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The day-to-day world of crude oil traders is not usually open to outsiders. Few non-specialists appreciate how oil traders
approach the markets, what their backgrounds are, and how they make money. This article briefly summarizes a book which
brings the oil trading world to vivid life. The book, in turn, introduces the reader to 40 real-life trades or strategies that were
carried out by named market participants. The 40 chapters cover different geographies and different crude oil markets,
providing an unparalleled insight into how crude oil traders work and think, as well as insight into how the markets have
developed over time.

The Beginnings of Oil Trading
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Real-Life Examples of
Innovafive Trading

History does not record the name of the first oil trader, although he was almost certainly
an enterprising Babylonian merchant who dealt in bitumen. Some 3,500 years later, the
founder of Shell, Marcus Samuel, is often cited as the first modern trader. Samuel was,
however, the exception rather than the rule: throughout most of the 20th century, crude
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oil was sometimes sold by producers to refiners, but it was not typically “traded.”

Modern oil trading only truly emerged in the 1970s, when the major Western oil companies lost control
of the market, largely because of the greater desire for independence of producer countries as well as the
emergence of new oil-producing regions. The ensuing increase in price volatility and market fragmentation
attracted a new group of intermediary firms who were prepared to buy and sell oil in different ways, taking
substantial risks in the hope of making outsized profits. Many of these independent traders, of whom the
most notorious was Marc Rich, enjoyed great initial success. This encouraged the major oil companies to
set up their own trading desks and later attracted the Wall Street banks and other financial players to also
try their hands at oil trading.

Trading has become integral to the way the oil industry currently operates. Modern economies rely heavily
on oil traders to keep crude oil — still the world’s most important commodity — flowing profitably around
the world. But who are the individual oil traders that make the markets happen? How do they think, what
does a typical day look like, and how did they get their jobs in the first place? Answering these questions
is not simple.

Oil companies are a magnet for negative publicity, often with good reason. As a result, oil traders generally
shy away from the spotlight, even though the nature of their job, which relies on interpersonal skills,
means that most traders are by temperament open and outgoing. | have spent a couple of decades talking
to oil traders as part of my job, and my book — 40 Classic Crude Oil Trades: Real-Life Examples of Innovative
Trading — looks to bring some of the talented individuals that operate in the oil markets out of the shadows.
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Meeting the Oil Traders

Oil trading is many things, but it is not dull. | have always enjoyed hearing about different trading strategies
and how traders employ their ingenuity to try to turn a profit, even in challenging circumstances. The
book allows the reader to listen in to a group of prominent oil traders reminiscing about their approaches,
their strategies and their careers, through the lens of a specific trade or market strategy. The contributors
are drawn from different eras, different regions and different backgrounds. Their different paths confirm
there is no standard way to become an oil trader. After all, you cannot study “oil trading” at university.

Many traders enter the industry through graduate schemes run by large oil companies and are eventually
assigned to a trading desk, but others come in through the operations team or move sideways from other
parts of the industry. Academic success can be an advantage but temperament and practical skillset are
valued just as highly. Trading is a performance-based career, where results are more important than
background, and a trader is only as good as their recent performance. In this sense, the profession is a
genuine meritocracy: even if connections or good fortune get you through the door, only positive results
will see you retained on a trading desk.

What Traders Share

Having mentioned the variety in backgrounds and approaches between different traders, it seems only
right to also look at the elements that unite them. A few key traits emerged again and again across the
chapters. Each reader might spot different patterns, but for me the three most commonly shared
characteristics were restlessness, high energy levels, and sociability.

The restlessness stems, | believe, from an innate spirit of inquisitiveness and a desire to shake up and
improve the status quo. These are not people who like to stand still or to execute the same trades day
after day, and year after year. “I don’t like just accepting how other people have set things up,” says Chris
Del Vecchio, while Philippe Khoury says he loves trading because “as a trader you can change the way you
do your business almost every day.” This restlessness and intellectual curiosity mean that even profitable
trading strategies were constantly interrogated to see if they could be tweaked to increase their
profitability. “Any decent crude oil trader should always be seeking to do something more,” says Manosh
Saha. The restlessness also springs from the high energy levels that most traders seem to possess. Traders
often work long hours on their own market as well as handing over with colleagues in different regions
and time zones.

Traders also spend a lot of time on planes visiting suppliers and customer, and beyond the heavy workload
is often a very active social life. Despite the pressure on personal time, the social side of trading is
nonetheless the piece that most traders speak of fondly. The nature of their role typically obliges oil
traders to spend hours on the phone every day speaking to customers, suppliers, rivals, price reporting
agencies, brokers, and exchanges. Shy traders or traders with limited communication skills do not last
long. The traders noted that, apart from being fun, social contact is crucial to developing a sense of what
the counterpart needs and wants from a relationship, while also establishing a bond of personal trust that
is particularly important in a high-pressure and volatile environment like oil trading. “We weren’t
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anonymous traders behind screens, we knew our counterparts and our customers, and we socialized
together, so being viewed as a trustworthy person who tried to do the right thing was very important to
me,” says Anne Summers.

Career Advice

A few recommendations for would-be oil traders are also repeated throughout the book’s chapters. These
could be summed up as: (a) develop a technical proficiency in a complementary area; (b) recognize the
value of the team around the trading desk; and (c) do not choose short-term profits at the expense of long-
term trading relationships.

The recommendation to achieve technical proficiency came up in several different ways. For many of the
physical traders, deep knowledge of physical operations via a spell on the “ops desk” had proved to be
highly beneficial. Other contributors said they had benefited from knowledge they had developed
elsewhere, in areas like bank financing or trading technology. Perhaps this awareness of the
complementary nature of different skillsets explains why so many of the contributors were keen to call out
the contribution to their success of other colleagues, whether it was trading mentors, fellow traders,
operational staff, technologists, lawyers and so on. In contrast to the myth of oil trading as a very individual
activity, it emerges in these pages as more of a team sport, where an initial strategy or concept developed
by a trader is successfully implemented thanks to the efforts of a whole group of people, including external
financing banks.

The final recommendation that came up again and again was to take a long-term view and to ensure that
counterparts also felt happy with the deal in question. Many of the contributors describe their satisfaction
in finding a trade that worked for both sides. It was interesting to see just how many traders when asked
to think about their “classic” trade, turned immediately to one where they had benefited both parties by
solving a particular issue creatively. Much of that desire to leave all parties to the trade feeling broadly
satisfied comes from the importance of personal reputation in oil trading. Again and again, the
contributors emphasized that performing on their trades — doing what they said they would — and not
letting their customers or suppliers down was crucial to them.

Counterparts are expected to push as hard as they can during negotiations to maximize their firms’ profits,
but once a deal is done, they are expected to stick to it. “It’s not great to make a losing trade, but you can
always come back from a bad trade,” says Michael Hacking. “If you lose your reputation, and you do not
fulfil your contractual obligations, then you will not be accepted in the market.”

What the Future Holds

Crude oil trading has changed dramatically since the first genuinely traded markets emerged in the early
1980s. The book traces some clear improvements. The institutional sexism that many of the female
contributors describe has diminished, if not disappeared entirely. Traded volumes have also grown each
decade, with occasional setbacks, making it easier to get deals done. At the same time, the adoption of
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risk management tools, such as futures and options, allows participants to manage their positions more
reliably as well as offering them more tools to back their beliefs about the market.

The picture is not all rosy, however. As we noted, many of the participants worry about the long-term
impact on relationships and professional ethics if traders meet each other less and retreat behind their
screens. The growing difficulty for smaller and medium-sized firms of obtaining bank finance is also a
threat to the trading ecosystem, while attempts to reduce the use of hydrocarbons also mean that some
traders are concerned about the long-term prospects for the oil market.

Despite these clouds, trading crude oil, whether physical or futures, still remains a significant driver of
profits at the largest oil companies and trading houses. The book’s 40 chapters show how trading can
genuinely add value by maximizing opportunities and optimizing a firm’s resources. Trading often involves
speculation, in the sense of taking a view on a market development, but it is not, or at least it is not
supposed to be a game of chance. Instead, oil traders’ desire to constantly upgrade their market positions
typically ends up improving the economics of crude oil as a commodity, increasing the overall efficiency of
the market.
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