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In the early weeks of the U.S.-Israeli war against Iran, observers were quick to declare Russia
a major beneficiary of the conflict. After all, the effective closure of the Strait of Hormuz
disrupted roughly a fifth of global oil supplies, forcing countries to scramble for alternative
sources and turning attention toward Russian crude.

Six months into the war, however, Russia’s windfall looks surprisingly meager.

During the first seven months of the year, the federal budget collected 4.6 trillion rubles
($55.2 billion) in oil and gas taxes. While undoubtedly large, that figure represents only an
extra 127.6 billion rubles ($1.52 billion) over original budget projections.

Compared to previous years, Russia still faces a shortfall. Energy revenues between January
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and July were down 20% compared to the same period last year, and down 35% compared to
the 2022 windfall that preceded tighter Western sanctions.
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Part of the reason revenues fell short of expectations is that global energy markets stabilized
faster than predicted.

Iran’s initial closure of the Strait of Hormuz did boost the appeal of Russian crude, pushing
the price of the flagship Urals blend from $56.60 a barrel in February up to $94.50 in March
and $112.30 in April, according to the Center for Research on Energy and Clean Air.

However, the scramble for oil soon lost urgency. Energy suppliers found workarounds to route
cargoes through the Strait of Hormuz despite the effective closure, while alternative transit
networks through the Gulf of Oman, the Red Sea and the Suez Canal helped stabilize supply
lines. 

At the same time, China slashed its imports of crude oil and drew from its huge stockpiles,
which removed an enormous amount of pressure from global markets.

Some countries also switched to using alternative energy sources like coal.

As market panic subsided, the price premium on Russian crude narrowed, with Urals dropping
back to $63 per barrel in June and $60 in July.
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A relatively strong ruble also played a role in Russia’s lackluster windfall.

Russia sells its oil in foreign currencies and assesses energy taxes based on dollar-
denominated benchmarks. When the ruble strengthens alongside high global oil prices, each
dollar earned converts into fewer rubles for the domestic treasury.

Russia’s 2026 budget was built on an assumed exchange rate of 92.2 rubles to the dollar.
Instead, the actual average rate over the first seven months was much stronger, at 76.5 rubles
to the dollar.

Because a stronger ruble yields fewer domestic rubles per foreign dollar earned, higher dollar
sales still failed to generate the total ruble revenue the government had budgeted.

Related article: Russians Are Rushing for Cash. Should the Kremlin Be Worried?

Ukrainian drone attacks on Russian oil refineries and supply lines this spring and summer are
also likely to have made a dent in energy revenues. 
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As Russia’s Central Bank acknowledged in a recent report, damage to refineries and
transportation infrastructure led to a drop in petroleum product output and reduced demand
in raw crude.

Looking ahead, analysts expect Russia’s full-year energy profits to remain subdued. Moscow-
based analyst Kirill Rodionov argues that even with ongoing attacks between Iran and the
U.S., oil prices are unlikely to return to the spring peak of around $110 per barrel.

“At best, the budget’s oil and gas revenues will break even with last year,” Rodionov said.
“Under the most likely scenario, they will fall below 2025 levels.”

Analyst Pavel Ryabov goes further, warning that 2026 energy revenues could sink to levels not
seen since 2020. With war spending having already driven the government deficit to 6.5
trillion rubles ($78 billion) — nearly double the full-year target — Moscow will have to lean
far more aggressively on the non-energy domestic sector.

“The budget is becoming less dependent on oil and gas,” Ryabov said, “and increasingly
dependent on the state’s ability to squeeze tax revenue out of the domestic economy.”
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