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Firmer Prices for 2025; Keeping our 2026 Forecast for
Lower Prices

m  The Brent oil price has risen over 10% to $70 over the past three months as 1) Dﬂ?&ﬁé@“ﬁ‘é‘;'ﬂ
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stocks remain low, and 3) perceived spare capacity is declining quickly, and Vulia Zhestkova Grigsby

concerns about Russia production constraints are rising. We are nudging up our élggfme;nvggggi\gg\ii-gggsbv@gs.com
Brent 2025H2 price foreca.st by $5 to $66, and keep our oversupply-driven Ephraim Sutherland
forecast that Brent/WTI will decline to 2026 averages of $56/52. +1(972)368-0395 |
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. . . . . . - Goldman Sachs & Co. LLC
®  Nudging up our 2025 forecast. First, while global inventories have risen in line

with our expectations, and while we maintain our 1.0mb/d 2025 surplus forecast,
OECD stocks—which matter more for prices in the short term than global
stocks—remain lower than expected on large non-OECD and on water builds.
Second, we are raising our fair value estimate of 3-year Brent prices by $3 to
$68/bbl on a fasterthan-expected reduction in spare capacity and a firmer global
GDP outlook. We are also raising our 2025H2 WTI forecast to $63 (vs. $57 prior).

m  Keeping our forecast for lower prices in 2026. Our unchanged 2026 price
forecast ($56/52 for Brent/WTI) reflects an offset between a boost from higher
long-dated prices and a hit from a wider 1.7mb/d 2026 surplus (vs. 1.5mby/d prior)
as we incorporate our recently updated assumption that OPEC8+ is likely to
unwind all the 2.2mb/d of cuts with a final 0.55mb/d increase in September.

®  More balanced price risks. The fasterthan-expected normalization in spare
capacity rebalances the risks around our price forecast. Lower Iran supply could
boost Brent to a peak of $90, and a higher share of inventory builds outside of
the OECD (e.g. China strategic stockpiling or tanker redirections) could keep
Brent in the $60s in 2026. In contrast, a full unwind of the 1.65mb/d cuts OPEC
announced in April 2023 would modestly reduce Brent below our baseline, while
Brent could fall to around $40 in 2026 in a recession scenario.
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m  Higher prices later this decade. Reduced spare capacity increases our
confidence that prices will rebound after 2026. This constructive long-run view
reflects a sharp drop in oil reserve life, declining capex, and a lack of new
non-OPEC projects after 2026, and our view that demand will grow over the next
decade.

Investors should consider this report as only a single factor in making their investment decision. For Reg AC
certification and other important disclosures, see the Disclosure Appendix, or go to
www.gs.com/research/hedge.html.
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Exhibit 1: We Nudge Up Our 2025H2 Brent Forecast to $66 But Still Expect Brent to Decline to $56 in 2026
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Source: ICE, Goldman Sachs Global Investment Research

Exhibit 2: The Normalization in Spare Capacity Incr Our Confidence That Prices Will Rebound After
2026 Given Low Oil Reserve Life and Low Capex
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*We look at the percentile of global spare capacity (in % of global supply) for September 2025, assuming a full unwind of the 2.2mb/d OPEC8+ production
cuts by then. We divide OECD commercial stocks by their monthly historical average. All stock, excess supply and spare capacity observations are
monthly. We look at OECD commercial stocks and global spare capacity from 2000, GS top projects reserve life from 2005, GS excess supply and global
commercial stocks from 2017.

Source: Goldman Sachs Global Investment Research
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Since the early April announcement of reciprocal tariffs, the Brent oil price has risen
10% to $70 following three developments.

First, speculative positioning—which is closely linked with prices (Exhibit 3)—has
recovered as market focus has shifted from recession risk to two-sided risks, including
potential supply disruptions from the Middle East or Russia with President Trump
threatening tariffs on Russia of 100%.

Second, while global inventories have risen in line with our expectations by 1.0mb/d
year-to-date, OECD stocks remain low (Exhibit 4, left panel), especially in the US and for
diesel. Price proxies for physical tightness remain firm, including diesel margins (Exhibit
4, right panel) and the premium of physical crude prices vs. futures prices.

Third, perceived spare capacity is declining quickly following fasterthan-expected
increases in OPEC8+ production quota and growing concerns about whether Russia
production may be constrained.’

Exhibit 3: Speculative Positioning Has Recovered as Risks to Oil Prices Have Become More Balanced Than
in April When Recession Risk Was in Focus
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Source: ICE, CFTC, Refinitiv Eikon, Goldman Sachs Global Investment Research

" Our Russia total liquids supply nowcast has averaged 10.37mb/d in June 2025, down 0.23mb/d from
2024Q4 despite a 0.18mb/d increase in required crude production (without subtracting compensation cuts).


https://www.bbc.com/news/live/c36xrr9kj11t
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Exhibit 4: OECD Stocks Remain Lower than Expected; European Diesel Refining Margins Remain Strong
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We are raising our Brent and WTI 2025H2 price forecast by around $5 to $66 and $63,
respectively. We keep our oversupply-driven forecast that Brent/WT! will decline to 2026
averages of $56/52 (Exhibit 5).

Exhibit 5: We Nudge Up Our 2025H2 Brent/WTI Forecast to $66/63 But Still Expect Brent/WTI to Decline to $56/52 in 2026
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Nudging Up Our 2025 Price Forecast
We are raising our 2025H2 Brent price forecast by $5 on lowerthan-expected OECD
stocks (worth +$2) and a higher fair value for long-dated prices (+$3).

#1: Lower-Than-Expected OECD Stocks

While global commercial visible inventories have risen by 1.0mb/d yearto-date, and
while we maintain our 1.0mb/d 2025 surplus (with global supply rising 3.3 times more
quickly than global demand in 2025), OECD stocks remain lower than expected.

Mechanically, the 30mb miss in our OECD stocks nowcast is the flipside of the fact that
a greaterthan-expected share of the global inventory builds has shown up as outside
the OECD and especially on water (Exhibit 6). In turn, higher oil on water builds likely
reflect tensions in the Middle East—which had led to some shipping idling and ongoing
shipping redirection away from the Red Sea—and the ramp-up in OPEC8+ production.
The 30mb miss in our OECD stocks nowcast implies a $2 upgrade to our nearterm price
forecast.? Exhibit 7 confirms that stocks in the OECD and especially the US matter more
for prices in the short term than global visible stocks do.®

Exhibit 6: US and OECD Landed Commercial Visible Stocks Remain Low While Global Inventories, and Especially il on Water, Have Built

Substantially Year-to-Date
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2 Every 100mb miss in OECD stocks boost our estimate of the fair value of timespreads by around 11% or
$7.

3 This likely reflects that OECD and especially US stocks are better measured, more salient, and closer to
pricing hubs such as Cushing.



For the exclusive use of MAFALDA.LAGALA@COMMUNITY.IT

Goldman Sachs

Oil Analyst

14 July 2025

Exhibit 7: Qil Inventories in the OECD and Especially the US Matter More For Oil Prices Than Stocks
Elsewhere
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We look at a monthly sample from January 2017 till recent excluding Feb 2020 - Feb 2021. We divide stocks by their monthly historical average and run a
contemporaneous regression of the Brent 1M/36M timespread on the normalized stock measure with an intercept. The chart above reports R-squared of
each regression.

Source: Goldman Sachs Global Investment Research

#2: Higher Long-Dated Prices
We are raising our fair value estimate of 3-year Brent prices by $3 to $68/bbl given
fasterthan-expected depletion in spare capacity and a firmer global GDP outlook.

The 0.6mb/d downgrade since mid-May in our 2026 forecast of spare capacity following
the upgrade in our OPEC8+ production raises our 3-year Brent fair value by $2.4The
0.2/0.3% upgrades to global GDP/oil demand in 2026 since mid-May raise our 3
yearBrent fair value by $1.5

4 We estimate a $3-4 increase in Brent 3-year prices for every 1% decline in spare capacity as a share of
global production.

5 Based on our estimated 7% net elasticity of global oil supply and demand after 3 years, we estimate a $3-4
boost to long-dated oil prices for every 1% upgrade to long-run oil demand.


https://publishing.gs.com/content/research/en/reports/2024/05/16/55372d27-5fe0-4092-9828-ead6d23040bc.html
https://publishing.gs.com/content/research/en/reports/2025/04/07/93487217-dce5-40eb-b061-f330394be1e8.html#footnote__51d30d9c-f870-429d-9cf4-fd6962cf4a28
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Keeping Our 2026 Forecast for Lower Prices

Our unchanged 2026 price forecast ($56/52 for Brent/WTI) reflects an offset between
higher long-dated prices and lower timespreads, i.e. spot prices minus long-dates prices
(Exhibit 8).

Exhibit 8: Our Unchanged 2026 Price Forecast Reflects an Offset Between Higher Long-Dated Prices and
Lower Timespreads
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Source: Goldman Sachs Global Investment Research

We downgrade our timespreads forecast as we raise our end-2026 forecast for OECD
commercial stocks (Exhibit 9, left panel) despite their lower starting point on 1) a wider
surplus (Exhibit 9, right panel) and 2) a normalization in the OECD commercial share in
global inventory builds.

Exhibit 9: We Nudge Up Our End-2026 Forecast for OECD Commercial Stocks on a Wider Expected Surplus
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#1: A Wider Surplus
We now expect a wider surplus from 2025Q4 (1.9mb/d vs. 1.5mb/d prior) and in 2026
(1.7mb/d vs. 1.5mb/d prior).

We incorporate our recently updated assumption that OPEC8+ is likely to unwind all the
2.2mb/d of cuts with a final 0.55mb/d increase in September. We expect global supply
to be 2.5mb/d higher in 2025Q4 than in 2025Q2, with big increases from OPEC
(1.2mb/d) and non-OPEC ex US (1.4mb/d).6

For the 2026 supply level, the largest revisions are in Saudi Arabia (+280kb/d to
9.98mb/d; higher quota assumption), Brazil (+70kb/d; solid execution), the UAE
(+60kb/d; higher quota assumption), US liquids (-90kb/d; rig count miss), and Russia
(-270kb/d; supply nowcast miss and currency concerns). The demand revisions are small
and mostly positive, with a ~50kbd upgrade to China demand in 2025-2026 following
the beat in our nowcast. We now expect global oil demand to grow 0.7mb/d in 2025 (vs.
0.6mb/d prior) and 0.9mb/d in 2026 (vs.1.0mb/d prior).

#2: Normalization in the OECD Commercial Share in Global Builds

We expect the share of OECD commercial stocks in global inventory builds to pick up to
1/3 in 2025H2-2026 (Exhibit 10).” This reflects our downgrade to US SPR refilling and our
assumption that oil on water builds only moderately.

Exhibit 10: We Expect the Share of 0ECD Commercial Stocks in Global Inventory Builds to Recover
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Source: Goldman Sachs Global Investment Research

We are downgrading our assumption for the pace of OECD SPR refilling in 2025H2-2026
to 10kb/d (vs. 200kb/d prior) as the US Big Beautiful Bill sharply reduced planned

6 The 2025Q4-Q2 increases in non-OPEC supply are led by Canada (0.67mb/d; seasonality and recovery from
wildfires), Brazil (0.18mb/d), Guyana (0.17mb/d), and Kazakhstan (0.17mb/d).

7 We expect OECD commercial and global inventories to rise by 295mb and 885mb, respectively, in
2025H2-2026. This 1/3 OECD commercial share remains below our historical 40-45% rule of thumb.


https://publishing.gs.com/content/research/en/reports/2025/07/06/b1c6c635-cd60-4e40-a2dc-80c772a531dd.html
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spending on SPR repurchases.®

We assume that oil on water builds only moderately because the current level of oil on
water is high (Exhibit 6) and because increases in oil on water tend to normalize and be
followed by increases in inventories on land, including in the OECD, within 3 quarters
(Exhibit 11).

Exhibit 11: Increases in 0il on Water Tend to Normalize and Be Followed by Increases in Oil on Land Within 3 Quarters
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We run a VAR analysis of weekly oil on water, OECD landed commercial oil stocks, and non-OECD landed commercial oil stocks, with the corresponding order of the Cholesky decomposition for impulse
responses. The results are robust to changing the decomposition order to oil on water, non-OECD landed commercial, and OECD landed commercial stocks and to aggregating the data to the monthly
frequency. We include all observations from Jan 2017 till recent.

Source: Goldman Sachs Global Investment Research

More Balanced Price Risks in 2025-2026

The fasterthan-expected normalization in spare capacity rebalances the risks around
price forecast. Exhibit 12 shows the estimated path for Brent oil prices under our
baseline (dashed black line), under two upside and two downside scenarios.

B |n a scenario where Iran production is down 1.75mb/d during 6 months before
recovering by 50% linearly over an additional 12 months, and where OPEC8+
producers make up a third of the peak Iranian shortfall, we estimate that Brent could
reach a peak around $90 and average $86/69 in Bal25/Cal26 (red line).

B |n a scenario where the OECD share of inventory builds in 2025H2-2026 remains
low at 20% on faster China strategic stockpiling and tanker redirections, we
estimate that Brent would average $73/61 in Bal25/Cal26 (orange line).°

B Assuming our GDP baseline and a full unwind of the 1.65mb/d cuts OPEC+
announced in April 2023, which would be additive to the ongoing 2.2mb/d OPEC+

8 Planned spending on SPR repurchases was reduced to $171 million from $1.3 billion in an earlier iteration
(with another $218 million earmarked for maintenance).

9 We assume that oil on water stocks continue to build at their year-to-date pace of 450kb/d (150kb/d higher
than our average 2025H2-2026 builds on water). We also assume that China landed stocks build 500kb/d
faster from July 2025 till March 2026 and 250kb/d faster afterwards.

14 July 2025 9
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cut unwind, we estimate that Brent would average $65/50 in Bal25/Cal26 (green
lineg)."™

® |n a global GDP slowdown scenario and keeping our OPEC baseline unchanged, we
estimate that Brent would decline to $61/43 in Bal25/Cal26 (blue line).™

Exhibit 12: We See Risks to Our Qil Price Forecast as Balanced for 2026 But as Skewed to the Upside for
2025
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Source: Goldman Sachs Global Investment Research

Higher Prices Later This Decade
Exhibit 13 updates our oil market slack framework—which defines the level of

inventories vs. demand as the level of slack—and highlights four key trends yearto-date:

B Spot: The spot global oil market has eased somewhat yearto-date globally with a
rise in global inventories, but the market-sensitive spot OECD and US inventory
levels remain low (i.e. tight).

B Short-term: As the market remains in excess supply, the spot oil market is likely to
ease further in 2025H2-2026 with rises in inventories.

B  Medium-term: Spare capacity has normalized much quicker than expected following
rapid OPEC+ supply increases and concerns about production constraints in Russia.

® Long-term: The supply-drivers of future slack have tightened even further with
drops in the oil reserve life and oil capex to very low levels, partially following the
decline in prices yearto-date and ongoing US investor discipline.

Taken together, the fasterthan-expected normalization in spare capacity increases our

© This scenario assumes that production increases are entirely concentrated in Saudi Arabia, the UAE, and
Kuwait and sum to the full unwind of their respective cuts, i.e. 0.77mb/d.

" We assume a US-driven global recession, where US quarterly annualized real GDP growth decreases by
3pp for 4 quarters, with half of this hit translating into global ex-US real GDP growth.


https://publishing.gs.com/content/research/en/reports/2023/10/31/72725c71-1906-492d-92fd-59c4087ed776.html
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confidence that prices will rebound after 2026. This constructive long-run view,
supported by our equity analysts’ Top Projects, reflects a sharp drop in oil reserve life,
declining capex, and a lack of new non-OPEC projects after 2026, and our view that

global oil demand will grow over the next decade.

Exhibit 13: The Normalization in Spare Capacity Increases Our Confidence That Prices Will Rebound After
2026 Given Low 0il Reserve Life and Low Capex
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*We look at the percentile of global spare capacity (in % of global supply) for September, assuming a full unwind of the 2.2mb/d OPEC8+ production cuts
by then. We divide OECD commercial stocks by their monthly historical average. All observations are monthly. We look at OECD commercial stocks and
global spare capacity from 2000, GS top projects reserve life from 2005, GS excess supply and global commercial stocks from 2017.

Source: Goldman Sachs Global Investment Research

Recommendation

We continue to think that oil prices are likely to decline substantially by 2026. However,
we note that, while the rally has provided a more attractive entry point to express
cautious 2026 price views, our risk analysis suggests that there remain important upside
risks to our price forecast in 2025H2. We thus continue to focus our trade
recommendations on 2026 as opposed to 2025H2, and still recommend buying oil puts
(or put spreads) and selling calls as a hedge against 2026 price downside to oil
producers. We reiterate our recommendation to sell a Jun26 $75/bbl Brent call to fund
buying a Jun26 $55/45 Brent put spread.


https://publishing.gs.com/content/research/en/reports/2025/05/26/588f433c-0712-4fa9-85ee-921d3adf2cbb.html
https://publishing.gs.com/content/research/en/reports/2025/05/19/f44bc7a7-df73-4ac0-8514-ea5df018de39.html
https://publishing.gs.com/content/research/en/reports/2024/04/01/eaef0a60-eba4-4ee0-89ca-d05a615f9198.html
https://publishing.gs.com/content/research/en/reports/2024/05/26/dc660a33-ee65-4469-8495-2b34de64dca7.html
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Appendix

Exhibit 14: We Forecast Surpluses of 1.0mb/d and 1.7mb/d (vs. 1.5mb/d Prior) in 2025/2026
GS Oil Supply and Demand Outlook

Quarterly Levels

(mb/d) 2025
Q1 Q2 Q3 Q4
World Supply 102.7 0.4 105.1 2.4 3.6 0.2 106.8 1.6 0.3 0.2 103.2 1044 106.0 106.9
Non-OPEC ex. Russia Supply 59.6 1.1 60.8 1.2 1.6 0.1 61.6 0.8 0.3 0.1 598 60.5 611 616
Total US 214 0.8 21.8 0.4 -0.1 0.1 21.8 0.0 0.1 -0.1 215 220 218 219
Canada 6.1 0.3 6.1 0.0 0.0 -0.1 6.4 0.3 0.2 0.0 6.3 57 6.1 6.4
Non-OPEC Latam 6.5 0.2 6.9 0.4 0.7 0.1 7.3 0.4 0.3 0.0 6.6 6.8 7.0 7.2
Russia 106 -03 | 105 -0.1 -0.1 -0.2 | 105 0.0 0.0 -0.3 | 105 105 105 105
OPEC Supply 325 -0.4 33.9 1.3 21 0.3 34.7 0.8 0.0 0.4 329 33.5 34.4 34.7
Saudi crude 9.0 -0.6 9.5 0.5 1.0 0.1 10.0 0.5 0.0 0.3 9.0 9.2 9.8 10.0
OPEC lig. ex. Saudi crude 23.6 0.2 244 0.8 1.1 0.2 24.7 0.3 0.0 0.1 24.0 24.3 24.6 24.8
World Demand 103.4 0.6 104.1 0.7 0.7 0.2 105.0 0.9 0.4 0.1 102.7 103.7 105.0 105.0
OECD Demand 45.7 0.0 45.8 0.1 0.0 0.1 457  -01 -0.3 0.1 452 453 464 4641
us 20.4 0.0 20.6 0.2 0.0 0.0 20.6 0.0 0.0 0.0 204 205 208 207
OECD Europe 13.5 0.1 13.6 0.0 0.1 0.1 135 0.1 -0.2 0.0 13.0 136 141 13.6
Non-OECD Demand 57.7 0.7 58.3 0.6 0.6 0.1 59.3 1.0 0.7 0.0 575 583 587 589
China 16.7 -0.1 16.7 0.0 0.1 0.1 16.7 0.0 -0.2 0.0 16.6 16.8 16.7 16.7
India 5.6 0.2 5.8 0.1 0.2 0.0 6.1 0.3 0.3 0.0 5.8 5.8 55 59
Other non-OECD Asia 9.3 0.3 9.5 0.2 0.2 0.0 9.8 0.3 0.3 0.0 9.4 9.5 9.5 9.6
Imbalance (=Supply-Demand) -0.6 -0.2 1.0 1.7 3.0 0.1 1.7 0.7 -0.1 0.2 0.5 0.7 0.9 1.9
Change in OECD Comm. Stocks -0.1 - 0.2 - - - 0.6 - - - -0.1 0.1 0.4 0.4

Delta shows revisions to our June 1st balance

Source: Goldman Sachs Global Investment Research

Exhibit 15: We Nudge Up Our 2025H2 Brent/WTI Forecast to $66/63 But Still Expect Brent/WTI to Decline to

$56/52 in 2026

2025
Bal25
2026
3Q25
4Q25
1Q26
2Q26
3Q26
4Q26
Jul-25
Aug-25
Sep-25
Oct-25
Nov-25
Dec-25

GS Forecasts ($/bbl)

Brent Brent 1/36M Brent 36M Brent Wl

New Timespread New New Futures Futures
66 68 1 67 65 62 70 67
61 66 -2 68 63 57 68 65
56 56 -12 68 52 52 67 63
63 67 0 68 65 60 69 67
59 64 -4 68 61 55 67 64
57 61 -7 68 57 53 67 64
56 57 -11 68 54 52 67 63
55 53 -15 68 50 52 67 63
55 52 -16 68 48 51 67 63
67 68 1 67 66 63 70 68
63 67 0 68 65 59 69 67
60 66 -1 68 63 57 68 66
60 65 -3 68 62 56 68 65
59 64 -4 68 61 55 67 64
58 63 -5 68 60 54 67 64

Source: ICE, NYMEX, Goldman Sachs Global Investment Research
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