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THE WORLD WILL EXPERIENCE AN HISTORIC “OIL SUPPLY SHOCK” THIS SUMMER

EACH DAY THE STRAIT OF HORMUZ IS CLOSED EXTENDS THE TIME TO FIX THE PROBLEM
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IEA estimates that global oil demand will be ~104 million bpd in 2026, but 

supply in April was just 95.1 mb/d, a decline since February of 12.8 mb/d.  
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How does 

the war with 

Iran end?

All 3 of Trump’s 

options will push oil 

prices higher than 

where they are 

today.

• 1. Pull back U.S. forces in the Middle East and 

allow Iran to keep control of the Strait of 
Hormuz.  This is highly unlikely because (a) Iran 
will claim victory and (b) Iran will keep oil 

prices high, using the increased revenues to 
rebuild.

• 2. U.S. can go to maximum military pressure.  

Bombing critical infrastructure, taking control of 
the Strait of Hormuz and Kharg Island.  This will 
require U.S. troops on the ground.

• 3. Seems most likely: The U.S. can play the Long 

Game and keep the blockade in place long 
enough to destroy Iran’s economy. The regime 
in Iran does not care how much their citizens 

suffer, so this will take at least several months to 
get Iran to surrender.

6



7



8



9



10



NYMEX Strip is based on the “False 

Paradigm” that the physical 

market will be able to rebalance 

quickly when war ends.

Reality:

➢ Supply Damage has been done.

➢ Physical inventories will decline rapidly in 
May and June.  Operational minimums are 
just weeks away in Asia and Europe.

➢ U.S. inventories will decline in June.

➢ 3 to 5 million bpd of supply won’t come 
back this year even if war ends today.
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Key 

Takeaways

for the

Oil Market 

• 1. The Global Oil Market was balanced before 

the War in Iran started.  There was no surplus.

• 2. Closing the Strait of Hormuz has already 
caused the largest decline in oil supply EVER.

• 3. Oil Demand will continue to exceed supply 

deep into 2027.

• 4. The world’s most important supply chain has 
been broken and will take at least a year to fix.

• 5. Refilling the SPR will extend the time needed 
to rebalance the market.

• 6. “Drill Baby Drill” will not solve this problem.

• 7. The Permian Basin is the only U.S. onshore 

basin that has significant upside.

• 8. The NYMEX Strip is not an oil price forecast.
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NYMEX Strip for U.S. natural gas is 

not a forecast, but it is a better 

indication of how winter weather 

will impact the natural gas prices.

➢ Natural gas prices in Asia and Europe are much higher 
than they are in the U.S. and Canada because North 

America is “blessed” with massive recoverable reserves. 

< More infrastructure to increase supply.  

➢ Recent natural gas prices in Asia $17.02/MMBtu and in 

Europe $16.13/MMBtu.

➢ The U.S. has significant storage capacity and 
transportation systems that can move gas quickly during 

high demand periods, which gives the U.S. a BIG 

advantage.  This is why the U.S. has much lower 
electricity and space heating prices.

➢ U.S. LNG export capacity (now ~19 Bcfpd) will increase 
by ~4 Bcfpd Year-over-year by November 2026
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