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SUMMARY

As the energy transition gathers pace, demand for combustible fossil fuels is
expected to peak this decade. The demand for car fuel could peak soon, followed
by other transport fuels around the middle of this decade.

By contrast, total oil consumption is likely to continue to grow through 2028 due
to continued expansion in the demand for petrochemicals.

The expansion in global oil demand next year is likely to be powered by faster-
growing economies in the developing world, especially in Asia.

Global oil demand is expected to increase by 1.5 mbd in 2024, down from a
forecast 2 mbd in 2023 as world GDP growth moderates to 2.8% from 3.0% in 2023.

However, there will be considerable divergence between demand contraction in
advanced economies (-0.2 mbd next year) and a 1.7 mbd increase in oil demand in
emerging economies.

We see 1.3 mbd of additional supply coming from outside the OPEC+ cartel in
2024, notably from US, Brazil and Guyana. As a result, the OPEC+ countries will
need to extend voluntary production cuts to support prices at their current level.

As additional supply from non-OPEC+ comes on stream during the year, the
global oil market is expected to become oversupplied by the end of 2024.

The oil price is expected to remain supported at close to USD9o per barrel (for
Brent crude) in H1 thanks to increased demand from emerging economies,
notably China, before declining towards USD8o by the end of next year.

Higher and earlier additional supply than expected from non-OPEC+ oil
producers is one of the main risks to our central scenario. A disappointing
Chinese recovery is also an important risk to consider. Overall, our central
forecast for the oil price faces downside risk.
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THE ENERGY TRANSITION GATHERS PACE

Growth in oil demand is expected to lose momentum over the 2022-28 period as the
energy transition gathers pace. According to the International Energy Agency, 2023
will mark a peak in car fuel consumption, while other forms of transport fuel will
have peaked by 2026. Several factors are expected to moderate annual growth in
transport fuel demand. These include tighter efficiency standards, the accelerating
penetration of electrical vehicles (EVs) and structural changes to the global econ-
omy. From 2026 on, declines in fuel demand for road transport are expected to out-
weigh increases in demand for jet and marine fuels. Fuel efficiency is likely to con-
tinue to improve and will have a larger overall impact on oil demand than EVs. By
2028, EVs are set to account for over a quarter of total car sales (which are forecast to
reach 26 million). This will displace 2.3 million barrels per day (mbd) of incremental
petrol use and 0.6 mbd of diesel demand in the period 2022-2028. Over half of EVs
are likely to be sold in China. In addition, demand for car transport fuel is being af-
fected by the rise in home working and the increased use of video conferencing in
advanced economies.

Increased use of natural gas and renewable sources for electricity production will
also dent oil consumption. The biggest changes in power generation could be seen
in the Middle East. Several countries in the region (including Saudi Arabia, Kuwait,
and Iraq) have ambitious plans to move away from their dependence on oil-fired
power plants.
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By contrast, rising demand for petrochemicals feedstocks should mean total oil con-
sumption rises slowly until 2028. Petrochemical feedstocks are expected to account
for more than 40% of the overall gains in oil demand in 2022-2028.

The expansion in global demand is likely to be powered by growth in the develop-
ing world, especially in Asia, with India expected to surpass China as the main
source of oil consumption growth by 2027. By contrast, oil use in advanced coun-
tries is likely to contract.

DEMAND EXPECTED TO LOSE MOMENTUM IN 2024

Global oil demand is likely to increase by 1.5 mbd in 2024, compared to forecast
growth of 2 mbd in 2023 on the back of modest world real GDP growth that we fore-
cast will decline to 2.8% next year from an expected 3.0% in 2023. However, there
will be considerable divergence, with demand in advanced economies likely to con-
tract by 0.2 mbd on the back of subdued growth (1% real GDP growth expected in
2024) and the energy transition. By contrast, oil demand in emerging economies,
where GDP could rise 4.1% next year, is expected to increase by 1.7 mbd in 2024, up
from 1.5 mbd in 2023.
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The recent measures taken by the Chinese authorities to revive economic momen-
tum are encouraging'. Fiscal support from the central government is likely to pro-

vide breathing room to local governments, improve household sentiment and sup-
port investment at local level. Even if structural issues remain, the measures intro-
duced will likely help to stabilise the property sector so that it is less of a drag on

" For further details, please see ‘China: 2024 macro outlook’
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the overall economy in 2024. The health of the Chinese economy is a key element in
our scenario for oil demand, not just in China but for most of the rest of Asia and

parts of Latin America as well.

SUPPLY: OPEC+ WILL NEED TO MAINTAIN VOLUNTARY PRODUCTION CUTS

We expect additional oil supply next year to come essentially from non-OPEC+
countries. The 13 fastest-growing drilling projects (each expected to produce over
100,000 barrels per day (kbd) in 2024-26), are likely to account for 60% (3.3mbd out
of 5.6mbd) of the total new production forecast to come on stream in the same pe-
riod. The largest contributions are set to come from deepwater projects in Brazil

and Guyana, as well as from US shale. In 2024, we expect OPEC+ to continue to limit

production in order to support oil prices, although compliance with existing volun-
tary production cuts has been faltering. Clearly, it is in the cartel’s interest to re-
main united in order to avoid a repeat of the 1990s, with Brent falling below USD10

per barrel in December 1998.
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MARKET WILL BE SLIGHTLTY OVER-SUPPLIED AT END-2024

In 2024, non-OPEC+ countries are likely to add 1.3 mbd to global oil supply (US 450
kbd, Brazil 280 kbd, Guyana 210 kbd, Canada 180 kbd, Norway 170 kbd). This in-

creased supply will not be enough to meet the 1.5 mbd increase in global demand we

expect (+1.7 mbd from emerging economies, -0.2 mbd from advanced economies).
New production in the US is clearly losing momentum. The additional 450 kbd

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.
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expected in the US in 2024 will be down sharply from the 1.3 mbd in new produc-
tion forecast for 2023. Indeed, the production of US shale oil has virtually stagnated
since August, rising by only 0.1 mbd since then compared with 0.8 mbd between
December 2022 and August 2023. The rig count has declined continuously since No-
vember 2022 (-122 to 505 in November) and US companies’ continued investment
discipline suggests a rapid significant rebound in shale oil production appears un-
likely.

Additional supply in 2024 kbd
us 450
Brazil 280
Guyana 210
Canada 180
Norway 170

Total 1290

Additional demand in 2024 1500

Balance -210

Sources: Pictet Wealth Management, US EIA, as of 8 December 2023

For the oil market to remain in balance, the OPEC+ cartel will have to maintain its
current level of production. This will mean prolonging the current voluntary cuts.
Non-OPEC+ production is likely to rise progressively in 2024, climaxing at the end
of the year. That is why we expect the global oil supply-demand balance to flip into
oversupply by the end of next year.
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Accordingly, our oil price scenario envisages Brent oil being sustained close to
USDgo per barrel in early 2024 on the back of increased demand in emerging econo-
mies, led by China. Then, slight oversupply is likely to push the barrel of Brent

down towards USDSo.

RISKS: POSSIBLE ADDITIONAL SUPPLY FROM NON-OPEC+

The main risks to our central scenario are higher and earlier than expected addi-
tional supply from non-OPEC+ and weaker Chinese economic growth than we are
forecasting. Such developments could put downward pressure on oil prices.

Risks to the scenario

Negative for oil prices

Positive for oil prices

Higher supply from non-OPEC+ than ex-
pected

US shale oil stalls

Israel - Hamas conflict remains contained

China strong rebound

China recovery stalls

US dollar weakens more than expected

Deeper global recession than expected

Western economies avoid recession

OPEC+ reopens the tap

Middle East conflict repercussions

Resolution of the war in Ukraine

Russia - Ukraine war escalation

Regime change in Iran

Source: Pictet Wealth Management, as of 11 December 2023

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.

6 OF 9

FLASH NOTE



2024 OIL MARKET SCENARIO

DISCLAIMERS

Distributors: Banque Pictet &
Cie SA, Route des Acacias 60,
1211 Geneva 73, Switzerland
and Bank Pictet & Cie (Eu-
rope) AG, Neue Mainzer Str. 1
60311 Frankfurt am Main Ger-
many.

Banque Pictet & Cie SA is es-
tablished in Switzerland, ex-
clusively licensed under Swiss
Law and therefore subject to
the supervision of the Swiss
Financial Market Supervisory
Authority (FINMA).

Bank Pictet & Cie (Europe) AG
is established in Germany, au-
thorised and regulated by the
Bundesanstalt fur Fi-
nanzdienstleistungsaufsicht,
the German Federal Financial
Supervisory Authority (Bafin).

This marketing communica-
tion is not intended for per-
sons who are citizens of, dom-
iciled or resident in, or entities
registered in a country or a ju-
risdiction in which its distribu-
tion, publication, provision or
use would violate current laws
and regulations.

The information, data and
analysis furnished in this doc-
ument are disclosed for infor-
mation purposes only. They
do not amount to any type of
recommendation, either gen-
eral or tailored to the personal
circumstances of any person.
Unless specifically stated oth-
erwise, all price information is
indicative only. No entity of
the Pictet Group may be held
liable for them, nor do they
constitute an offer or an invi-
tation to buy, sell or subscribe
to securities or other financial
instruments. The information
contained herein is the result
neither of financial analysis
within the meaning of the
Swiss Bankers Association’s
Directives on the Independ-
ence of Financial Research,
nor of investment research for
the purposes of the relevant
EU MIFID provisions. All infor-
mation and opinions ex-
pressed in this document were
obtained from sources be-
lieved to be reliable and in
good faith, but no representa-
tion or warranty, express or
implied, is made as to its accu-
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mation and/or opinions pre-
sented in this document.

The information used to pre-
pare this document and/or
any part of such information,
may have been provided or
circulated to employees
and/or one or more clients of
BPCAL/Pictet HK Branch be-
fore this document was re-
ceived by you and such infor-
mation may have been acted
upon by such recipients or by
BPCAL/Pictet HK Branch.

This document is provided
solely for the information of
the intended recipient only
and should not be repro-
duced, published, circulated
or disclosed in whole or in
part to any other person with-
out the prior written consent
of BPCAL/Pictet HK Branch.

Singapore

This document is not directed
to, or intended for distribu-
tion, publication to or use by,
persons who are not accred-
ited investors, expert investors
or institutional investors as
defined in section 4A of the
Securities and Futures Act
2001 (“SFA”) or any person or
entity who is a citizen or resi-
dent of or located in any local-
ity, state, country or other ju-
risdiction where such distribu-
tion, publication, availability
or use would be contrary to
law or regulation or would
subject BPCAL and any of its
affiliates or related corpora-
tions to any prospectus or reg-
istration requirements.

BPCAL is a wholesale bank
regulated by the Monetary Au-
thority of Singapore (“MAS”)
under the Banking Act 1970 of
Singapore, an exempt finan-
cial adviser under the Finan-
cial Advisers Act 2001 of Sin-
gapore (“FAA”) and an exempt
capital markets licence holder
under the SFA. Please contact
BPCAL in Singapore in respect
of any matters arising from, or
in connection with this docu-
ment.
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Hong Kong

This document is not directed
to, or intended for distribu-
tion, publication to or use by,
persons who are not “profes-
sional investors” within the
meaning of the Securities and
Futures Ordinance (Chapter
571 of the Laws of Hong
Kong) and any rules made
thereunder (the “SFO”) or any
person or entity who is a citi-
zen or resident of or located in
any locality, state, country or
other jurisdiction where such
distribution, publication,
availability or use would be
contrary to law or regulation
or would subject Pictet HK
Branch and any of its affiliates
or related corporations to any
prospectus or registration re-
quirements. If you do not want
Pictet HK Branch to use your
personal information for mar-
keting purposes, you can re-
quest Pictet HK Branch to
stop doing so without incur-
ring any charge to you.

In distributing an investment
product as agent for a third
party service provider, Pictet
HK Branch distributes the
product for the third party ser-
vice provider and the product
is a product of the third party
service provider but not Pictet
HK Branch. In respect of an el-
igible dispute (as defined in
the Terms of Reference for the
Financial Dispute Resolution
Centre in relation to the Fi-
nancial Dispute Resolution
Scheme) arising between Pic-
tet HK Branch and you out of
the selling process or pro-
cessing of the related transac-
tion, Pictet HK Branch is re-
quired to enter into a Finan-
cial Dispute Resolution
Scheme process with you;
however any dispute over the
contractual terms of the prod-
uct should be resolved directly
between the third party ser-
vice provider and you.

Banque Pictet & Cie SAis a
limited liability company in-
corporated in Switzerland. It is
an authorized institution
within the meaning of the
Banking Ordinance and a reg-
istered institution (CE No.:
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on
securities) and Type 9 (asset

management) regulated activi-
ties. The registered address of
Pictet HK Branch is 9/F.,
Chater House, 8 Connaught
Road Central, Hong Kong.

Warning: The contents of this
document have not been re-
viewed by any regulatory au-
thority in Hong Kong. You are
advised to exercise caution in
relation to the offer. If you are
in any doubt about any of the
contents of this document,
you should obtain independ-
ent professional advice.
Please contact Pictet HK
Branch in Hong Kong in re-
spect of any matters arising
from, or in connection with
this document.
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