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Abstract. The oil and gas sector is one of the key sectors in the structure of the economy of the
Russian Federation, as well as petroleum products industry, and particularly oil lubricants and
components for their production. According to official statistics, the share of exports of petroleum
products in monetary terms was 29 % in 2021, and in some years the figure was more than 50 %.
Because of global events in recent years, including the impact of the COVID-19 pandemic and the
consequences of sanction pressure, significant changes have occurred in the global and Russian
lubricants markets, which have led to the emergence of turbulence in the markets, and resulted
in uncertainty about the further development. The main purpose of this study is to identify the main
trends in the development of the lubricants market in Russia in 2023. Within the framework of the
study, the concept of “oil lubricants” and the main technological features of their composition
and production process are determined. The analysis of the main geopolitical events and changes
that occurred in 2022 and their impact on the lubricants market was carried out. In particular, the
influence of the latter on the market dynamics of the main raw material component to produce
lubricants, as well as its cost both in retrospect and 2023 expectations (taking into account expected
consumption volumes in the domestic and foreign markets) was studied. The study gives a brief
description of the market segments, as well as analyzes the main brands that were present on the
Russian market in 2022 and changes in their composition due to recent events in the industry. Based
on the results of investigation, a comprehensive conclusion about the state of Russian lubricants
market at the current time and the prospects for its development in 2023 was formulated.
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Pa3BuTue pbiHKa CMa304HbIX MaTepuasnos Poccun
B YCJZIOBUSIX CaAHKLUA

M.B. UepusieB ©, A.M. Kynpsimos © <]

Poccuiickuii ynusepcumem 0pyscovl Hapooos,
Poccuiickas @edepayus, 117198, Mockea, yr. Muxnyxo-Maxknas, 0. 6

<1 1142220373 @rudn.ru

AnHotaums. HedrerazoBplii cexTop SBISCTCS OJHUM M3 KIIOYEBBIX B CTPYKTYpe SKOHOMH-
ku Poccwuiickoii Denepanuu, Kak U BXOAAIIAs B HETO OTPACib MPOU3BOACTBA HEPTEPOIYKTOB,
HEMaJIOB&)KHON YaCThIO KOTOPBIX SIBISIFOTCSI CMa304YHbIE MaTepuaibl U ChIPhEBHIE KOMIIOHEHTHI
JUIs UX Tpou3BozcTBa. COrNacHO JaHHBIM O(UIIMAILHOW CTATHCTUKH, JOJIA dKCIopTa Hedre-
MPOJYKTOB B JICHE)KHOM BbIpakeHnu coctaBuia 29 % B 2021 1., a B OTAENbHBIC MPOILIbIC TOIBI
nokazarenb coctaBisii 6onee 50 %. Ha poHe MUpOBBIX cOOBITHI MOCIEAHUX JIET, B TOM YHCIC
prusiaus nanaemun COVID-19 u nmocnencreuii BBeneHust cankuuid co croponsl EC n CIIIA,
Ha TNI00ATBHOM M POCCHHCKOM PBIHKAX CMa30YHBIX MaTE€pHajiOB MPOW3OILIH 3HAYUTEIBHbIC H3-
MEHEHUS, TIOBJICKINIE 32 COO0H BO3HMKHOBEHHE TYpOYJISCHTHOCTU Ha PBIHKAX M, KaK CIIEJCTBUE,
NPUBOJISANIME K BOBHUKHOBEHHUIO HEOIPEEIEHHOCTH OTHOCUTEIILHO HANpaBICHUH JTajbHEHUIIero
paszButusi. OCHOBHOM IICNTBIO MCCIIEIOBAHMS SIBIISICTCSI BBISIBIICHUE TVIABHBIX TEHJICHIIUN Pa3BUTHSI
pbIHKa cMa3zouHbIX MarepuasioB Poccuu B 2023 . B pamkax nccrieoBaHus OMPEEIIsIeTcs Coaep-
JKaHHE PacCMaTPUBAEMOTrO TOHSATHUSI «CMa30YHbIC MaTepHasbDy, (OPMYIUPYIOTCS OCHOBHBIC TEX-
HOJIOTHYECKHE 0COOEHHOCTH MX COCTaBa M Mpoliecca Mpou3BoacTBa. [IpoBeieH aHammn3 IIaBHbBIX
TeONOJIMTHYCCKUX COOBITUH M M3MEHEHHWH, npousomieAmux B 2022 I., U UX BIWSHUS HA PHIHOK
CMa304HBIX MaTepHalioB (HapuMep, YIIOMSIHYTOE pPaHee BBEJCHUE CAHKIIMOHHBIX OTPaHUYCHUH ).
B wacTHOCTH, ONTMCAHO BIUSHUE MTOCIIEIHUX HA PHIHOYHYIO JMHAMHUKY OCHOBHOTO CHIPHEBOTO KOM-
MIOHEHTA IS TPOU3BO/ICTBA CMAa304YHBIX MATEPUAJIOB, a TAKKE €r0 CTOMMOCTh KaK B PETPOCIIEKTH-
Be, Tak ¥ oxkuanus Ha 2023 I. ¢ y4eTOM MPOrHO3UPYEMbIX 00bEMOB OTPEOJICHHS HA BHYTPEHHEM
U BHEITHEM pbIHKaX. JaeTcst kpaTkas XapakTepucTHKa OCHOBHBIX CErMEHTOB PhIHKA CMa304YHbBIX
MaTEepHaJiOB, a TAKKE aHAIM3UPYIOTCS KIIOUYEeBbIe OPEH/IbI, MPUCYTCTBOBABIINE Ha pbiHKe Poccun
B 2022 1., ¥ U3MEHEHHE WX COCTaBa B CBS3M C IOCIEAHUMHU COOBITHSAMH B oTpaciu. Ha ocHoBe
PE3yIBTAaTOB PACCMOTPEHHBIX BOIIPOCOB U MPOBEICHHOTO aHaK3a (POPMYIUPYETCS KOMILICKCHBIN
BBIBOJI O COCTOSTHMH PhIHKA CMa30YHBIX MaTepuasioB B Poccuu Ha TEKyIMiA MOMEHT U MIEPCIIEKTH-
Bax ero pazputus B 2023 1.

KaioueBble ciioBa: HC(I)TCFZBOB&H OTpaciib, ppIHOK CMa304YHbIX MATCpHUaIOB, TCHACHIINN Pa3BU-
TUs1, PBIHOYHBIC IEPCIICKTHUBBI, CAHKIINU

Hcropus crarbu: nocrynuia B pegakuuto 15 maa 2023 ., nposepena 25 utonst 2023 r., npunsta
K myOnmkaruu 23 aBrycra 2023 .

BaarogaprocTu: CraThsd MOATOTOBIEHA B paMKaxX MHUIIMATHBHOW HAyYHO-HCCIIETOBATEIBCKOM
pabotsr Ne203175-0-000 «MIHCTpyMEHTHI pa3BUTHS He(Tera3oBoro koMmrexkca Poccun B ycio-
BUAX TIEPEMEH», BBIMONHAEMOI Ha 0a3e kaeApsl HAMOHAIBHONW SKOHOMHUKH KOHOMHYECKOTO
¢akynsrera, PY/IH.
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Introduction

The export of petroleum products and the stability of the oil and gas sector
in Russia are one of the key and most important aspects of the national economy
(Bogdanova, 2018). According to official statistics, the share of petroleum products
in the structure of Russian export was 29 % in 2021, and in 2015-2016 this figure
was more 50 %.! At the same time, the events of recent years have had a significant
impact on the functioning of the industry and the lubricants market (Lizovskaya, 2021;
Pulyaev, Khudashova, 2016; Tsvetkov, Maksimov 2020).

As a result, certain preconditions for changes in the conjuncture of this
market had formed. This research is aimed to identify the main market trends in the
lubricants market in 2023. Among the tasks of the research, the following ones can
be distinguished:

1. Define the content of the concept of “lubricantsy.

2. Briefly describe the current market situation.

3. Analyze the main changes that occurred in the market in 2022 and their impact

on the lubricants market.

4. Formulate the main trends in the development of the market.

Within the research both general scientific methods of induction and
deduction, analysis and synthesis, as well as methods of comparison, observation,
expert evaluation and the surveys of the social research were used. Methods
of economic and statistical analysis, as well as the graphical method, were widely
used, too.

The statistical data of foreign trade of the Russian Federation, forecasts of the
Ministry of Economic Development, official data of Rosstat were used as the source
base of the research. In terms of the analysis of the lubricants market, open data from
the Argus pricing agency, as well as materials from independent assessments and
studies, were used.

In 2022, the Russian economy faced unprecedented economic pressure caused
by the impact of sanctions imposed by the countries of the European Union, the
United States of America and a number of other countries. The restrictions affected
a significant number of sectors of the economy and industry, including the oil and
gas sector, as it was mentioned in the research published by M.V. Chernyaev and
D.L. Paleev (Paleev, Chernyaev, 2022).

' See: Calculated by the author on the basis of EMISS data (Unified Interdepartmental
Information and Statistical System). Retrieved March 20, 2023, from https://fedstat.ru/indicator/37393;
Rosstat — Official statistics. Retrieved from https://rosstat.gov.ru/folder/10705
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In this regard, the 6" package of sanctions is of particular interest within the
framework of the ongoing research, which, along with other measures, includes
an “oil embargo”, which provides for a ban on the import of oil and petroleum
products of Russian origin. The package of sanctions was adopted in early June
2022, and the ban on the purchase of petroleum products began to take effect
on February 5, 2023.

Imposition of the sanctions and general geopolitical situation have had
a significant impact both on the economy of the Russian Federation (directly) and
indirectly on most of other countries in the world, as well as on global commodity
markets. As a result, significant fluctuations in the lubricants market also occurred
(hereinafter under the terms “lubricants”, mineral-based oils of various purposes are
considered: motor oils, industrial oils, marine oil, etc. Greases and auto chemical
products and other process fluids will not be included in this concept within the
framework of the research).

Results of the research

In particular, let’s consider the price dynamics of the most important raw
material component, which has a share of 75 % or more in the finished product —
base oil. The remaining fraction in the composition of lubricants is a special
additive that gives the oil necessary performance characteristics. In turn, the
base oil is a product of oil refining (In particular, gas oil) (Petrovsky, 2020).
Depending on the method of production, viscosity index, amount of sulfur and
other indicators, base oils are divided into 5 main groups (according to APl —
American Petroleum Institute).?

Within the framework of this article, base oils of groups 1-3 will be considered,
which are directly obtained from oil and are most widely used in the production
of lubricants. The base oils of the higher groups are completely synthetic and
are obtained by chemical means, their share in the total volume of base oils
is insignificant.

Since the prices of base oil directly depend on the port of shipment and the
product group, we will consider the most typical average quotes of common base oils
of the 1st group (widely represented on the Russian market and quite massively used
in production) with a delivery basis in the ports of the Black and Baltic Seas. Deliveries
via the Baltic Sea ports are the main export channel.

The dynamics of quotations for the remaining product groups will closely
correlate with the selected indicators presented in the graph below (Figure 1):

2 See: According to the marketing materials of LLK-International and Gazpromneft Lubricants:
what is engine oil made of? // Zen | Blogging platform. Retrieved March 20, 2023, from https://dzen.ru/
a/Y-IPOVUGWUHNPUIn; Marketing materials // Engine oils Gazpromneft (Gazpromneft) [Electronic
resource]. Retrieved March 20, 2023, from https://gazpromneft-oil.ru/ru/brand/marketing
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Figure 1. Base oil dynamics

Source: Argus independent price agency. Retrieved March 20, 2023, from
https://www.argusmedia.com/ru/white-papers?language = Russian

As can be seen from the graph above, there has been a sharp increase in quotations
since the spring of 2022 approximately, which means an increase in prices for base oil,
and as a result, an increase in the cost of manufactured products.

The increase in prices was directly related to the expected shortage of products
on the market, changes and increase in the cost of logistics caused by existing increased
demand from consumers and their further expectations because of sanctions.

The dynamics of prices for finished products changed in the same patterns
as well, while most manufacturers of lubricants managed to gain increased profitability
due to favorable macroeconomic situation. Basically, it was possible primarily due
to realization of product inventories with low costs.

It should be noted that, in general, the turnover period of inventories in this
industry is quite long and can be equal to 3 months or even more depending on the type
of products and the specifics of production and logistics schemes. At the same time, the
dynamics of prices for finished products, as it was established earlier, is closely related
to the dynamics of quotations of raw materials. These factors must be considered when
analyzing the marginality of sales and pricing management in a specific period.

Additionally, it is worth considering that finished lubricants have a sufficiently
long shelf life and, accordingly, the period of storage in a warehouse, which allows
to manage the cost in certain situations (Smirnov, 2019).

D.M. Petrashova (Petrashova, 2018) also comes to the corresponding conclusions
(described above) in her research of the lubricants market. There is a close correlation
of price and cost, which is associated with the dynamics of the price factor. At the
same time, the rates of change in cost and price, despite the general dynamics, differ,
which is explained by the influence of inventory sales. This is clear from the dynamics
of profitability of sales over the reviewed periods.
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Since the end of the summer of 2022, there has been a decline in the quotations
of base oils, which is associated with an oversupply in the market and a continuing
decline in export volumes caused by meeting of extra demand of previous periods and
formation of necessary secure stocks (mostly by consumers from European countries)
before the sanction’s restrictions come into force. The data is confirmed by the relevant
statistics of the Argus agency (Figure 2).
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Figure 2. Dynamics of Russian export of base oils, ths. tons

Source: Argus independent price agency. Retrieved March 20, 2023, from https://www.argusmedia.com/ru/
white-papers?language = Russian

As can be seen from the graph presented above, at the current moment the recovery
of export volumes to the level of 2021 seems difficult, since an instant reorientation
of export directions is impossible: the most promising are Asian markets characterized
by high competition from Asian and international brands (it is logical to assume that
manufacturers who left the Russian market under the influence of sanctions are also
reorienting volumes to alternative markets).

In this connection, the volumes intended for export are primarily directed to the
domestic market and it led to a surplus of raw materials in the domestic market. This
is an additional factor of downward pressure on prices along with the global trend.

In turn, the domestic market cannot fully “absorb” additional volumes of raw
materials and finished products due to the general decline in the level of industrial
production and overall consumption.

Thus, according to Rosstat and the assessment of the Ministry of Industrial Trade
of the Russian Federation,? the industrial production index will be 99.4 % in 2022 and
98.2 % in 2023 correspondingly (Figure 3).

* Ministry of Economic Development: this year the decline in industrial production in the
Russian Federation will be 1.8 %, in 2023—1.3 %. Finmarket.ru. Retrieved March 20, 2023, from http://
www.finmarket.ru/news.asp?id = 5810029

784 ECONOMY OF INDUSTRY MARKETS


https://www.argusmedia.com/ru/white-papers?language
https://www.argusmedia.com/ru/white-papers?language
http://Finmarket.ru
http://www.finmarket.ru/news.asp?id
http://www.finmarket.ru/news.asp?id

Yepusies M.B., Kyopsuos A.M. Bectauk PYJIH. Cepust: Dxonomuxa. 2023. T. 31. Ne 4. C. 779-790

107,3
105 105,3
103,4 103,7 103,5 103,4
101,7 101,8

> ) 4

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Figure 3. Dynamics of the industrial production index in % compared to the previous year

Source: built by author based on data from Rosstat and Ministry of economic development. Retrieved from:
Retrieved March 20, 2023, from https://rosstat.gov.ru/folder/10705; http://www.finmarket.ru/news/5810029

Thus, the accumulated value of the index by the fact of 2021 will be -2 %. The
magnitude of this decrease is the minimum value of losses in the volume of demand for
industrial oils in Russia (used directly in manufacturing industries) (Baranovsky, 2020;
Lizovskaya, 2021).

As for the PVL segment (Passenger vehicle lubricants), consumption is expected
to decrease in this segment due to limited car supplies and negative trends in the car
market in general, which is primarily due to the impact of sanctions’ restrictions. For
the above reasons, a similar decrease is expected in the consumption of transmission
oils.

The CVL (Commercial vehicle lubricants) segment looks the most promising:
in this case, because of the development of alternative supply channels (and parallel
import) of goods and services and the corresponding change in logistics schemes
in general, even an organic increase in the consumption of lubricants is possible.

An additional factor of pressure in the market is the continued presence of foreign
brands in the lubricants market in Russia.

Despite the withdrawal of major international players from the Russian
market (In particular, the “Shell” brand, which sold its assets to produce lubricants
and a network of gas stations to PJSC “LUKOIL”) 4, their presence in the market
is maintained through the implementation of parallel import schemes. Among other
brands, such brands as Castrol, Mobil, Total also announced their departure.

There is also the entry of new players into the market from Asia and other
countries that previously occupied a small share or were not present at all in the
Russian market.

As a confirmation, let’s turn to the infographic of the top 15 brands of motor
oils in 2022 (as one of the most significant segments of the lubricants market).
According to the research, the first place is occupied by the “LUKOIL” brand
(13.3 % share), the second and fourth places are occupied by “Shell” brands

* LUKOIL has closed a deal to acquire SHELL downstream assets in Russia [Electronic
resource]. URL: http://lukoil.ru/ru/PressCenter/Pressreleases/Pressrelease/lukoil-zakryl-sdelku-po-
priobreteniiu (accessed: 04.23.2023).
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(11.7 %), “Mobil” (5.9 %) and “Castrol” (4.4 %) respectively. As you can see,
foreign brands retain their positions in the market in 2022, despite the absence
of deliveries from official suppliers®. In the same research, there is an increase
in demand for the Korean brands “Kixx” and “ZIC”. Despite maintaining
approximately, the same market share, sales of oils of these brands increased
by 18 % and 36 % respectively in 2022.

It is also worth noting the increased competition from the other Russian
lubricants producers. Thus, in certain sectors of the lubricants market, the shares
of imported brands tend to be occupied by previously not widely known Russian
companies (Mamykin, 2023, Stepankov, 2022). For example, lubricating oils
under the brand “TAIF” are actively increasing their presence on the Russian
market in terms of supplies for lubricants for gas turbines (Stepankov, 2022).
This confirms the previously put forward thesis about increased competition
in the market.

The leading positions of Russian lubricants producers are quite understandable:
in addition to the increase in demand because of sanctions, the high quality of lubricants
produced, and of motor oils particularly, is confirmed in the research conducted
by Shcheglov G.V. and Maslova S.S. (Shcheglov, Maslova, 2022). Comparable oils were
analyzed (the most popular among car users) under the brands “Shell”, “LUKOIL”,
“TOYOTA”, “Sintec” and “JB German Oil”. According to the results of the study,
LUKOIL brand oil is one of the most competitive compared to imported analogues
(Shcheglov, Maslova, 2022).

Absolutely similar conclusions were obtained in recent research by a team
of authors from Belarus. In their research motor oils under the brands “Motul”,
“LUKOIL”, “Shell” and “Naftan” were compared in terms of use in cars “Skoda
Rapid” (Pivovarchik, 2016). According to the results of the analysis motor oils under
the brands “Motul” and “LUKOIL” were recommended for use. Similar results were
obtained in an earlier study when comparing LUKOIL brand oils and Belgian “Ursa”
(Pivovarchik, 2019).

Probably, that was the effect expected from the program of import substitution
introduced in 2018, which was described in details in the research by M.V. Chernyaev
and A.V. Korenevskaya (. Chernyaev, Korenevskaya, 2018)

Conclusion

The lubricants market plays a significant role in the economy of the Russian
Federation, being an important export commodity, especially considering the sales
volume of the initial raw material component — base oil. Moreover, Russian domestic
market is also one of the largest in Europe.

Nevertheless, because of the economic and geopolitical events of recent
years, there have been significant changes and fluctuations in the market

> TOP-15 brands of motor oils. Rating of demand among Russians // Zen | Blogging platform.
Retrieved March 20, 2023, from URL: https://dzen.ru/a/Y-yamOKDShmv_SG?2 (accessed: 03.21.2023).
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of lubricants and related raw materials market. It is worth noting the decline
in sales of base oils for export and the withdrawal of major European and
American brands from the Russian market. This leads to additional risks for
manufacturers of lubricants, especially considering some features of the industry
described.

Based on the results of the research, the following main trends of the lubricants
market in Russia in 2023 and further in can be formulated:

¢ oversupply of the market with raw materials for production.

¢ involvement of stocks with high cost against along with declining price

indicators.

¢ decrease in demand for lubricants caused by fall in volumes of production and

recession in certain industries.

* increased competition in the market due to the development of new brands and

the establishment of a parallel import scheme.

To overcome the challenges that have arisen in the Russian market in efficient
way, manufacturers of lubricants need comprehensive measures to improve the
efficiency of their operating activities. They must include not only technological, but
also economic, as well as marketing aspects that should take into account accumulated
domestic and foreign experience.
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