnessed a sharp and unusual spike, where
Brent prices surged to around $103.7 per barrel a level that signals significant stress
in the market. This spike was not a normal fluctuation; rather, it reflects heightened
fears of supply disruptions, likely driven by escalating geopolitical tensions,
particularly in the Middle East and concerns over key oil transit routes.

Following this surge, prices declined in the subsequent month, suggesting a partial
easing of immediate fears or some correction after the rapid increase. However, this
decline should not be interpreted as a return to stability. Even with the pullback, price
levels remain relatively elevated compared to previous periods.

This pattern of sharp spike followed by a moderate decline highlights a critical point:
the market is not stabilizing, but rather absorbing shocks while remaining under
pressure.
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The recent spike to $103.7, even after being
followed by a decline, is a clear signal that
underlying risks remain high. The effects of
such spikes tend to persist, keeping
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market from fully stabilizing. 20200M08
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What it means?

The recent spike in Brent oil prices particularly the surge to around $103.7 per barrel
reflects a renewed wave of global economic pressure driven by energy markets.

Globally, even with the recent decline, the impact persists. Higher oil prices feed
directly into inflation through increased transportation, energy, and production
costs, which then pass through to consumer prices. This keeps inflation elevated and
limits central banks’ ability to ease monetary policy, as price stability remains a
concern. In short, even after a correction, the inflationary effects of the spike do not
disappear quickly.

For Egypt, the implications are more direct and more sensitive. As a net oil importer,
the spike to $103.7 per barrel translates into immediate external and domestic
pressures:

e« Higher import bill: Increased oil prices raise the cost of petroleum
imports, putting pressure on the trade balance and foreign currency
liquidity

e Rising inflation: Higher fuel and transportation costs feed into overall
price levels, adding to existing inflationary pressures

o Fiscal pressure: The government may need to absorb part of the shock
through subsidies or budget adjustments, increasing fiscal strain

Even with the recent decline in prices, the impact is not fully reversed. The
earlier spike continues to weigh on costs, expectations, and economic
stability.

Overall, The recent oil price surge despite the pullback reinforces how vulnerable the
global and domestic economy remain to energy shocks, with emerging markets like
Egypt facing the most pronounced effects.
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