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I worry that the war on climate change may cause a pinch in the oil markets. While I can understand the concern, it may
be that the speed of the push to reduce carbon dioxide emissions is laying the groundwork for a mismatch between oil
supply and demand in coming years.
In late May, the International Energy Agency (IEA) released a 224-page white paper, “Net Zero by 2050: A Roadmap for
the Global Energy Sector.” It is an aggressive playbook.
This exhibit really caught my eye. If the world is to cut carbon dioxide emissions to net zero by mid-century, it will require
a drastic reduction in oil supply, with attendant market share gains by OPEC.
Figure 1: IEA Projections in a 2050 “Net Zero” Carbon Emissions Scenario

Look at the second frame. The green energy transition requires a quintupling in critical minerals demand. Such ambitions
could be doable if it is a matter of setting up mining operations in Yukon or the Australian back country, where you can
count on contract law and clear labor rights.
But that is not the case with many of the metals that go into electric vehicle batteries. For example, 70% of the world’s
cobalt comes from the Democratic Republic of the Congo, with considerable proportions mined by hand, by children.
About one-ﬁfth of the commodity’s supply comes from such labor—before it is trafﬁcked through back channels into
nations that fall afoul of international law.
Figure 2: The Democratic Republic of the Congo Controls Global Cobalt
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Additionally, a coordinated effort to reduce carbon emissions cannot happen without global unity.
To get everyone on board, Russian President Vladimir Putin would need to willingly agree to make obsolete the
lifeblood of his country’s economy. Easy to do if your country’s stock market is 3% energy stocks, as is the case in the
U.S.; not so easy when the sector is 44% of the MSCI Russia Index.
Urals crude, Russia’s benchmark, has doubled from $37 a few days before the U.S. election to $74 now. As is often the
case, the Russian ruble has rallied with the oil price (figure 3).
Figure 3: Russian Ruble per Dollar

Everywhere you turn in this industry, investing by environmental, social and governance (ESG) standards is all the rage.
Read a few oil company shareholder proposals for severe cutbacks in exploration, and you would think demand is
collapsing.
But it is not.
The fact remains that mid-decade oil demand is going to be higher than 2019’s 100.6 million barrels per day. The IEA
forecasts it will be 104.1 mb/d in 2026, with a common estimate across the Street of a few more million barrels being the
daily norm around 2030.
If ExxonMobil, to name one, has its hand forced and cuts its exploration budget, the gap may be ﬁlled by petrostates
such as Saudi Arabia. That is critical because, as the ﬁrst chart showed, OPEC nations already control 34% of global
production.
I name ExxonMobil because it offers an example of a shareholder proposal causing a business model comeuppance. A
successful proxy campaign by Engine No. 1, a small activist investor with a 0.02% equity stake, managed to secure three
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seats on the company’s board in May. With votes from the likes of BlackRock and the California State Teachers’
Retirement System (CalSTRS), the company is being pushed to invest in alternative energy and carbon sequestration.
This is a company that produces 2.3 million barrels of oil per day.
An energy major that will not be filling Exxon’s supply vacuum is Royal Dutch Shell.
That is because a judge in the Hague just ruled that the Anglo-Dutch energy major also needs to do something about
climate change. The declaration: reduce greenhouse gas emissions 45% by 2030.
You imagine the C-suite at the likes of Chevron and Occidental Petroleum are also wise to the news cycle. This
intentional supply destruction doesn’t end well for oil bears if demand holds up in our post-Covid-19 world.
The seeds are being planted for an oil shock down the road. Quizzically, it appears the West seems ready, willing and
able to allow both OPEC and Russia to increase market share.
Oil’s last bull market lasted more than 10 years, from 1998 to 2008. This one is barely a year old. If you are wondering
what happens next for inflation, it may be a good idea to consider if oil’s run may be in its early days.
Importan t Risks Re late d to th is Article

ESG investment strategies limit the types and number of investment opportunities available, as a result, they may
underperform other strategies that do not have an ESG focus. Companies selected for inclusion in the strategy may not
exhibit positive or favorable ESG characteristics at all times and may shift into and out of favor depending on market and
economic conditions.
View the online version of this article here.
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IMPORTANT INFORMATION
U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.
There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, ﬁxed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.
Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a speciﬁc time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or ﬁndings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.
The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any ﬁnancial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its afﬁliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss proﬁts) or any other damages (
www.msci.com)
Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Kara Marciscano, Jianing Wu and Brian Manby are registered representatives of Foreside Fund
Services, LLC.
WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.
You cannot invest directly in an index.
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DEFINITIONS
MSCI Russia Index : Index weighted by ﬂoat-adjusted market capitalization designed to measure the performance of
the Russian equity market.
ESG : An acronym for environmental, social and governance, ESG standards quantify the degree to which a company is
socially responsible. &nbsp.
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