
 
 

ROYAL DUTCH SHELL AND CRUDE OIL 
EME 460 FINAL PROJECT 

ARJUN HANDA 

Page �1



ABSTRACT
This report is about the Royal Dutch Sell Company. It includes the share price 

fluctuations over the past few years. As Shell is in the oil and gas industry, it’s share 
prices heavily depend on that industry. So therefore, the share price fluctuations almost 
indefinitely correspond with things happening in that industry. Other reasons like for 
example, the changing of the CEO, national events like the levels of unemployment or 
economical trends will also be explored.

This report will also include a background and history of Royal Dutch Shell on 
how the company has come to be the way it has from it’s origins. There will also be a 
background and history on oil and how it went from being just an untapped resource in 
the ground to the source of fuel that powers the entire world.

This report will also include an array of timetables indicating the date of an event, 
what the event was, and the corresponding change in share price as a result. Graphs 
will also be included which will illustrate both and compare the share price behavior with 
the price behavior of oil. Each of the key events that were responsible for the share 
price fluctuations, graphs, and tables will also be explained to make it clear what each 
thing represents.
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INTRODUCTION

History of Shell
Royal Dutch Shell, more commonly known as Shell, is an oil and gas company 

headquartered in The Hague, which is in the Netherlands and in London, which is in the 
United Kingdom with offices all around the world. 

Shell was formed when two companies, Royal Dutch Petroleum in the 
Netherlands and Shell Transport and Trading in the UK, merged in February of 1907 to 
compete with Standard Oil, which at that time was the biggest company in the world. As 
of today Shell is now one of the biggest companies in the world in both revenue 
generated and in terms of value. 

Shell has diversified into several different areas within the petroleum and natural 
gas industry. In the upstream part of the industry they are very much involved with 
exploration and production of crude oil and natural gas. They are also heavily involved 
with downstream operations such as refining, marketing, distribution of petrochemicals 
such as petrol, natural gas, fuel, diesel, lubricants, waxes and tons of others. Shell is 
organized into four major groupings, Upstream International, Upstream Americas, 
Downstream, and Projects and Technology. The company can be described as vertically 
integrated as it provides services in production, manufacturing and selling. 

Show provides its services worldwide. It has offices and operations in, Nigeria, 
Malaysia, Philippines, Singapore, Ireland, Australia, New Zealand, and the Arctic.

Shell’s primary listing is on the London Stock Exchange (LSE) as part of the 
FTSE 100 index under the ticker RDSA. It is currently the largest company on the 
exchange with a market capitalization of approximately 135 billion pounds. Shell also 
has secondary listings on Euronext Amsterdam and the New York Stock Exchange 
under the ticker RDS-A.
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History of Oil
Oil can be defined as a liquid consisting primarily of hydrocarbons. It has several 

useful byproducts such as petrol, gasoline, waxes, lubricants etc. The increase in our 
reliability on these byproducts is a direct result of the invention of the internal 
combustion engine and the increase in passenger airplanes. 

Oil is formed when dead organic matter, such as animals and plants, are 
exposed to high temperatures and pressures over a time period of a million years to a 
hundred million years. The high temperatures and pressure causes the dead organic 
matter to chemically change. This process happens under anaerobic respiration. 

By the mid-19th century, people had learnt how to distill oil in order to obtain its 
byproducts. The first use was fuel for lamps. By the end of the 19th century, there were 
wells all over that were producing constant outputs of crude oil. Throughout the 20th 
century there were many conflicts and wars as a result of petroleum. It was seen as a 
very key component to having a successful and powerful military. 

As of today, the world consumes an estimated amount close to ninety million 
barrels of oil per day. Approximately 90% of all cars and vehicles use some derivative of 
petroleum as a fuel source. Currently, the three biggest countries producing crude oil 
are Russia, Saudi Arabia and the United States of America. In terms of readily available 
oil reserves, the Middle East has the largest reserves at about 80 percent. The majority 
of that 80 percent is located in Kuwait, Saudi Arabia, United Arab Emirates, Iraq and 
Qatar.
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DISCUSSIONS
Induction of Jorma Ollila

This section of the report will include points in the history of the commodity, which 

is oil, and the company, which is Royal Dutch Shell, which have resulted in price and 
share fluctuations.
The first point I would 
like to bring up is the 
induction of Jorma 
Ollila as the non-
executive chairman 
on June 1st, 2006. 
Ollila was the first 
person to hold this 
title who was not of 
Dutch nor English 
nationality. As a result 
of the change in the 
position, during the first 
2 weeks, the share 
price dropped from 
$66.52 to $61.49, which 
is portrayed on the 
Shell share price graph. 
The price drop can be 
represented as a 
negative percentage 
change of 7.56%. This drop in share prices can also be attributed to the 
drop in OPEC basket price falling from $65.01 to $62.66 as can be 
seen on the OPEC basket price graph. This was a negative percentage 
change of 3.61%.
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Induction of Peter Vosser
The next point would be the induction of Peter Vosser as the new CEO of Royal 

Dutch Shell. Similar to Ollila, Vosser was the first person to occupy his position who was 
not a British or Dutch National. Vosser was inducted on July 1st 2009. The result of the 
change in position was a decrease in the share price from $50.93 to $47.75 over 
Vosser’s first 2 weeks on the job. This drop was a negative percentage change of 
6.24%. However as you can see, there was a quick recovery where the share price 
went from $47.75 to 
$51.37 over the next 6 
days. This drop and 
rise can also be a 
result of the varying oil 
prices during that time 
period. As you can 
see on the OPEC 
basket price graph, 
the price of oil during 
the corresponding 
dates mentioned above 
are $69.26 to $60.87 
and $60.87 to $64.64. 
That drop is a negative 
change of 12.11% and 
the gain is a positive 
change of 6.19% 
resulting in a net 
change of negative 
5.92%.
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Induction of Ben van Beurden
In 2013, it was announced that Ben van Beurden would succeed Peter Vosser as 

the new CEO of Royal Dutch Shell. It was revealed that Vosser was taking large 
amounts of money in the form of performance related bonuses despite the alert of a 
profit warning. Vosser was also costing the company with his high cost projects in the 
US shale lands, the Niger Delta and the Arctic.[2] Beurden changed all this when being 
inducted on January 
3rd 2014, by putting 
the company back 
on the track to 
monetary success. 
This coupled with 
the rise in the price 
of the oil prices 
helped the company 
stock go up $70.65 
to $72.09 with a positive 
percentage change of 
2.04% in the first 3 
weeks of the year as 
seen on the graph. 
Compared to the other 
changes in management 
listed, Beurden is the 
only one who happens 
to make the share price 
rise. This rise happened 
while the oil prices fell from $106.85 to $103.98, a negative percentage 
change of 2.69%, as seen on the graph. Therefore the appointment of 
van Beurden was a good move for Shell.
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The Great Recession
The Great Recession was definitely one of the worst periods in the later 2000s. 

In the United States, the Recession lasted from December 2007 to June 2009 [3] and 
the average unemployment rate was 10% by the end of it [4]. As a result, there was 
slow growth and a fall in the value of the dollar, which lead to a severe hit on the Royal 
Dutch Shell share prices. Over this time period, the share prices of Shell dropped from 
$84.41 to $50.19. 
This is a massive 
drop of 40.54%. Oil 
prices behaved 
oddly during the 
recession. They yo-
yo’d for the most 
part. In December 
2007 when the 
recession started, the 
yearly basket oil prices were 
$83.65. They increased to 
$94.45 which is an increase of 
12.91%. This increase can be 
seen on the Shell share prices 
graph as well where there is 
the initial dip and rise. After 
that rise, the drop was a 
devastating one. The yearly 
basket price dropped to $61.06 in 2009, a negative change in 
percentage of 36.51%, and a net change of negative 23.60% over the 
recession period. Soon after, as can be seen on the OPEC basket price 
graph, the prices started to slowly increase.
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Unrest in the Middle East
In 2011, there were several political revolutions in the Middle Eastern countries 

such as Egypt and Libya. In Libya the oil production came to a halt, and because it is 
the third largest oil producer in Africa and sits on the largest reserves on the continent,
[6] the yearly basket price 
of oil increased rapidly. As 
seen on the basket price 
graph, the price went from 
$94.23 to $107.46 from the 
beginning of 2011 to 
halfway through the year. 
This was a percentage 
increase of 14.04%. As 
mentioned above how Shell 
stock is related to the oil 
prices, an increase in the 
price of oil would increase 
the price of the shares. 
Such is evident on the share 
price graph. The share price 
went from $67.08 on 
January 3rd to $77.61 by 
the end of April. This was an 
increase of 15.70%.
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Recent oil price drops
In more recent history, the oil industry has taken a hit. Over the past few months 

oil prices have been steadily dropping. There are several reasons for this. The first one 
being that there is a large surplus of oil that has entered the market as a result of Libya 
resuming production and an increase of 4 million barrels per day of shale oil in the 
United States. Due to the increase in shale oil, OPEC imports have dropped by roughly 
half. Another reason is 
the internal friction 
between OPEC 
members fighting over 
market share in Asia. 
As a result of the slow 
and stagnant 
economic growth and 
currency depreciation 
in Asian countries like 
India, Malaysia and 
Indonesia, the 
demand for oil has 
fallen leading to larger 
supplies. [7] This is 
evident on the weekly 
basket price oil graph. 
The price falls from 
$107.89 in June to 
$65.12 in December, 
representing a drop of 39.64%. A massive drop like this also had an effect 
on the shell share prices. The share prices fell from $79.78 to $63.81, 
representing a 20.02% drop as is evident on the graph.
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The Gaza War
The Gaza War, which lasted from late December 2008 to mid-January 2009, 

escalated tensions in the Middle Eastern Region. As the majority of the amount of crude 
oil that is imported is from this region, the conflict threatened those sources and the 
supply routes to the rest of the world, therefore resulting in an impact on both, oil and 
Shell, as both saw 
rises in prices [8]. As 
you can see on the 
Shell share price 
graph, there was an 
increase from 
$48.00 to $55.91 
over this time 
period, which can be 
represented as an 
increase of 16.48%. 
Similarly with the OPEC 
basket prices, it is 
represented on the last 
increase on the OPEC 
basket prices graph. The 
prices went from $33.36 to 
$46.32, which can be 
represented as an increase 
of 38.35%.
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Conflict in Eastern Turkey
In October of 2007, unrest in eastern Turkey between possible action of the 

Turkish military on the Kurdish rebels, operating from across the Iraqi border, brought 
about an increase in the prices of oil. Conflicts such as these potentially threaten the 
crude oil supply routes, which could reduce supply inadvertently increasing the demand. 
[9]. At this point, the 
dollar would also 
would continue to 
depreciate and this 
weakness made oil 
more attractive to 
invest in, therefore 
driving up the prices. 
The prices rose from 
$74.66 to $87.47, 
which can be represented 
as an increase of 17.16%. 
The rise in the Shell 
share prices 
corresponding to the 
same time period can be 
attributed to this increase 
in the price of oil. The 
prices rose from $79.48 
to $87.95, which can be 
represented as an 
increase of 10.66%.
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Hurricane Katrina
Hurricane Katrina was one of the most devastating hurricanes to ever hit 

America. Some of the effects can still be felt to this day. One of the effects was the 
effect on oil. Louisiana is one of the petroleum rich states in the United States and was 
one of the places that was hit severely. As a result, all production was stopped which 
resulted in the prices of 
oil going up. The 
hurricane incapacitated 
several areas of the 
United States energy 
infrastructure with 
several states like 
Louisiana, Mississippi 
and Alabama reporting 
refineries being 
drowned, offshore 
drilling being put on hold and 
electric power being cut. [10]. 
The rise in the oil prices during 
this time is shown on the OPEC 
basket price graph. This price 
went from $56.51 on August 18 
to $61.37 on the first of 
September, which represents a 
change of 8.60%. Similarly, 
there was an increase in the 
price of Shell shares, which can be seen on the graph. The share price 
went from $63.12 to $66.45, which can be represented as a positive 
percentage change of 5.28%. 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2000’s rise in oil prices
Oil prices reached an all-time high in 2008 and as a result, Shell prices were up 

as well. This can partly be a result of the increase in demand for petroleum products 
across Asia and North 
America or more 
specifically China, India, 
and the United States. 
The increase in demand 
can also be attributed to 
high economic growth in 
these countries. The 
economic growth in India 
from the year 2000 to 
2009 was 6.1% every year 
[11]. Yearly OPEC basket 
price in 2001 was $23.12 
and by 2008 it had reached 
$94.45. This is a huge 
increase of 308.52% over 
just seven years. We can 
see the huge increase on 
the OPEC graph. Similarly, 
the shell prices also went up. 
From $61.40 in mid July 2005 and 287.32 by mid 2008. This is a 42.21% 
increase just over four years. This increase can be illustrated on the Shell 
share prices graph.
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Conclusion
To summarize, this report has talked about lots of different events that can 

influence the price of both company shares and commodity prices. The events could fall 
under economic, changes in company management, national events etc. All of the 
mentioned in this report are summarized in the table below:

As you see, the major percentage differences in the Shell share prices occurred only 
when there were major price differences in the commodity. This goes to show how 
dependent the company is on the commodity, issues like the changing of the CEO only 
have minor effects and usually tend to rectify themselves over a small period of time. 
However, national events like the Hurricane Katrina catastrophe does play a significant 
hand in the price changes of both oil and shares. International influences such as the 
economic growth and Asian countries like India and China also affect the price of oil and 
Shell because with more economic growth in those countries there is an increase in 
demand for oil. Economic trends such as the weakening of the dollar and recessions 
can also affect the price of oil and the share price of Shell. The weakening of a dollar 

Name of Event Time Period Percentage Change in 
Shell Shares

Percentage Change in 
Oil Prices

Appointment of Jorma 
Ollila as Non Executive 
Chairman

June 1 2006 -7.56 -3.61%

Appointment of Peter 
Vosser as CEO

July 1 2009 -6.24 -5.92

Appointment of Ben van 
Beurden as CEO

January 3 2014 2.04 -2.69

The Great Recession December 2007 to June 
2009

-40.54 -23.60

Middle Eastern 
Revolutions

January 2011 to April 
2011

15.70 14.04

Recent Oil Price Fall June 2014 to present 20.02 39.64

Gaza War December 2008 to mid-
January 2009

16.48 38.35

Turkey Crisis October 2007 10.66 17.16

Hurricane Katrina August 2005 5.28 8.60

2000s Oil Price build up 2000 - 2008 42.21 308.52
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makes the investment of oil seem more appealing which would drop the prices and 
when the market has lost confidence like for example during the recession, money is 
taken out of the market, resulting in prices of oil and the prices of shares falling. This 
final graph illustrates the correlation and similarity between the fluctuations of the price 
of oil and the fluctuations in the share prices of Shell.
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