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While all eyes are on the Strait of Hormuz, a looming oversupply in 2027 needs to be addressed

Executive Summary

Rystad Energy’s view of the global crude oil 
balance has become more even in 2026 in this 
edition, with a significant downward revision to 
demand and only slight changes to supply. 
Overall, 2026 is forecast to see an average 
oversupply of 600,000 barrels per day (bpd). 
This represents a 1 million bpd increase 
compared to last month’s view of an 
undersupply of 585,000 bpd. Global markets 
are expected to return to oversupply in July 
2026, and May and June’s balances are 
expected at 1.9 million bpd, compared to 4.9 
million bpd and 2.5 million bpd, respectively, in 
last month’s report.

Demand takes the front seat of the changes this 
month, as refinery runs were revised down 4.3 
million bpd, 4.9 million bpd, and 3.1 million bpd 
for May, June, and July, respectively. Asia, the 
Middle East and Russia are driving these 
reductions, although with different dynamics. 
For Asia, it is more about crude availability and 
demand destruction due to elevated prices. For 
the Middle East and Russia, inability to export 
refined products are a key factor, as product 
storage capacities are limited and quickly filling 
up, driving lower refinery runs. 

For supply, total crude oil and condensate for 
2026 is now seen at 83.11 million bpd, 

representing a year-on-year decline of 1.58 
million bpd. Middle East countries – Saudi 
Arabia, Iraq, Kuwait, Qatar, Iran, UAE – are the 
major contributors to the decline, offsetting 
growth by Americas. Rystad Energy has lowered 
the Iranian supply view following the US 
blockade that has led to an inventory build up, 
causing supply reductions. 

Flows are showing signs of changed trade 
patterns to connect supply and demand with a 
blocked Strait of Hormuz. South American 
producers such as Brazil and Venezuela have 
increased their exports to India and Singapore. 
The US posted record-high exports at more than 
5 million bpd in April and May, boosted by  
Strategic Petroleum Reserves (SPRs) releases. 
Middle East is still reliant on bypass 
opportunities that cannot replace all the lost 
volume that usually transit the Strait. In 
addition, Iran’s attack on Saudi Arabia’s East-
West pipeline offered a stark reminder of a 
vulnerable system. 

On prices, Rystad Energy has decreased its 
Brent price forecast for 2Q26 down to $108 and 
3Q26 to $109, compared to $116 for both 
quarters in last month’s report. Signals of a 
potential deal between Iran and US has 
contributed to this. Still, prices remain elevated 

due to the extended timeline of disruption. 

Looking ahead to 2027, Rystad Energy forecasts 
a significant oversupplied market, with the year 
average at 5 million bpd. This is caused by a 
strong resumption of pre-war supply levels, 
combined with a somewhat muted demand 
recovery. The war has breathed life into energy 
security concerns, and especially Europe has 
seen a surge in electric vehicle (EV) sales that 
coincides with elevated fuel prices and news 
about fuel shortages. Even if prices fall due to 
the oversupply, uncertainty remains if we will go 
back to pre-war crude demand levels as 
countries and consumers re-assess their fossil 
fuel dependencies. 

The oil market continues to monitor any news 
about a re-opening of the Strait. On 29 May, US 
Vice President J.D. Vance said that a deal with 
Iran was close that would include a 60-day 
ceasefire extension to allow for further talks on 
Iran’s nuclear programme. Still, a return to 
normal will not be immediate as production 
takes time to recover, and the fleet to carry the 
crude oil must reposition to the region. And the 
above will likely not happen until there are clear 
indications that the Strait will remain open. 
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Looking ahead to 2027, 
Rystad Energy forecasts a 
significant oversupplied 
market, with the year average 
at 5 million bpd. The big 
questions are how much 
relief stock refill will provide, 
and how demand for refined 
products can return amid 
renewed energy-security 
concerns. 
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Looking to 2027, stock refill and refined product demand responses will drive crude prices

Global crude balances

Source: Rystad Energy research and analysis; Rystad Energy Oil Market Fundamentals
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Global crude & condensate supply and demand
Million barrels per day

Global crude balance
Million barrels per day

Rystad Energy’s view of the  global crude oil 
shortage has eased in this version of the report 
versus last month’s view. The 2026 balance 
now stands at an average surplus of 600,000 
bpd compared to a shortfall of 585,000 bpd last 
month. The main driver is a strong downward 
revision in demand for April through September. 

The demand revisions are centered around 
Asia, Middle East, and Russia. For Asia, 
elevated crude prices, weak domestic demand 
caused by price-driven demand destruction, 
and fuel product export restrictions are 
collectively pressuring crude throughputs. The 
continued blockade of the Strait is driving the 
reduction in the Middle East, as difficulties in 
getting refined products out remain. For Russia, 
successful attacks on both refineries and 
export infrastructure are causing outages and 
reductions in product exports, leading to 
inventories filling up. 

Looking at supply, Rystad Energy has delayed 
the recovery of production as Strait remains 
shut. Supply is expected to resume to pre-war 
levels in August and September, although 
reliant on a near-term opening of the Strait with 
subsequent ramp-up time for fields and the 
vessel fleet. 

The crude oil surplus is therefore expected to 
return in July, and the market is expected to 
remain oversupplied through 2027. Some of this 
is likely to be absorbed through re-filling of both 
commercial stocks and Strategic Petroleum 
Reserves (SPRs), but even accounting for this, 
the market will be oversupplied. This will likely 
lead to lower crude prices that can translate 
into lower refined product prices, causing 
demand to increase. Still, the ongoing transition 
away from hydrocarbons makes a significant 
increase in demand for refined petroleum 
products challenging. 

Taking electric vehicles (EVs) as an example, 
European passenger EV registrations surged 
sharply in March, rising 75% month-on-month 
and 39% year-on-year to around 504,000 units. 
This comes as the war in the Middle East leads 
to price increases for petroleum fuels, and 
concerns about potential fuel shortages. For 
EVs, this has fuelled a sales boost as 
consumers attempt to insulate their household 
budgets from high energy costs and 
governments renew efforts to improve energy 
security through energy transition. 
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Global crude and condensate supply  seen at 74.8 million bpd in May 2026.

Supply deep-dive

Source: Rystad Energy research and analysis; Rystad Energy Oil Market Fundamentals
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Global crude and condensate supply in May 
stands at 74.8 million bpd, a month-on-month 
decline of 270,000 bpd, driven by Iran as US 
blockade has led to an inventory build up. Thus, 
Iran has started to cut down on supply. Total 
crude and condensate supply for 2026 is now 
seen at 83.1 million bpd, an annual decline of 
1.6 million bpd. Middle East – Saudi Arabia, 
Iraq, Kuwait, Qatar, Iran, UAE – are the biggest 
drivers, offsetting growth from the Americas. In 
2027, crude and condensate output is expected 
at 90.2 million bpd, as Middle East recovers, 
along with gains from Americas, marking global 
year-on-year growth at 7.1 million bpd.

US crude and condensate production is 
expected at 13.8 million bpd in May, a month-
on-month growth of 70,000 bpd. Average US 
output in 2026 is projected at 13.8 million bpd, 
an annual increase of 195,000 bpd as higher oil 
price is expected to boost output in 2H26, with 
volume reaching 14 million bpd in 4Q26. The 
Pikka asset in Alaska started producing on 10 
May, which is expected to add roughly 80,000 
bpd. Looking ahead to 2027, oil production from 
US is further expected to rise to 14.2 million bpd 
as output from the Permian is expected to reach 
10.5 million bpd, growing by roughly 350,000 
bpd, same as country’s annual growth in 2027, 
while growth and declines in the remaining 

regions offset each other.

Brazil is also driving global supply growth, 
adding almost 500,000 bpd to previous year’s 
output, with the 2026 total estimated at 4.27 
million bpd, driven by offshore deepwater 
projects such as Buzios, Mero and Bacalhau. Its 
April monthly production stood at a record 4.3 
million bpd. The prolific Buzios field also added 
FPSO P-79, with a capacity of 180,000 bpd, 
which started production on 1 May. Brazil 
remains an anchor of global supply growth as 
its 2027 production is expected at 4.63 million 
bpd, an annual growth of 355,000 bpd.

The UAE and Qatar are the only non-OPEC+ 
countries facing a significant decline due to the 
war, as their production falls to 2.35 million bpd 
and 226,000 bpd, respectively. The UAE’s 2026 
crude and condensate production is expected 
to be 3.17 million bpd, declining by 275,000 bpd 
year on year. Qatar’s 2026 oil output also falls 
to 975,000 bpd, decreasing by more than 
440,000  bpd. Qatar production is expected to 
reach 1.4 million bpd in 2027, while the UAE, 
after exiting OPEC+, is expected to increase its 
to 4.25 million bpd.

Global crude and condensate supply (LHS), with revisions by continent (RHS)
Million barrels per day

Supply
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Crude demand downward revision driven by Asia, the Middle East and Russia

Demand deep-dive

1) Includes refinery runs and direct crude burn
Source: Rystad Energy research and analysis; Rystad Energy Oil Market Fundamentals
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Global crude demand has seen further 
downward revisions for 2026, and Rystad 
Energy expects global crude demand to average 
at 82.5 mbpd for 2026. This is almost a 1.5 
mbpd revision from last month, which had 2026 
demand at 83.9 mbpd. 

There are three geographies that are driving the 
revision, in order of contribution: Asia, the 
Middle East and Russia. 

For Asia, elevated crude prices, weak domestic 
consumption caused by price-driven demand 
destruction, and fuel product export 
restrictions are collectively pressuring crude 
throughputs. While other Asian countries are 
facing fuel shortages, China is dealing with a 
domestic surplus. This buffer comes from both 
its large crude inventory and demand-side 
flexibility. This has allowed some shipments of 
crude bound for China to be re-directed to other 
Asian countries, which has provided much 
needed support on the refinery sector. 

Looking towards the Middle East, the downward 
revision is driven by the continued closure of 
the Strait. In addition, the drone hit to Saudi 
Arabia’s East-West pipeline on 8 April 
underscored the elevated risk profile the 
kingdom's sole export bypass route faces while 

the Strait remains effectively closed. The hit cut 
throughput by around 700,000 bpd, although 
the facility was restored to full pumping 
capacity of around 7 million bpd by 12 April in a 
display of operational resilience. 

Russia’s 2026 runs have been reduced by 
120,000 bpd compared to last month. The 
reduction is concentrated in the period May 
through August and is driven by Ukraine’s highly 
successful attacks on Russian oil 
infrastructure. Drone strikes continue to target 
export ports to a high degree. In the first half of 
May, the Black Sea ports of Tuapse and 
Novorossiysk and the major Baltic export 
terminal Primorsk were subjected to repeated 
attacks. Russian seaborne crude and product 
exports stabilized at around 5.5 million bpd in 
recent weeks, which is around 500,000 bpd 
below the peak seen in mid-March before a 
renewed wave of large-scale drone attacks. 

Large Russian refineries also remain under 
pressure, with recent strikes on Lukoil’s Perm 
refinery and Rosneft’s Ryazan potentially 
creating a need for gasoline imports as early as 
the second half of May. 

Global demand1 (LHS), with revisions from last month by continent (RHS)
Million barrels per day
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Changing trade patterns are emerging as the Strait remains shut

Flows deep-dive

1) Net export = Exports – imports. Current net export in bold, previous in italic; 2) Current quarter compared to average of last three quarters
Source: Rystad Energy research and analysis; Rystad Energy Oil Market Fundamentals
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The Middle East saw the sharpest crude trade 
shift in 2Q26, with exports at 9.6 million bpd 
versus the average of 17.3 million bpd over the 
past three quarters, a reduction of 7.7 million 
bpd. Asia’s imports simultaneously fell to 19.8 
million bpd from 25.8 million bpd, while 
regional exports held at 2.7 million bpd. These 
movements dominated the quarter’s balance, 
compressing the Middle East’s outward 
shipments while easing Asia’s intake and 
reshaping allocations. Other regions posted 
smaller adjustments relative to recent norms.

The reduced exports out of the Middle East, 
particularly to Asia, provided opportunities for 
other regions. North America, with the US in 
particular, has increased its exports, boosted 
by SPR releases. US exported more than 5 
million bpd in April, up more than 1 million bpd 
compared to March, with East Asia taking 
almost 400,000 bpd of these volumes. Japan 
and South Korea are the region’s main 
importers of US crude.   

South American exports jumped 22% to 
approximately 1 million bpd in March, led by  
Brazil and Venezuela. For Brazil, flows to India 
and Singapore rose by 206,000 bpd and 
185,000 bpd, respectively, while flows to China 
saw a drop of 138,000 bpd. This underscores 

the view that China, through its massive crude 
storage, has been more shielded from the lack 
of Middle Eastern volumes compared to other 
Asian countries. 

Europe saw an increase in imports in April to 
12.5 million bpd from 11.9 million bpd in March 
as blockade of the Strait continues to reduce 
refined product imports from the Middle East. 
This has contributed to a rise in refinery runs 
and delayed maintenance, with corresponding 
gains in imports to support the higher crude 
runs. Imports from Kazakhstan and Norway 
were the main contributors, at 500,000 and 
400,000, respectively, in April, while Guyana 
and the US decreased their exports to Europe.

Crude flows, current quarter versus average of last three quarters (Previous)
Million barrels per day
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Stocks build in the Middle East and Russia, while Asian importing countries keep drawing

Stocks deep-dive

1) The difference refers to the difference between the reported stock change, and the Rystad Energy estimated change for the markets to balance
Source: Rystad Energy research and analysis; Rystad Energy Oil Market Fundamentals

Oil Market Balances Report | May 2026

Global crude inventories have shifted in the 
reported data, moving from a sizeable build in 
March to a slight draw in April, while the model 
continues to show consecutive draws. This 
points to tightening conditions but a mixed 
picture in observed flows. The resulting 
divergence has widened the statistical 
difference between the reported and estimated 
series, highlighting timing mismatches and 
availability of reported data. 

The global stock change also masks a divergent 
regional reality. For exporting countries with 
limited ability to ship their oil, Rystad Energy 
observes a significant build in stock. Examples 
include the Middle East, with Iran emerging as a 
key example following the US blockade on 
vessels associated with the Iranian petroleum 
industry. This has caused Iranian stock levels to  
fill up quickly, and supply shut-ins are imminent 
if the blockade is not lifted. Another example is 
Russia, with Ukraine’s successful attacks on 
export terminals limiting crude and products 
exports, causing crude stocks to rise. 

Countries that rely on a steady flow of imports 
to fuel their refining sector is seen tapping into 
inventories to sustain runs in the absence of 
imports. China has emerged relatively insulated 
from the reduced imports due to large 

inventories that they could tap into if needed. 

The Strategic Petroleum Reserve storages are 
being drawn down following the IEA’s 
announcement in March of the largest ever oil 
stock release, at 400 million barrels, amid the 
disruption the conflict. For countries like Japan, 
these barrels have in large helped sustain its 
refinery sector. For the US, these drawdowns 
have boosted exports to record high levels, 
surpassing 5 million bpd for April. 

Looking ahead, Rystad Energy expects both 
commercial and SPR inventories to be re-filled 
when the market environment allows. The first 
enabler would be the re-opening of the Strait, 
while the decision will also be influenced by 
price. If prices fall significantly from current 
levels due to oversupply as Middle Eastern 
output ramps up and barrels again flow through 
the Strait, nations and market players would 
likely start filling up their inventory. 

Commercial stock changes reported vs estimated and difference1

Million barrels per day
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Disclaimer

© Rystad Energy. All Rights Reserved.

This report or presentation has been prepared by Rystad Energy (the “Company”). All materials, content and contents 
contained in this report or presentation are the intellectual property of the Company and may not be copied, 
reproduced, distributed or displayed without the Company’s prior written consent. The prohibition on the use of 
materials under this Agreement includes, without limitation, any acts that would infringe database sui generis rights. In 
particular, any extraction or re-use of all or substantial parts of the database content is expressly prohibited.

The information contained in this document is based on the Company’s global energy databases and tools, public 
information, industry reports, and other general research and knowledge held by the Company. The Company does 
not warrant, either expressly or impliedly, the accuracy, completeness or timeliness of the information contained in 
this report or presentation. The document is subject to revision without notice. The Company disclaims any 
responsibility for any errors or omissions in the content of this report or presentation. The Company is not responsible 
for any actions taken by the recipient or any third-party based on information contained in this document.

This report or presentation may contain “forward-looking information”, including “future oriented financial 
information” and “financial outlook”, under applicable securities laws (collectively referred to herein as forward-
looking statements). Forward-looking statements include, but are not limited to:

i. projected financial performance of the Recipient or other organizations;
ii. the expected development of the Recipient’s or other organizations’ business, projects and joint 

ventures;
iii. execution of the Recipient’s or other organizations’ vision and growth strategy, including future M&A 

activity and global growth;
iv. sources and availability of third-party financing for the Recipient’s or other organizations’ projects;
v. completion of the Recipient’s or other organizations’ projects that are currently underway, under 

development or otherwise under consideration;
vi. renewal of the Recipient’s or other organizations’ current customer, supplier and other material 

agreements; and
vii. future liquidity, working capital, and capital requirements.

Forward-looking statements are provided to allow stakeholders the opportunity to understand the Company’s beliefs 
and opinions regarding the future so that they may use such beliefs and opinions as a factor in their assessment, e.g. 
when evaluating an investment.

These statements are not guarantees of future performance and undue reliance should not be placed on them. Such 
forward-looking statements necessarily involve known and unknown risks and uncertainties, which may cause actual 

performance and financial results in future periods to differ materially from any projections of future performance or 
results expressed or implied by such forward-looking statements.
All forward-looking statements are subject to a number of uncertainties, risks and other factors, many of which are 
outside the control of the Company and cannot be predicted with any degree of accuracy. In light of the significant 
uncertainties inherent in such forward-looking statements made in this report or presentation, the inclusion of such 
statements should not be regarded as a representation by the Company or any other person that the forward-looking 
statements will be achieved.

The Company undertakes no obligation to update forward-looking statements if circumstances change, except as 
required by applicable securities laws. The reader is cautioned not to place undue reliance on forward-looking 
statements.

Under no circumstances shall the Company, or its affiliates, be liable for any indirect, incidental, consequential, 
special or exemplary damages arising out of or in connection with access to, or use of, the information contained in 
this report or presentation, whether or not the damages were foreseeable and whether or not the Company was 
advised of the possibility of such damages.

The Client shall not upload, input, or otherwise transfer any part of the Product, or any information or data contained in 
or derived from the Product, to any open, non-enterprise or otherwise external generative AI systems, including but not 
limited to large language models or any similar systems, where user inputs, prompts or uploaded information may be 
used to train, fine-tune, or otherwise improve such models or systems for public use or for the benefit of third parties. 
Notwithstanding the foregoing, the Client may use the Product, or data contained therein, with generative AI systems 
that are (a) internally hosted or (b) enterprise solutions used exclusively for the Client’s internal business purposes 
(collectively, "Internal AI"). Such use is permitted only where the Client implements and maintains effective controls to 
ensure that:

1. the data is not used to train, fine-tune, or otherwise improve any AI model for the benefit of third parties
2. the data is not disclosed or made available to the public, and
3. all processing is limited to defined, case-specific tasks such as internal summaries, comparisons, 

extraction of relevant information, responses to internal inquiries, or similar support functions. 

For the avoidance of doubt, the Client shall not use the Product or any related data to (i) train or improve any Internal 
AI system in a general or ongoing manner (i.e., beyond the scope of specific, limited tasks described above), (ii) 
develop or operate automated tools (such as report generators) that replicate or compete with Rystad Energy’s 
Products, or (iii) engage in any other form of unauthorized use of the Product in connection with the Client’s Internal AI.
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